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MEMORANDUM
March 5, 2018
To:  Subcommittee on Digital Commerce and Consumer Protection Democratic
Members and Staff
Fr:  Committee on Energy and Commerce Democratic Staff

Re:  Hearing on “Review of Emerging Tech’s Impact on Retail Operations and
Logistics”

On Wednesday, March 7, at 10:00 a.m. in room 2123 of the Rayburn House Office
Building, the Subcommittee on Digital Commerce and Consumer Protection will hold a hearing
titled “Review of Emerging Tech’s Impact on Retail Operations and Logistics.”

. BACKGROUND

Over the past few years the retail industry has seen the rapid growth of e-commerce,
which doubled from 2011 to 2016, to become a $350 billion industry.® Growth in online retail
sales is now outpacing offline growth by a factor of five.? At the same time, retail store closures
were up more than 200 percent last year due in part to migration of sales online.®

To stay competitive, traditional retailers are changing their business models, increasing
their online presence, and expanding their delivery services. In a recent survey of retailers, 78
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percent rated integrating e-commerce and in-store experiences as critical to their business.*
Among larger businesses, the lines between traditional and online retailers are blurring.
Walmart, for example, acquired the e-commerce startup Jet.com in 2016, while Amazon entered
the traditional retail space with its physical bookstores and its 2017 acquisition of Whole Foods.®

The rise in e-commerce has led to big changes to the retail industry’s supply chain, from
one focused primarily on delivering products to store shelves to one that increasingly requires
delivery to the consumer’s front door.® Delivery vehicles are ubiquitous, with U.S. shipments
for Amazon alone exceeding 1.2 billion in 2017—double the number from five years ago.” In
addition, online consumers have become accustomed to nearly instant delivery. In a recent
survey, 80 percent of shoppers between the ages of 18 and 24 expected same day shipping, and
61 percent wanted their packages within one to three hours of placing an order.® As they
compete to deliver packages faster, cheaper, and more efficiently, retailers are turning to
innovative technologies, integrating robotics and automation, and relying on big data analytics
and algorithms to improve their supply chain.®

1. EFFECT OF E-COMMERCE GROWTH

E-commerce is still evolving but some effects are already being seen. Consumers have
expanded choice and instant gratification. Consumers appreciate timesaving options including
fast delivery and in-store pick up for online orders.’® As online retailers expand, however, they
are collecting more personal information, raising new concerns about how that data will be
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used.!* Using algorithms to analyze that data also introduces the potential for bias, such as
inequities in delivery service.'? In addition, the new supply chain has shifted “last-mile”
deliveries (the last leg from a distribution center to a package’s destination) from final
destinations at stores located in centralized commercial districts to individual homes.®® The
resulting freight traffic in residential neighborhoods increases emissions, congestion, and wear
on the infrastructure.'* More shipments also produce more packaging waste.

For the workplace, e-commerce has allowed some sellers to reach more customers and
increase merchandise choice.'® However, in addition to witnessing several brick-and-mortar
sellers closing, incumbent logistics companies may take a hit as larger online retailers such as
Amazon expand into logistics and shipping, cutting into the businesses of carriers such as FedEX,
UPS, and the U.S. Postal Service.'® Workers also are faced with a shifting landscape. Some
employees may find that these new jobs, such as work as a delivery person, have more flexible
hours.'” In addition, large distribution centers are creating jobs in recession hit areas. However,
these jobs can be seasonal or part-time without many benefits.*®
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