
INTELLIGENCE THAT WORKS

COVID-19 Drives Reexamination  
of Retail Indirect Costs
Retailers face lower revenues, decreasing demand, and shifting channel 
mix as a result of the economic slowdown. They will need to focus on costs 
levers to survive and thrive.

A COMPREHENSIVE APPROACH USING MULTIPLE LEVERS IS NECESSARY TO REDUCE 
AND OPTIMIZE NON-LABOR INDIRECT SPEND

Retailers face declining revenues and decreasing demand in the face of the global pandemic and continued 
slowdown of economy. In addition, government safety and health mandates require companies to invest 
in new hygiene and sanitation standards to ensure both employee and customer safety. Companies must 
proactively evaluate and manage indirect expenses to align with the reduced revenue caused by store 
closures and declining consumer demand. 

Indirect expenses are a significant part of the retail cost structure and include everything from shopping 
bags to computer software and services. These costs are addressable through third-party contracts, internal 
demand management, and corporate policies. Many of the contracts involve pricing or discounts based on 
volume thresholds that may no longer apply in the new business environment.

Retailers must redefine their cost structure 
by identifying and attacking savings 
opportunities that can be achieved in a 
rapidly changing business environment
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THE CHALLENGE FOR RETAILERS
Retailers need to reset indirect spend across business units, divisions, and functions. Ideally, there will 
be areas where retailers can recalibrate their demand, renegotiate with vendors, and reduce spend 
without impacting the customer. Changes in staffing levels and technologies enabling employees 
to work from home will drive corresponding cost opportunities in categories like real estate, office 
supplies, and maintenance.

At the same time, employers will incur offsetting costs in many categories. Employees working from 
home will require licenses for new enabling technologies, home-office equipment purchases, and more 
staff to provide remote IT support.

The response to the COVID pandemic will also require additional investment in safety products, 
cleaning supplies, and sanitation in both stores and the corporate offices. Customers and employees 
must be kept safe and confident that proper precautions are being implemented to maintain their 
health and wellness.

Retailers are experiencing supply chain issues and shortages of necessary products (including safety 
and cleaning supplies) that could impact reopening and ongoing operations, as well as indirect costs. 
Existing vendor contracts were written based on larger revenue and spend thresholds, resulting in 
the potential loss of discounts or preferred pricing. Retailers must review and renegotiate contracts 
based on current business needs.

Employees working 
from home will require 
licenses for new enabling 
technologies, home-
office equipment 
purchases, 
and more staff 
to provide remote 
IT support.
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POTENTIAL RETAILER ACTIONS
Retailers can take several steps to manage indirect expense proactively:

 
SUMMARY 
In this distressed environment, retailers have an opportunity to achieve indirect expense reductions without 
resistance from past processes and norms, while ensuring compliance with new government regulations in 
response to COVID-19. This is a critical time for companies to assess go-forward business needs and reset 
indirect expenses to reduce unnecessary costs and offset the costs of new requirements.

The opinions expressed in this publication are those of the individual author(s) and do not represent the opinions of BRG or its other employees and affiliates. 
Information provided in the publication is not intended to and does not render legal, accounting, tax, or other professional advice or services, and no client 
relationship is established with BRG by making any information available in this publication, or from you transmitting an email or other message to us.  
None of the information contained herein should be used as a substitute for consultation with competent advisors.

About BRG
Berkeley Research Group, LLC (BRG) is a global consulting firm that helps leading organizations advance 
in three key areas: disputes and investigations, corporate finance, and performance improvement and 
advisory. Headquartered in California with offices around the world, we are an integrated group of 
experts, industry leaders, academics, data scientists, and professionals working beyond borders and 
disciplines. We harness our collective expertise to deliver the inspired insights and practical strategies 
our clients need to stay ahead of what’s next. Visit thinkbrg.com for more information. 

BRG’s Retail Performance Improvement team brings focus to companies to help operationalize 
strategy and accelerate revenue and margin while optimizing costs.
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Conduct a 
detailed review 

of indirect 
spend and 
contracts 

across business 
units, divisions, 

and functions

Assess 
proposed 

changes and 
factorinto 

organizational 
and operational 

needs

Size and 
prioritize 

potential cost 
improvement 

initiatives

Target specific 
vendors to 
eliminate, 

reduce use, or 
renegotiate 

reduced pricing

Identify and 
attack savings 
opportunities 

that can be 
achieved 
in a short 

or medium 
timeframe

Realize  
savings 

opportunities 
previously 

overlooked or 
given lower 

priority


