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E X E C U T I V E  S U M M A R Y

• Retailers and distributors are under increasing pressure to deliver 
consumer products and perishables into cities, often within narrow 
timeframes. This has created a need for adequate delivery sites in and 
around dense urban areas to accommodate the growing consumer 
demand.

• E-commerce continues to challenge the traditional supply chain. As 
a result, distributors have altered their supply chains to augment the 
traditional logistics platform that relied on regional distribution, to 
one that includes an urban logistics schema with locations that serve 
consumer hot spots.

• The millennial generation is driving global consumption. For example, 
U.K. millennials do more than a third of their non-food shopping online, 
and 50% of them are expected to do so by 2019.

• Big data is playing a larger role in the last-mile challenge by providing 
creative solutions for industrial operators, such as driver tracking, 
dispatching, mobile messaging, and delivery services for multichannel 
retailers. 

• Innovative strategies within the last mile that have taken shape in dense 
global industrial hubs include multi-story warehouses, locker/pick-up 
locations and infill service centers.
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I N T R O D U C T I O N

Urban areas around the world are evolving towards a more dynamic level 
of material transport as city logistics comes into play. Consumer demands 
are fueled by e-commerce and its ability to provide same-day delivery 
options at little-to-no expense to the consumer. This has become the single 
largest disrupter to the logistics industry, creating a supply chain arms race, 
completely changing the way we think about industrial real estate, and 

Paired to the already growing need for last-mile facilities resulting from the 
thinning of warehouse networks, the pressure to establish adequate delivery sites 
in and around cities is mounting. 

transforming the last-mile scheme. This isn’t a new phenomenon, and yet it 
isn’t a fleeting trend either. Companies are now using industrial real estate 
as a strategic differentiator, which has led to strong market fundamentals 
in global hubs. In this report, we explore the last mile and city logistics on 
a global scale, looking at the implications to the physical supply chain and 
what it means for industrial owners and occupiers. 
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E V O L U T I O N  O F  S U P P LY  C H A I N  &  C I T Y  L O G I S T I C S

Since the distances involved in supporting global supply chains have 
grown, the importance of distribution has increased, prompting widespread 
development of large terminal facilities such as ports, airports, rail yards 
and distribution centers in metropolitan areas.1 Large terminals form a 
fundamental element of the interface between global distribution and city 
logistics.2 The impetus for this is urbanization, which has impacted city 
logistics with urban population growth and density. According to the U.N., 
54% of the world population are city dwellers, and they are growing more 
rapidly than the population as a whole. 

Cities are significantly relevant to the logistics sector, as these areas 
tend to be inhabited by active, demanding and trend-setting consumers 
with growing incomes. Logistics is servicing not only the homes of these 
customers, but also many shops, restaurants and leisure facilities that 
are visited by these urbanites. This means that supply chains are under 
increasing pressure to deliver consumer products and perishables into the 
cities, often within narrow timeframes. This has created a need to establish 
adequate delivery sites in and around cities to accommodate the growing 
consumer demand.

Led by new consumer behaviors, e-commerce has driven the most disruptive 
movement of our time, changing the supply chain landscape forever. 

1. See recent CBRE report on large-scale infrastructure projects here.
2. Dr. Dablanc: French Institute of Sciences and Technology for Transport, Development and Networks (IFSTTAR), Universite de Paris-Est.
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FIGURE 1: WORLD CITIES – POPULATION 1M+ (CLICK MAP TO INTERACT)

Source: CBRE Research, United Nations, ESRI, 2015.
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Before e-commerce, supply chain design was much simpler. Inventory turns were longer and 
consequently more predictable. An effective supply chain could be designed as a network of just 
a few national distribution centers located across the country and region, providing access to an 
entire service area in approximately three days. The old supply chain model was effective when the 
primary form of retail shopping took place in brick-and-mortar stores that replenished inventory on 
a longer schedule, and when e-commerce was in its infancy and there was no special expectation 
for delivery times. In the past several years, consumer expectations have changed, and supply 
chains have been forced to adapt accordingly.

The demand for instant delivery services (one-hour, one-day delivery) has been rapidly increasing, 
and this has generated significant needs for optimizing the supply chain. According to data 
compiled by CBRE, more than 30% of major European distributors already offer one-day delivery 
services, and approximately 10% offer same-day delivery. The growing depth of the offer is also 
becoming a determinant aspect in terms of competitiveness, significantly impacting supply chains. 
Whereas the in-store consumer can select a competing product, the e-consumer does not accept 
product unavailability. As a result, “operational excellence” drives the deployment of e-commerce.

E-commerce is challenging the traditional supply chain by creating a need to be closer to densely 
populated areas. Consequently, distributors have altered their supply chains to augment the 
traditional logistics platform that relied on regional distribution, to one that includes an urban 
logistics schema with locations that serve consumer hot spots. See Figure 2 for a comparison of the 
traditional logistics schema versus the e-commerce schema. 
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FIGURE 2: TRADITIONAL VS E-COMMERCE LOGISTICS SCHEMA 

CBRE Research, Q1 2017.
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T H E  M I L L E N N I A L  C O N S U M E R :  G R O W I N G  U P  I N  A N 
E R A  O F  I N S T A N T  G R A T I F I C A T I O N

One consumer segment that has been driving the e-commerce market 
is millennials, the demographic cohort between the ages of 22 and 29. 
This group has grown up in an era of instant gratification, so it is not 
surprising that they appreciate online shopping and the option of same-day 
delivery. This is undoubtedly made possible by internet access, with a clear 
correlation between countries with fast and reliable internet access, internet 
penetration and online spending. In countries that cite internet speed as a 
key factor in their low levels of retail engagement, we see a parallel stream: 
As speeds increase so will online retail, until it reaches a point where an 
additional bump in speed has no tangible benefit.

According to CBRE’s recent global survey, Millennials: Myths and Realities, 
when they do shop online, millennials prefer to have their purchases 
delivered to their homes. One-third of those surveyed always use this 
method; two-thirds use home delivery “always or very often.” There 

are regional differences, however. The most marked result is a higher 
preference in Asia for third-party collection and office delivery. In most 
Asian countries, there is a close correlation between the ability to receive 
goods in the office and a preference for that method. Almost half of 
millennials surveyed in India and China, for example, opt for office delivery.   

According to the same survey, U.K. millennials do more than a third of their 
non-food shopping online, more than any other country surveyed. They 
are also more likely to be at the forefront of innovation in online retailing, 
with half expecting to do more than 50% of their non-food shopping online 
by 2019. This trend is driven by the fact that the U.K. has led the way in 
smartphone adoption, with retailers developing strong online offers to 
complement the stores they operate. As a result, e-commerce represents 
a relatively higher proportion of total sales when compared with other 
markets. 
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Online shopping is clearly important to millennials, and they like to take advantage 
of home delivery. There are regional differences, however. Almost half of millennials 
surveyed in India and China, for example, opt for office delivery.

FIGURE 3: DELIVERY METHODS BY REGION AMERICAS    EMEA    ASIA PACIFIC
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CBRE Research, Q4 2016.
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FIGURE 4: PROPORTION OF NON-FOOD SHOPPING ONLINE,  
CURRENT AND IN THREE YEARS

CURRENT    PREDICTED

CBRE Research, Q4 2016.
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S U P P LY  C H A I N  F U N N E L

Warehouse occupiers have begun implementing the next phase of their 
supply chain development, incorporating smaller regional and local 
distribution centers that can get their products to the end user quicker 
and more efficiently. It is useful to think of a supply chain as a funnel, with 
the wide end representing the larger fulfillment facilities located farther 
from population cores, and the narrow end representing the smaller, infill 
properties that are located as near to densely populated areas as possible. 
If a retailer is going to achieve same-day or same- hour delivery, the 
funnel’s narrow bottom—known as “the last mile”—is a critical component 
of the network. 

The “last mile” doesn’t necessarily mean the literal last mile in the delivery 
of goods, but the final leg of distribution in the supply chain. In the United 
States, for example, the transformation of the supply chain has shifted 
occupier focus away from big-box facilities that have dominated demand 
in the past, toward smaller light-industrial properties that comprise 
approximately 65% of warehouse stock. This product—warehouse space 
that is smaller than 200,000 sq. ft. (18,500 sq. m.), but often much 
smaller—is usually located in or near infill locations. In contrast to the 

big-box distribution center, it features lower ceiling heights (28 ft./8.5 m. 
or less), fewer loading-dock doors and smaller land sites to accommodate 
trailer and employee parking.  

In Europe, the restructuring of supply chains has led to a growing need for 
efficiency, resulting in a smaller warehouse network with larger but fewer 
facilities. Due to population growth and urbanization, land suited and 
zoned for industrial use is becoming increasingly scarce. For example, the 
amount of industrial land in use in Greater London has declined from 8.3 
thousand hectares in 2001 to 7 thousand hectares in 2015.3 Meanwhile, 
the growing population has prompted more retail and leisure facilities. 
Enter the multi-layered warehouse, where mezzanine floors in a standard 
big box facility are used to create a multi-level operation.4 Vertical logistics 
facilities are already well known in East-Asian markets, where densely 
populated cities and lack of available land make them a viable solution. 
As e-commerce grows and continues to impact the market, the use of 
vertically structured warehouses will become a virtually inevitable factor for 
the growth of city logistics in dense European hubs.

3. GLA, London industrial land supply & economy study, 2015.
4. See CBRE report here: Up in the Air: The Case for Vertical Solutions.
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I N N O V A T I O N  W I T H I N  T H E  L A S T  M I L E  S C H E M A

THE POWER OF BIG DATA
The last mile has become an important component in the supply chain, 
and a challenging one as well. Customers expect speed and convenience, 
and logistics operators are compelled to give them what they expect in 
order to survive in this competitive business. This is where technology 
comes into play. Given the abundance of information on hand and massive 
amounts of data, companies are able to improve delivery services and 
become more efficient.

Technology start-ups have entered the “on-demand” space, such as Bringg, 
which offers a web and mobile platform that provides real-time driver 
tracking, dispatching, alerting, mobile messaging, ETAs and other features. 
This will allow smaller and mid-sized companies to compete with the mega 
e-retailers while keeping their customers happy. With offices in New York 
and Tel Aviv, Bringg operates in more than 50 countries. 

Another firm that has created a solution to the last-mile challenge is Deliv, 
a crowdsourced same-day delivery service for large national multichannel 
retailers in 18 U.S. markets. It uses the technology enhancements of omni-
channel platforms and GPS-enabled smartphones to mobilize its crowd 
of drivers. Even though this company is only 5 years old, its services may 
become widespread as retailers look for new ways to accommodate 
consumer preferences.   

CURRENT STRATEGIES WORLDWIDE
In addition to harnessing big data to address last-mile challenges, 
there have been numerous physical innovations that have taken shape 
worldwide. See Figure 5 for examples of strategies that are helping 
enable the growth of city logistics. Some strategies have been intentionally 
excluded—such as drone delivery—given the fact that it is just in its infancy 
with regard to implementation.
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FIGURE 5: LAST MILE/CITY LOGISTICS STRATEGIES 

CBRE Research, Q1 2017.
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• This model can be seen in large global hubs 
such as New York, Seattle, Chicago, London, 
and Hong Kong, as well as markets in France, 
Germany and Italy.  

• Retail stores host the lockers, typically located 
in urban areas. 

• Designed to quickly handle orders destined for 
customers, often located within miles of the 
facility. 

• Orders from one or more fulfillment centers 
arrive at the facility, are sorted, and are 
prepared for delivery to the customer. 

• From there, delivery is handled in a variety of 
ways, including local courier or bike messenger. 
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FIGURE 6: REAL ESTATE IMPLICATIONS

Multi-story warehouses This introduces challenges for valuation and lease agreements, as extra floors or high bays are generally not 
fully charged.

Policy & city regulations 
In Europe, for example, cities will likely implement regulation on city logistics in the near term in order to 
alleviate the congestion caused by parcel deliveries—potentially leading to consolidation centers on the 
periphery of urban cores.

Re-logistification We are seeing a “re-logistification” of retail and other property types in cities, whereby retail and logistics are 
effectively blended.

Inventory integration As inventories are fully integrated into retail shops in the city we will see them being used as small facilities 
(warehouses) from which e-fulfilment can be done and where returns can be processed.

Flexible distribution According to MIT Sloan’s Matthias Winkenbach, we may see the creation of more flexible distribution centers 
whereby a fleet of mobile warehouses are parked at strategic locations throughout the city.

Source: CBRE Research, Q1 2017.
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O U T L O O K

The search for efficiency within the last mile continues to evolve as 
innovative strategies take shape to meet growing consumer demands. 
As millennials continue flocking to urban areas, they will drive the 
transformation of the supply chain with their spending habits. The 
consumer landscape as a whole has expanded rapidly with the help of 
e-commerce, and this will undoubtedly continue at a far more rapid rate. 
Furthermore, big data has come into play as technological innovation 

allows retailers and industrial operators to better understand the needs of 
their consumers. Altogether, this is creating a perfect storm for city logistics 
to become an even more critical component in the supply chain. The 
industrial operators that find the right balance between their supply and 
demand fundamentals will have taken a closer look at these growing trends 
to create a multi-faceted last-mile strategy that keeps their customers happy 
and delivery costs low. 
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C O N T A C T  I N F O R M A T I O N

Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it 
and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively 
for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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