
The king is dead, 
long live the king!
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cross-channel – Does cross-channel 
retail still have a chance?



The king is dead, long live the king!

Are multichannel retailers sustainable?

 The retail landscape is realigning

 Here today, gone tomorrow – channel-hopping is the norm

 Much ado about nothing? What the customer really wants

 Business before pleasure: companies must be persuasive in each 

 respective channel 

Selective networking instead of total integration 

 Everything has a price

 Customer acquisition and retention: in-store data is the new currency

 Effi ciency of the overall system: it’s worth it! 

 Case study: stock transparency pays off 

Outlook

A joint study by:

3

4 

4

5

6

7

8

8

8

10

13

14

Content



The king is dead,  
long live the king!

Our core statements:
 •Business before pleasure: first and 
foremost, customers expect professional-
ism and efficiency in each retail channel. 
Cross-channel services do not have a 
convincing competitive edge per se. Some 
omnichannel services are already seen as 
hygiene factors; others are hardly driving 
customer benefit.

 •Multichannel organizations can clearly 
benefit by selectively integrating their 
systems rather than following the dogma 
of “Multichannel retailers have to offer 
fully integrated services to cover every 
possible customer wish.” 

Is multichannel passé?
This phrase comes to mind when viewing the German retail situation. 
The impact on sales in the e-commerce market is still often quite low for 
multichannel providers in comparison to internet pure plays. To top it 
off, in most product ranges the leading online retailer is an online pure 
play, operating even more profitably than its multichannel counterpart. 
Obviously, a double-channel presence does not automatically create 
value for the client. Furthermore, additional channels increase complex-
ity, resulting in substantially costlier business systems. However, it would 
be erroneous to say that multichannel concepts have to be buried once 
and for all. Those who establish a model based on authentic customer 
requirements and who selectively integrate processes, organizational 
and data worlds can reach a higher system efficiency. They can thus 
generate true value as opposed to those holding onto a silo mentality.  

The study is based on a representative 
survey of more than 1,500 customers 
in Germany on their specific shopping 
behaviors in multichannel-relevant 
merchandise categories. Furthermore, 
the study is backed by SKU-based 
data records of all sales and inventory 
movement for the online as well as  
offline channels of several multichannel 
fashion providers for one season. The 
survey and company data allow us to 
draw profound conclusions regarding 
customer preferences and behavioral 
patterns, and to estimate how much 
potential can be gained alone via cross-
channel inventory management. n

 
Two frequently overlooked areas where 
companies can benefit from selective 
integration are marketing and inventory 
management:

 •Multichannel organizations can signifi-
cantly increase their marketing efficiency 
compared to mono-channel players: 
in-store data as the new currency for 
customer loyalty and acquisition.

 •Retailers can generate realistic, measur-
able sales growth via channel transpar-
ency and integrated processes, such as in 
inventory management. Our analysis of 
retailer data records revealed a potential 
increase of 7 to 10 million euros. 
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The German retail market has stagnated 
for years. In several merchandise catego-
ries we observe a decreasing percentage 
in consumer spending, in some groups 
even after adjustments for inflation. For 
example, the textile market in Germany 
declined by 3.3% from 2016 to 2017; 
consumer spending for food and drinks 
sank from 14.4 to 13.9% between 2007 
and 2015.

On the contrary, online retail continues to 
grow at double-digit rates, heedless of all 
those predicting the “end of the boom.” 
Contributing significantly to this dynamic 
growth are the internet pure plays, where-
by the brick-and-mortar retailers show for 
the most part mixed success. Only few 
retailers can defend their offline market 
share in the online world; in most goods 
categories, the leading online retailers are 
pure plays that see physical stores — if 
they operate them at all — more as a 
marketing tool.

The retail landscape 
is realigning

Are multichannel 
retailers sustainable? 
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Overall, profitability of multichannel retailers is increasingly under pressure compared to 
more cost-efficient online retailers
Average profit margin (in %), selected multichannel and online pure play retailers in UK, 2011–2016
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In Summe gerät die Gesamtprofitabilität von MC-Händlern gegenüber den 
kosteneffizienteren Onlinehändlern zunehmend unter Druck 

Durchschnittliche Gewinn-Margen (in %), ausgewählte Multichannel1- und Pure-play Online -Händler im britischen Markt, 2011-2016 
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It gets worse for multichannel players: 
operating two systems drives up cost. 
The consequence: the largest pure plays 
have already left the top multichannel 
companies behind in terms of profitability, 
as seen in the better-documented UK 
retail market. 

Given the narrow earnings reserves 
of many traders in Germany, declining 
revenues in combination with receding 
market growth and a shift toward online 
trading are of existential significance.
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Approximately 70% of  
those surveyed no longer 
rely solely on brick-and-
mortar stores.

The fact that more and more customers 
are buying online is well known and is 
reflected in the results of our customer 
survey on information gathering and 
purchasing behaviour. Approximately 70% 
of those surveyed no longer rely solely on 
brick-and-mortar stores but buy 

Here today, gone tomorrow — channel-hopping is the norm

additionally, or exclusively, online — in 
particular the younger generation. Only 
the fewest remain completely loyal to their 
brands when changing channels: merely 
about 3% use the same retailer set online 
and offline. Most customers (just under 
60%) are erratic “combiners” who are 
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partly loyal to their favourite retailers 
when changing channels but also may use 
others. Nearly 40% of customers are “dis- 
loyal” and use completely different retailer 
sets in the two sales channels.
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How does the customer decide where to 
buy? First the good news:  most customer 
needs are simpler than you might think. 
Regardless where they buy, customers 
value an uncomplicated shopping expe-
rience with an appropriate, high-quality 
product range at fair prices. Classics such 
as good price-performance ratio and high 
product quality are still the most important 
purchasing criteria by far, irrespective 
of the channel. In-store customers are 
also swayed by the ability to try on the 
product, proximity and immediate product 
availability. Spontaneous or chance 
purchases also benefit the traditional retail 
channel. Although omnichannel services 
are generally well-known to the customer, 
most are poorly received, the exceptions 
being classics such as click-and-collect or 
services involving the ordering, pickup, 
and delivery processes.

Much ado about 
nothing? What the 
customer really 
wants
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If both the offline and online channels 
have proven their raison d’être across all 
age groups, and classic virtues count in 
both channels, why do multichannel 
retailers have such a hard time? 

1.  Insufficient performance of their own 
online shops

Respondents, particularly between the 
ages of 14 and 29, complain about the 
online shop’s lack of awareness, long 
delivery times or inadequate payment 
options. Just the name and the omnichan-
nel services offered are far from sufficient 
to convince in-store customers to 
purchase online.

2. Misunderstanding of what online   
     information is

Young customers often collect information 
through third-party sources not directly 
related to the respective retailer. They 
attach great importance to the personal 
recommendations of friends and 
acquaintances and, in particular, look to 
social media networks or online forums 

Business before 
pleasure: a company 
must be persuasive 
in each respective 
channel

and blogs. Companies without a sophisti-
cated social media strategy lose access to 
this young target group on the internet.
 
Only those who can offer the customer a 
convincing, specific proposition in each 

channel — and support this with the right 
information policy and targeted marketing
 — will be able to win in every channel. n
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Selective  
networking instead 
of total integration 

When customers expect, above all, a 
promise of performance in every single 
channel, companies need to scrutinize 
exactly which omnichannel services are 
worth investing in. From the company‘s 
point of view, the double-channel presence 
is first a cost driver: online-shop operating 
costs, high fulfillment costs and online 
marketing costs come in addition to the 
running costs of brick-and-mortar stores, 
which include, for example, rent, store 
personnel, and special offline marketing 
campaigns. Measures for channel integ-
ration (e.g., return-in-store and click-and-
collect) create further costs.

In this respect, the classic multichannel 
concept is indeed “dead“ when it comes to 
indiscriminate investment in fully integra-
ted customer services — services that the 

Almost all online pure plays rely exclu-
sively on online data for sociodemographic 
profiling and the customers’ purchasing 
behaviour. They use data that they have 
generated themselves or buy corres-
ponding data from “data leeches“ (e.g., 
large social networks or search engines). 
However, since a large proportion of 
customers still regularly purchase in-store 
and will continue to do so in the future, 
omnichannel offers a real system advan-
tage: businesses with physical stores and 
online presences can learn more about 
their customers and gain real competitive 
advantages in terms of customer acquisi-
tion and retention compared to an online 
pure play. 

The more extensive data received from 
multiple touch points allows for more 
effective marketing measures, such as 
customer-oriented, channel-optimized, 
personalized greetings, and individual 
offers and services. A department store 
can act quite differently if it not only 
knows its customers’ demographic data 
and purchase history (e.g., on the basis of 
bonus cards) but also their in-store beha-
viour. For example, if a customer spends a 
long time in the household goods section 
of a department store, it can be deduced 
that a concrete purchase is imminent. 

Everything has a 
price

Customer acquisi-
tion and retention: 
in-store data is the 
new currency

customers hardly use or do not see adding 
enough value. They therefore do not bring 
the necessary increase in yield to cover 
their additional cost. Two concrete fields 
of application show that the development 
of an omnichannel model can certainly be 
worthwhile if it is understood as a selective 
networking between the channels — not 
necessarily only on the customer side but 
also in the backend.

This is because omnichannel …
1. … offers an additional advantage in 
customer acquisition and retention thanks 
to proprietary access to in-store data
2. … can increase the efficiency of the 
overall system, for example through inven-
tory transparency and thus a reduction of 
out-of-stock and discount rates.

Since a large proportion of customers 
still regularly purchase in-store and will 
continue to do so in the future, omnichan-
nel offers a real system benefit.

Since a large proportion of  
customers still regularly 
purchase in-store and will 
continue to do so in the future, 
omnichannel offers a real  
system advantage.
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Based on this information, the department 
store can make an individual offer, e.g., a 
coupon for a discount on household goods 
when bought within a week. This increases 
the chance that the customer buys in 
the department store rather than in the 
household goods shop around the corner. 

Additionally, the customer receives real 
added value because they can buy the 
desired product at a lower price — with 
a positive effect on long-term customer 
loyalty. Nevertheless, retailers still collect 
offline data points far too rarely and do not 

exhaust the possibilities provided by data 
protection regulations. Although the “typi-
cal” sources such as search engines and 
social networks can also provide data here, 
these are still insufficient for purposeful 
use in the field of customer acquisition and 
retention. Retailers are only now beginning 
to think about whether they themselves 
can gather and systematically use data to 
their own benefit. Retailers with an offline 
presence have a clear advantage here: 
beacon locating, for example, is far more 
accurate than other locating techniques 
and allows the generation of highly valued 

Vor dem Kauf informiere ich mich gerne …
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 … in sozialen
Netzwerken 

… auf Online-
Vergleichsseiten

… online in Foren, 
Blogs, oder Magazinen
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data points. In addition, installation in 
brick-and-mortar stores is de facto propri-
etary, and therefore not easily copied by 
online retailers or data providers. 

Using in-store data, omnichannel retailers can create holistic customer profiles
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Another field with additional potential via 
omnichannel is inventory management, 
one of the ultimate disciplines of com-
merce. Too often, stocks are still reviewed 
and managed on a channel-by-channel 
basis. If items sell   at different speeds 
on- and offline, it occurs time and time 
again that an online customer sees an 
out-of-stock item while the same product 
is being drastically reduced for clearance 
in the brick-and-mortar store. Our analysis 
of sales and stock movement data records 
of online and in-store channels of several 
multichannel fashion providers suggests 
that between 10% and 20% of the SKUs 
move at different speeds online and 
offline. This represents a potential to 
satisfy one channel’s demand with the 
excess stock from the other. Even with 
excellent assortment planning, factors 
such as trends or climate conditions make 
it almost impossible to perfectly predict 
the demand for every colour variant and 
size (especially marginal sizes) at each 
individual point of sale. As a result, there 
is often an imbalance between supply and 
demand. Just under half of all articles in 
the textile sector go over the physical and 
digital shop counter at reduced prices to 
make room for the next collection.

Cross-channel transparency can help 
to make products available where the 
demand really is, reducing markdowns 
in one channel while avoiding sell-outs in 
the other. Better full-price sell-through 
rates and higher customer satisfaction 
are the result. It seems reasonable that 
all retailers should make their stock 
transparent and available across channels 
in order to take advantage of higher sales, 
but unfortunately, the sales advantages 
also have their price. 

Efficiency of the 
overall system:  
it’s worth it!

To achieve cross-channel inventory avail-
ability, retailers generally rely on two core 
concepts: “ship from store“ and “in-store 
ordering.”

The “ship from store“ process makes 
it possible to process and ship specific 
incoming online orders not only from the 
e-commerce warehouse, but also directly 
from a store. This can help to reduce 
excess inventory in stores when facing a 
correspondingly high online demand. An 

“in-store ordering” process is used when-
ever an offline customer wants to buy an 
item that is no longer available in the store. 

The store employee generates an online 
order on behalf of the customer when 
stock is still available in the e-commerce 
warehouse or in another store.

Both actions lead to additional costs: 
picking, packing and shipping processes 
are relocated to stores that are designed 
for the presentation and sale of goods “over 
the counter“, not for shipping. As a result, 
processing is far less efficient than in a 
dedicated e-commerce warehouse, not to 
mention the potential for bottlenecks on 
the orders. In addition, ship-from-store 
and in-store ordering tend to increase 
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the number of individual orders, thus 
increasing total shipping costs. Investing 
in inventory transparency and meeting 
demand across the channels is only worth-
while if the additional turnover through 
the reduction of sell-outs and markdowns 
also covers increased fulfillment costs.

Using the data of several fashion providers, 
we evaluated the incremental revenue 
potential after cost considerations (see the 
case study on p. 13). The results suggest 
that, despite a conservative calculation 
base, cross-channel stock transparency 
and availability can lead to a positive result 
for many retailers. However, both revenue 
potential and additional costs depend 
heavily on many specific factors, such as 
the varying demand in the channels, the 
discounts granted and the staff workload 
in the stores. An evaluation must there-
fore be made individually considering all 
respective circumstances.

To achieve cross-channel  
inventory availability, retailers 
generally rely on two core 
concepts: “ship from store”  
and “in-store ordering.” 
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Bottom line: 

The amount of additional sales depends 
above all on the USP of a product and the 
discount granted: the higher the item price 
and the higher the reduction on an item 
that has to be given without omnichannel 

*  Variable costs per 
article can deviate. 
Values used represent 
industry benchmarks 
and are independent 
from prevailing service 
agreements at Arvato 
SCM Solutions.

Calculation of netsales potential per item

Recommended retail price € 80.00

Granted price reductions % 25

Revenues after price reductions € 60.00

Additional revenues through  
omnichannel prior to returns

€ 20.00

Number of returns (ratio) % 40

Additional revenues through  
omnichannel after returns

€ 12.00

Variable fulfilment costs per item € 8.50*

Net sales uplift per item € 3.50

Case study: stock 
transparency pays 
off

Ultimately, the difference between 
increased revenue and increased cost 
translates into the real potential of 
multichannel relating to more efficient 
stock allocation. The adjacent illustration 
shows the underlying calculation logic.

1 An annual turnover of 1 bn euros has been used as the basis to calculate an overall sales potential given the percentage resulting from the analysis.  
    A direct comparison cannot be drawn to any singular client of Arvato or EY-Parthenon.   
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The relevance of multichannel services highly 
depends on the specific retailer

Ship from store In-store ordering 
(fulfillment out of 
e-com warehouse) 

Retailer A

In-store ordering 
(fulfillment out of 

other stores)

53%

4%

38%

78%

10%
18%

Retailer B

This is the sales potential (after adjustment 
for additional fulfillment costs) that would 
be realistic for a multichannel company 
with an annual turnover of 1 billion euros — 
and that without additional cost of sales.  
An increase in sales before variable costs of 
around 0.7% to 1% and a roughly 2% rise in 
earnings are thus feasible, according to our 
data analysis, despite a conservative calcu-
lation approach, if companies make their 
goods transparent and available across 
channels. 

Our calculations for various brands in the 
fashion segment have shown that the  
relevance of ship from store and in-store 
ordering can vary enormously. Reasons for 
this are different channel performances,  
assortment rules, stock levels and demand 
structures. Reliable estimates are therefore 
only possible by looking at your own data. 

A revenue increase 
of up to 10 million 
euros thanks to 
omnichannel structures, the greater the revenue 

potential through channel linking and, other 
things being equal, the likelihood that the 
additional revenue will significantly exceed 
the additional cost per item. n
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Outlook
For multichannel companies, real opportunities arise when ... 
 
… they accept specific competition in each channel and compete 
against the respective leading players, 
 
… they do not interpret omnichannel as a fully integrated service 
that offers the customer as many different cross-channel services as 
possible — services that the customer evidently does not even 
expect or appreciate, and 
 
… they instead see customer transparency and selective integration 
in the backend as a source for a clear informational advantage. This 
allows them to achieve efficiency within the critical elements in the 
business system — from goods flow through pricing to customer 
acquisition and retention. 
 
 
In this way, it is possible to set up a business that creates efficiency 
advantages and makes two channels not a hardship but a virtue. 
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Outlook
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