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Ship From Store 
Getting It Right 

by John L. Stelzer 

 
 
 
 
 
 
 
[Author’s Note:  As with many situations in business, there are multiple paths to use to get to a 
particular goal.  And, it should be noted at the outset that not every starting point is best for every 
business situation.  As such, the following discussion about the evolutionary path to Ship From 
Store and the most important foundation blocks may need to be adjusted for your company’s 
particular situation at this time.  However, the steps to be discussed have been proven to achieve 
full omni-channel Ship From Store while (1) minimizing change at any given stage, (2) laying the 
foundation at each step for the next step, and (3) delivering benefit to the company at each stage.] 
 
Getting To Ship From Store 
Let’s begin by recognizing that the success or failure of a ship-from-store initiative rests largely on 
the shoulders of the 18-year-store associate who will be executing the pick, pack, and ship steps.  If 
she fails to complete those tasks accurately or in a timely manner, it will negatively impact the post-
purchase brand experience of the end customer.  And, we know that the post-purchase phase of the 
brand experience has the greatest potential to strengthen or damage the overall brand relationship 
the customer has with the retailer.i  In addition, if the store associate fails to execute the ship-from-
store tasks in an efficient manner, it will undermine the profitability of the retailer and usurp 
already limited in-store staff (which, in turn, makes them less available to help walk-in customers). 
 
A key objective of Ship From Store is, then, to ensure consistency, accuracy, and efficiency at the 
store execution level.  Unfortunately, several factors have the potential to undermine this objective.  
Of course, the elephant in the room is the 18-year-old store clerk who likely does not consider her 
current job as the foundation for her future career.  She will probably not stay in this position for a 
long time.  And, depending on her manager, her commitment to optimized performance for the 
company may be marginal.  Add to this equation the “store math” (i.e., hundreds of stores times 
multiple employees to be trained per store) and you can easily appreciate the challenge of enabling 
Ship From Store chain wide. 
 
The good news is that we have seen several retailers take incremental, logical evolutionary steps to 
get to Ship From Store that:   

1. Minimize change at any given step (to minimize complexity and risk and speed of adoption 
at the store level). 

2. Ensure that what’s been put in place at any given phase sets the stage for the next step 
(thus, requiring minimal change to complete the next step). 

3. Produce incremental benefit to the company at each step. 
 
[Note for the following description of steps:  Recognize that if the nature of your store operations 
and/or the quality of your store associates is such that multiple steps can be combined to make 
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faster progress, that can be a perfectly valid choice.  They are presented here as recommendations 
for those whose store environment doesn’t absorb significant amounts of change very well…at least 
all at once.] 
 
Step 1:  Establish global inventory visibility – Not only is this foundational to every step that will 
follow, this first step can instantly add benefit to online customers who will, then, be able to view 
in-store inventory availability before visiting the store.  [In a global consumer study, 59% of 
consumers voted this the 2nd most important retail capability for choosing to shop one retailer over 
another.ii]  Not surprisingly, retailers increasingly recognize the importance of this capability.  As 
early as 2013, 80% of US retailers surveyed said that inventory visibility across all channels was 
their 2nd most important priority for 2014 (second only to creating a consistent customer 
experience across all channels (84%)).iii  
 
Step 2:  Pick and hold an item for a nearby out-of-stock (OOS) store – This could also include 
pick and transfer of an item to the OOS store from an in-stock store location—although the 
heightened consumer expectations for rapid access to purchases have lessened the allure of store-
to-store transfer…at least to consumers.  This step should also introduce the use of a tool that the 
store associate at the OOS store can use to locate in-stock inventory, capture the sale at the OSS 
store, and trigger a pick and hold at the in-stock store.  At the in–stock store, the tool would guide 
the associate there through the pick-and-hold process.  [Such a tool should also monitor the 
completion status of the pick in order to help department/store managers:  better track the 
performance of their employees in completing the pick process and be notified with an escalation 
notice if the pick hasn’t occurred within a defined pick window.]  This step familiarizes store 
associates with the tool (e.g., smartphone or tablet) and sets the stage for the use of the tool in the 
more complex steps to come. 
 
Step 3:  Place an online order for an item that is OOS in the store – Leveraging the mobile tool 
that was introduced in Step 2, the associate can now access online inventory and expand the 
inventory pool within which the OOS item can be found in stock.  [NOTE:  This could certainly be 
combined with Step 2, but again, the objective of this narrative is to minimize the amount of change 
imposed upon store associates in any given step.] 
 
Step 4:  Pick and hold an online order for in-store pickup – With the pick-and-hold process 
having been established in Step 2, the associate can leverage the mobile tool introduced in that step 
to pick online orders, as well.  [For those wondering why steps 2 and 4 aren’t combined, it’s because 
of the increased number of orders that will be imposed upon the store in Step 4.  This has 
implications for both employee bandwidth and store inventory capacity.]  Using knowledge from 
Step 2 (i.e., of how long the average pick process takes), you can better estimate how many 
outstanding orders any given store can handle at a time.  With this information, you can better 
configure the order orchestration hub to more appropriately dole out orders to various stores. 
 
In addition to considering store workforce capacity, Step 4 requires that store inventory levels be 
more closely scrutinized.  For instance, certain high-velocity items will have a higher availability 
threshold (i.e., beneath which they should not be considered to be “in stock” and available to fulfill 
an online order) than lower-velocity items.  Similarly, rural stores might have a lower sell-through 
rate than urban or suburban stores.  Before opening the flood gates on stores for online fulfillment 
in Step 4, it’s important to incorporate these factors in the assumptions that the sourcing engine 
will make and the inventory you allocate to stores.  After all, 61% of consumers say they are likely 
to take advantage of in-store pickup if the option is made available to them.iv 
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Step 5:  Pick, pack, and ship to home for a store or online OOS – With the pick-and-hold process 
firmly in place for in-stock stores (i.e., from Steps 2 and 4), improved sourcing sophistication 
enabled in the order orchestration hub (to ensure that inventory levels and store pick capacity are 
considered when sourcing the order), and inventory visibility provided to store associates (via the 
mobile device introduced in Step 1), you can now recover from an OOS from any in-stock inventory 
pool (i.e., be it a store or the direct-to-consumer (D2C) warehouse).  In fact, 72% of US consumers 
consider it important for an associate to be able to locate an out-of-stock (OOS) item at an in-stock 
location and get it to them.v   

But, there’s more.  There are also cases where the online channel is OOS but the item is in stock in 
one or more stores.  Best Buy has reported that 2% to 4% of the times when shoppers visited them 
online, they could not buy products because those products were OOS in the company's e-
commerce warehouses.  But, in 80% of those cases, Best Buy had the products in one of its physical 
stores.vi  In a related situation, a high-end department store confided in us that an internal study 
showed that 40% of the time when they were out of stock on line, they were selling the product at a 
discount in stores to move it near end of season.  Step 5 can be configured to save the sale for these 
online OOSs, as well. 

By enabling Ship From Store you can now save the sale from any inventory pool.  Prior to this, the 
only inventory that was available to save the sale was inventory in the direct-to-consumer 
warehouse or in a nearby in-stock store.  The US Census Bureau reported that first-quarter 2015 e-
commerce revenue was 7% of total retail revenue.  For retailers with the majority of the SKUs they 
carry being common to both the non-store and store channels, this implies that those who only give 
store associates access to online inventory for saving the sale are forfeiting access to approximately 
93% of their inventory for recovering from an OOS in a store. This significantly reduces the 
likelihood of finding the item in stock. 

Based on the numbers above, on average, a retailer that’s able to source an OOS item from either 
online or any store’s inventory is 13.3 times (i.e. 1,328%) more likely to find that item in stock than 
a retailer that can only source the OOS from on-hand online inventory.   

But, notice that this step is only for OOS items from other stores or from the online channel.  By 
staging this to hold off on shipping online orders until Step 6 we allow the store to ease into the 
pick-pack-and-ship process in a less taxing way before starting to ship online orders, as well. 

Step 6:  Pick, pack, and ship online orders from stores – As is probably obvious by now, at this 
stage, it’s critical that in-store processes, store associate execution, and intelligent sourcing be 
firmly in place and fine-tuned before opening the flood gates of online orders to be shipped from 
stores.  Picking accuracy and timely shipping both have a direct impact on the most important 
phase of the brand experience (i.e., the post-purchase phase—which has the greatest potential of all 
the phases for damaging the brand relationship with the retailer…e.g., 78% more influence on the 
brand relationship than the pre-purchase phase).vii  In addition to store associate execution, 
opening the store to the fulfillment of online orders from those customers who did not choose in-
store pickup will likely require adjustments in the amount of inventory allocated to those stores 
that will be shipping online orders.   

Clearly, enabling Ship From Store is advantageous, but exposing stores to this significant additional 
source of demand necessitates new allocation thinking for stores, lest you create stock-outs for 
walk-in customers at those stores being asked to fulfill online orders. 



IBM Commerce  5 

Page 5 
© IBM Corp; 2016 

 
 

Step 7:  Accept in-store returns of online purchases – With the ability of stores to ship online 
orders, there’s the opportunity to sell an Internet-only item on line and have it shipped from a store 
that received that item as an in-store return.  This avoids having to put the item on a one-off 
discount table in order to sell it.  And, it avoids the delays, costs, and manual overhead of the 
reverse logistics required to get the item from the store where it was returned back into inventory 
at the D2C warehouse.  [NOTE:  Many retailers opt to allow in-store returns of online purchases 
much earlier in their evolution.  After all, 59% of consumers surveyed globally consider this the 3rd 
most important capability for choosing to shop one retailer over another.viii  But, keep in mind that 
doing so—before enabling Ship From Store—subjects you to one of the two less-than-desirable 
conditions mentioned above.] 
 
Step 8:  Optimize shipping time/cost and asset utilization – Because Step 8 is not as dependent 
on the store associate and in-store processes, it can be implemented at any time after global 
inventory visibility has been established.  It should be noted, however, that its benefit is amplified 
by the number of orders that are being serviced and the number of fulfillment locations involved.  It 
should also be noted, that Step 8 is an ongoing process to continue to fine-tune your omni-channel 
fulfillment operations and yield greater benefits from that initiative over time. 
 
Examples of areas of focus for Step 8 fall into two categories: 

1. Time/Cost reduction 
 A classic area of focus within this category involves shipping costs.  With fulfillment 

centers now in every shipping zone—and a tuned order orchestration hub capable of 
executing on layered business rules for making the best sourcing decisions—you have the 
opportunity to maximally utilize same-zone shipping for online orders that won’t 
otherwise be picked up in a store.  This change, alone, can mean millions of dollars of 
savings in shipping charges annually for many retailers. 

 The use of stores as fulfillment centers closer to the ship-to point also raises the 
opportunity to use local short-haul carriers or couriers whose fees are often less than 
shipping the same parcels via national carriers (who continue to raise rates in spite of 
shrinking fuel prices).  So, part of your omni-channel fulfillment strategy should be the 
analysis of what a hybrid-carrier strategy could mean to your fulfillment costs. 

 Minimization of split orders (i.e., where the items from a multi-item order are not all in 
one place) and the opportunity to consolidate the items and ship them together present 
additional opportunities to fine-tune the sourcing logic.  Maximizing the backorder 
process to still meet customer SLAs while minimizing shipping costs represents another. 

 Of course, many of the above have the potential to reduce delivery time, which—in the 
face of competitors offering 2-day, next-day, and same-day delivery—is becoming 
increasingly important.  As an example of the impact of Ship From Store, Best Buy has 
enabled all of its 1,400+ stores for Ship From Store and has reported being able to reduce 
average delivery times of online orders by 2 days.ix  Similarly, Walmart reports that the 
majority of the online orders that they ship from their stores are delivered in 2 days or 
less.x 

2. Asset utilization 
 A second category of focus is on how efficiently and cost-effectively assets are being used.  

Examples include: 
o Inventory – How can the sourcing engine be configured to source from overstocked 

locations to avoid relocation of inventory?  How can it source from end-of-season or 
end-of-life inventory that can be sold online at full price and avoid in-store 
markdowns to move the merchandise?  How can you best allocate inventory to 
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minimize stock-outs, overstocks, and markdowns in the first place?  How can you 
adjust to unanticipated stock-outs? 

o Stores – How do you account for variations in store format, footprint, staffing, etc. to 
allow for different inventory/fulfillment capacities per location per product 
category?  How do you adjust to unexpected changes (e.g., one or more employees 
stayed home sick, today)?  How do you potentially leverage closed stores as forward 
stocking/fulfillment locations (i.e., “dark” stores)? 

o Store associates – How do you monitor the performance of individuals against such 
things as pick accuracy/completion, pack accuracy/completion, returns processing, 
order fulfillment capacity, etc.?  How do you track performance across locations and 
identify exceptions? 

o Assets, in general – How do you allow for and optimally respond to anomalies such 
as peak season variations, weather, national/regional/local events (e.g., sports 
playoffs), etc.? 

 
Foundational Requirements 
In parallel with decisions about the order in which Ship From Store should be enabled are 
considerations for the capabilities that are necessary to support it.  While there are certainly 
technical discussions that are important to have, this writing seeks to highlight the functional 
business requirements that are imperative to consider when planning a ship-from-store initiative. 
 
Cross-channel visibility into all inventory – A foundational requirement is seamless real-time, 

cross-channel connectivity to inventory pools, POS, fulfillment systems, and financial applications.  

This internal integration must be coupled with secure, reliable business-to-business (B2B) 

integration with suppliers and supply chain intermediaries (e.g., carriers, 3PLs, etc.) to ensure 

timely, automated access to order and shipment status.  This allows visibility and management of 

inventory, whether it’s on hand anywhere, in transit, or on order. 

Configurable intelligent sourcing and fulfillment engine – Your ship-from-store approach 

should have a configurable sourcing engine that uses your layered business rules to optimally 

utilize inventory and select fulfillment options that balance customer convenience, fulfillment costs, 

and delivery time.  For example, the engine might prioritize fulfillment locations and delivery 

channels based on product weight, size, profit margin, item category, ship-to location, desired 

delivery window, etc.  Similarly, it might choose to forego a particular fulfillment location for a 

particular order because that location is currently at maximum capacity for handling outstanding 

orders at that time.  Regardless of the set of business rules applied, the intelligent sourcing engine 

must be configurable and able to apply sourcing and fulfillment rules at a per-line-item, per-

location, and per-SKU basis when appropriate. 

Real-time interaction with fulfillment locations – A sale cannot be considered “saved” nor an 

order confirmed until the product being purchased is reserved at an in-stock location.  So, there 

can’t be any lag time in the order sourcing process.  The instant a customer initiates an order, the 

sales associate should be able to reserve inventory and efficiently trigger the appropriate cross-

channel fulfillment actions at the selected fulfillment location.  And, for reasons stated earlier, the 

store associate should be guided through that process via a tool that simplifies their learning 

process and automates as many steps as possible.  For example, fulfillment options might include 
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ship to home from the warehouse, ship to home from a store, or hold for alternate-store 3rd party 

pickup.  The tool should present those options to the store associate who can, then, advise the 

customer of their options. 

Process-driven user interface for store associates – The store associate tool should allow 

associates to locate available products, determine available fulfillment options, select the customer-

preferred fulfillment option, and capture the sale of the desired items quickly and efficiently while 

the customer is still in the store.  [This is especially important for saving the sale on an OOS item, 

where those customers who leave the store without purchasing the OOS are likely to shop for that 

item at a competitor’s store.  In fact, 43% of customer faced with an unresolved OOS will shop for 

the OOS at a competitor.  And, 39% will make the purchase of the OOS item at the competitor.xi]  

The interface should be easy to navigate and integrate with marketing engines that enable sales 

associates to recognize cross-sell and up-sell opportunities and add value to the customer’s brand 

experience. 

At the pick-and-hold or pick-pack-and-ship store, the process should continue with interactions 

with store associates to notify them of the need to pick the item and either take it to the pickup 

location within the store or pack it for shipping.  The process should automatically print out the 

necessary paper work (e.g., a form that the customer signs to acknowledge the receipt of the item or 

the shipping labels and packing slip) at the most appropriate location in the store (e.g., where the 

item will be picked up in the store or at the location where the item will be packed for shipment).   

The process should also monitor the completion of the pick process and be configurable to trigger 

actions if the pick has not occurred within a defined completion window (e.g., send an escalation 

notice to the department manager).  The process should be configurable to automatically notify the 

customer—via their preferred communication channel—that the item is available for pickup at the 

in-stock store or that it has been shipped.  And, the process should be configurable to monitor the 

pickup process and automatically send a reminder to the customer that her purchase has yet to be 

picked up—if a defined pickup window has expired. 

The space and tools store associates need for the packing process – Though there are several 

capabilities that can be used to minimize the manual tasks imposed upon the store associate for 

Ship From Store, most of the packing process will still be manual.  Having supported BOPUS, before, 

associates will be familiar with the pick process…particularly when aided by the associate mobile 

tool.  But, space and the appropriate shipping materials (e.g., packing materials, shipping 

containers, tape, labels, etc.) will need to be set up for the packing process.  And, much like the 

space that needs to be provided to house pick-and-hold items waiting for customer pickup, so will 

there need to be some process and location defined for setting aside items meant for pickup by the 

carrier(s).   

Seamless interaction with back-end systems – Your approach must include the ability to work 

with your existing systems to exchange check-out information, transaction confirmations, 

fulfillment notifications and acknowledgments, and order and shipment status, while sensitive 

consumer information remains secure.  It should also maintain a transaction log to provide an end-
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to-end audit trail and purchase history for the retailer and the consumer.  This same history can, 

then, be used to determine the proper refund amount due if the customer needs to return her 

online purchase without a receipt.  You should also recognize that interaction with back-end 

systems may also include updates to financial systems to decrement inventory and credit the 

party/parties who should get credit for the sale and/or for fulfillment. 

Per-line item order tracking and reporting – Order tracking is essential whether the purchase 

was made on line or at an OOS store.  Order status should be tracked from payment through 

customer pickup or delivery—and, possibly, returns.  In addition, customers and store associates 

should be able to track order status via any channel (e.g., on line, call center, mobile, or stores).   

In some cases, there may be multiple items on a single order that could not be found at the same 

fulfillment location (e.g., item A will be picked up at the north store, item B will be shipped to the 

customer from the D2C warehouse, and item C will be drop shipped from a supplier to the 

customer’s home).  Your omni-channel approach to this condition requires that you be able to track 

and report on the status of each item within the context of the customer’s overall order.  They 

should not seem like separate pieces, but rather, related components of the original order…lest you 

fragment the customer’s brand experience. 

Starting With The End In Mind 
Whether you only plan to enable Ship From Store, or you have much grander omni-channel plans, 

it’s imperative that you acknowledge your desired end state and all of your interim plans in terms 

of the extent to which they constantly get you closer to that end state.  One of the single biggest 

mistakes that some retailers make is to think one project at a time rather than the phased steps that 

will get them to their desired overall objective.  Those who fall victim to such a provincial, short-

term view of omni-channel invariably find themselves shackled by the short-term choices they 

made and end up undoing and redoing what they started with in order to get to their intended end 

goal. 

As a recommended next step, go through the opening eight steps described at the outset of this 
writing and ask these questions: 

1. Which capabilities will you want to have in the future? 
2. In what order will you want to enable them such that they make the best sense for your 

company, now and going forward? 
3. Of the business functionality described in the previous section, which will you need at each 

of the phases that you identified in response to Question 1? 
 
This exercise, alone, will keep you from implementing a tricycle, today, when what you will actually 
need is a cross-country vehicle, tomorrow. 
 
 
 
[NOTE:  For those interested in further understanding the catalysts for—and benefits from—
enabling Ship From Store, see “Ship From Store – Brick And Mortar As A Fulfillment Network” from 
the IBM Retail Thought-Leadership Series.]  
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For More Information 
To learn more about IBM® Sterling Order Management, please contact your IBM representative or 
IBM Business Partner, or visit:  
http://www-03.ibm.com/software/products/en/order-management  

http://www-03.ibm.com/software/products/en/order-management
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