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Introduction
The ongoing momentum towards online shopping, coupled with the flourishing
experience economy, is having an impact on many traditional retailers who endure
fixed leases, high rental costs and often too many properties. Nowadays, loyalty cards
are not wielding the clout they once did, with only 6% of consumers saying that they
would stop shopping at a shop if it were to cease their loyalty card.
While the retail industry is under mounting pressure, the picture
is not as bleak as it may appear to be. Grocery retailers are
experiencing robust growth due to an inflationary environment,
in which more nimble, purely-online businesses are continually
expanding their share of the market. Moreover, many argue
that consumers still seek the experience and level of service
when buying goods in a bricks-and-mortar shop, a view that is
held by Alan Hawkins, CEO of the British Independent Retailers
Association. New technologies such as Augmented Reality (AR)
and robotics are helping retailers to level the playing field, with
many now combining online, offline, physical and digital
to survive in these uncertain times.
Digital holds monumental potential and is likely to be critical
in determining the fate of the retail sector in the near future.
Digital transformation is encouraging, with many positive
implementations into business models, but as with all new
implementations, it carries risks that many organisations are
not entirely prepared for.
Auditel’s specialist independent expertise can aid you to bridge
this uncertainty gap through our deep insights and industry
knowledge. We can support you in exploring how to best meet
your technological innovation requirements, whilst balancing
the risks that uncharted waters brings - ensuring you achieve
the very best value for money.
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Market Trends: Digital Disruption
With the UK firmly embedded in the fourth Industrial Revolution,
in which disruptive technologies are changing the way we live
and work, the need for the retail sector’s procurement functions
to embrace new ideas and technologies within their supply
chain has never been greater.
Now is the time for retail businesses to prioritise technological
advancements in order to stay competitive, with sector
predictions suggesting that these next few years are going to
move very quickly.

ARTIFICIAL INTELLIGENCE
In the near-future, retailers are going to be increasingly reliant
on AI. Big Data, machine learning and AI-powered assistants
which once were only leveraged by larger organisations, can
now be implemented by businesses of any size - there are a
number of platforms specifically designed to help small and
medium retailers leverage data more effectively. AI-powered
retail assistants can give you personalised advice based on
your point of sale data. This software learns about the individual
business by analysing sales, product, customer and inventory
information in real-time. These programs are then able to make
customised recommendations on how to further grow your
business going forward.

VIRTUAL ASSISTANTS
Currently, we are moving towards an increasingly voice-centric
world, which retailers need to prepare themselves for. Some of
the large US stores, such as Target, have teamed up with Google
to enable customers to purchase products using their Google
Assistant. These voice technologies, such as voice search and
virtual assistants, aren’t just for larger organisations though.
A personalised voice search strategy could also be hugely
beneficial for the SME market. This may allow brick and mortar
properties to optimise their listings for voice search, ensuring
that they appear when nearby customers search for their shop
or products.

AI-powered retail
assistants can give
you personalised
advice based on your
point of sale data. This
software learns about
the individual business
by analysing sales,
product, customer and
inventory information
in real-time.

Meanwhile, online shops could create content that answers
frequently asked questions, which could be requested through
voice assistants.
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Market Trends: Digital Disruption
SHOPPING WITH AR
Retailers are utilising AR technologies to close the gap between
the physical and digital. Amazon has recently launched Amazon
Scout that utilises AR features to enable consumers to picture
furniture within their homes. With the AR marketplace expected
to reach £105 billion by 2021, smaller retail business are
following close behind. To aid in levelling out the playing field
for smaller businesses, Shopify is making their AR technology
much more accessible. Their technology gives business a stepby-step toolkit to create their own AR experiences to exhibit
their products to customers.

£105bn
the AR market is
expected to reach
£105bn by 2021

MOBILE MESSAGING
In the last few years, we have seen an upwards trajectory in the
growth of mobile messaging, which looks like it is not due to
slow down anytime soon. Users of mobile phone messaging
apps are estimated to increase from 2.01 billion in 2018, to
2.18 billion in 2019, and up to 2.48 billion in 2021. From this
data we can expect consumers to increasingly rely upon instant
messaging and texting. For retailers, this offers a potential
opportunity to better interact with your customers by using
their preferred channels of communication. When correctly
implemented, instant messaging platforms can be effective
tools for answering customer questions and informing them of
product updates.

2.48bn

the estimated
increased amount of
users that use mobile
phone messaging
apps, by 2021

5G
The launch of 5G technology in the UK is imminent, with
EE due to turn on 5G in London, Cardiff, Edinburgh, Belfast,
Birmingham, Manchester and more by the end of 2019. This
technology enables super-fast mobile streaming, with 5G being
up to 20 times faster than 4G. Moreover, as 5G provides much
quicker download speeds, 5G may fuel the predicted explosion
of the ‘Internet of Things’ network-connected devices (e.g:
smart fridges, cars and radiators). This super-fast internet
speed could make technologies such as AR and VR much more
common, thus allowing such technologies to become much
more widespread in the retail environment.

EMERGING PAYMENT OPTIONS
The process of paying for products remains a crucial
component of brick and mortar retail and like most things in
the industry, is quickly evolving. Emerging payment processes,
including mobile payments and “buy now, pay later” are likely
to grow in popularity over the coming years. It may be in your
best interests to explore these options and explore the different
payment types you can offer — especially if you wish to target
younger customer demographics. As well as offering your
customers an improved service, by adopting quicker and more
flexible payment options, you can increase your number of
sales and growth rate. Research indicates that fast-growing
businesses are more likely to accept mobile payments, than
slower-growth businesses.
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DATA ANALYTICS
Modern shopping behaviours are causing a blurring of lines
between online and offline retail activity — for example
consumers trying on products in-store and then purchasing
them online. As a retailer, if you are selling products in different
channels, there is evidence to suggest that your presence on
one channel influences sales and brand perception on the
others.
As the retail industry moves towards a more integrated
omni-channel world, it’s crucial for retailers to work out how
to effectively measure the impact that both their physical
and digital channels are having and where you should be
maximising your efforts. One way in which to do this is to
measure whether there is any increase in online sales close
to where you have a physical store. You can also examine
your ecommerce analytics and see how much online traffic is
generated from specific geographical areas, especially where
you have brick and mortar locations.

As the retail industry
moves towards a
more integrated omnichannel world, it’s
crucial for retailers
to work out how to
effectively measure
the impacts that both
their physical and
digital channels are
having and where you
should be maximising
your efforts.
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Market Dynamics: Consumers
DELIVERY OPTIONS
With consumers finding new ways to shop online, there is huge
demand for fast and convenient delivery. In an age of instant
gratification with shoppers wanting their orders as soon as
possible, a PwC report found that 88% of consumers are willing
to pay more for same-day or faster delivery. Increasingly, the
speed and quality of delivery can be a significant differentiator
for consumers when choosing between different ecommerce
companies, especially within such a crowded marketplace.
Amazon is well known for building their empire through the fast,
guaranteed delivery that their Amazon Prime service offers.
In this process, Amazon has raised the bar for what consumers
expect from ecommerce companies when it comes to
delivery options.
While same-day shipping is relatively commonplace, with
around 50% of ecommerce retailers already offering sameday delivery, it is likely that this will become the default as
order fulfilment technology and standards improve. Although
few small retailers have the warehousing and supply chain
capabilities of Amazon; with the correct technologies,
strategies and partnerships, they could also offer these
services to their customers.

BRAND CULTURE
Nowadays, customers are increasingly shopping with their
emotions rather than their wallets. Millennials’ changing
preferences and attitudes regarding social consciousness,
environmentalism and corporate responsibility, to name
but a few, have already started to impact the ways in which
retail brands present themselves. Companies are engaging
with their customers outside of traditional shopping realms
more and more and are instead evolving in to cultural figures.
Organisations now need to take into account their brand image
and what they are conveying to the world, in order to create a
brand culture that matches their customers’ evolving values
and outlooks.
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SOCIAL SHOPPING
Ecommerce and social media platforms are becoming more
and more intertwined. Consumers are hugely influenced by the
content that they view on social media platforms, especially if
that content is provided by influencers. Proof of this shift is that
shopping via Instagram posts and stories has been especially
popular over the past year, with around 40% of ecommerce
brands utilising this feature.
Due to these advancements, having the ability to directly
purchase goods on social platforms of the consumers’ choice
is the obvious next step in omni-channel ecommerce. Social
shopping is still relatively new concept, but now is the time for
retail businesses to leverage the platforms that their consumers
already utilise. Furthermore, retailers can also boost their
sales through partnering with social media influencers, and by
improving their current social media profiles to be more easily
shoppable, especially on Instagram and Pinterest.

SUSTAINABILITY
As global warming and climate change awareness increases,
consumers are become much more mindful of the goods that
they are purchasing, the organisations that they are supporting
and how businesses align with their own personal values.
Shoppers are increasingly evaluating products and brands
based on the ethics and values of organisations. Due to this,
retailers are improving their processes to ensure that they
are packing, selling and delivering products in ways that
are not detrimental to society or the natural environment.
From the ethical sourcing of goods and materials, to using
more sustainable product packaging, this trend is growing
in popularity. This focus on more sustainable models of
consumption, is granting opportunities for newer brands,
services and platforms to emerge — with a focus on thrifting
and re-commerce — as customers aim to recycle and reuse
more of the products that they purchase.

40%

of ecommerce brands
utilise Instagram posts
and stories as an
advertising avenue.
Consumers are
hugely influenced
by the content that
they view on social
media platforms,
especially if that
content is provided by
influencers.

Offering consumers genuine transparency and taking a stance
on ethical issues, although at times risky, can establish long
lasting customers through their trust and loyalty.
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Model and Supply Chain Dynamics
EXPERIENTIAL RETAIL
The traditional model of in-store and online retail focused
solely on products being sold. However, consumers have slowly
been moving away from shopping strictly for products and
are instead seeking more engaging experiences. This trend
has largely been driven by millennials, who often seek out
experiences over material items. Simply remodelling a brick and
mortar store is not enough, though. Samsung recently unveiled
a £34 million pop-up store, that featured their products, but did
not actually have anything for sale. The emergence of novel
technologies will continue to encourage retailers to add layers
and new experiences to their traditional retail models.
Nowadays, consumers are not flocking to retail locations
out of convenience. Some still do, but as a result of booming
ecommerce stores, “convenience” has come to be equated with
online shopping. Many modern customers make the effort to go
to high street retail shops because of the experiences they have
in the shop. Retail businesses need to be increasingly aware
of why their customers are shopping offline and thoughtfully
design their properties to fit their customers’ needs. The
optimum customer experience strategy will rely on a retailers’
products, shop and customers. It’s essential to understand all
three to the fullest extent in order to provide shoppers with the
best offerings possible.

Consumers have
slowly been moving
away from shopping
strictly for products,
and are instead
seeking more
engaging experiences.
This trend has largely
been driven by
millennials, who often
seek out experiences
over material items.

SUBSCRIPTION ECOMMERCE
Nowadays, shoppers are increasingly looking for a shopping
experience that is personalised to their specific needs and then
delivered directly to their door. The convergence of these trends
has founded the emergence of ‘subscription ecommerce’ where
businesses curate products which are then shipped to their
customers regularly.
This area has expanded massively since 2010, growing from
£45.5 million in sales revenue to over £2 billion in 2016.
According to McKinsey & Company, around 15% of online
shoppers signed up for a subscription service in 2017. This
trend is strongly linked to consumers looking for experiences,
as they are increasingly willing to pay for services that provide
tangible benefits, combined with personalised offerings.
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PROCUREMENT
Whilst back-end functions of retail might not be as popular
as consumer-facing initiatives, the need to invest in back
office functions is crucial, in order to thrive within the current
competitive landscape. Where traditionally the front-facing,
more obvious details of the retail sector mattered the most,
behind the scene players are now driving results within
commerce. These range from warehouse operations, to the
management of inventory, thus utilising more effective logistics
to enhance customer service. Firstly, retailers need to evaluate
their current processes and technologies to identify areas for
improvements. Improvements that can be made may include
reducing inefficient tasks, or steps, that are preventing the best
customer experience possible. Consumers are demanding more
efficient and personalised results from retailers increasingly,
and in order to truly thrive, retail organisations need to embrace
these realities. With a core focus on integrating technologies
that aid in making proactive decisions in all aspects of their
retail operations, these consumers can be satisfied.

BRICKS, MORTAR AND THE HIGH STREET
With the cost of operating a physical store increasing yearon-year, many brands are assessing whether or not the hefty
price tag of bricks and mortar are worth it. The 20 largest
online retailers experienced a 23% sales increase over the last
year, further bolstering the potential viability of ecommerceonly retail. With this in mind, many retailers are looking into
building online only businesses and we can expect to see the
transition away from the high street to continue. This, however,
is not going to be viable for all retailers – many of the larger
department stores are tied into fixed, long leases. The main
question is whether they continue to develop their current
properties, or hold out until the end of their leases to save
their money.
Retail remains to be the single largest private sector employer
within the UK, with 10% of the population working in retail and
annual sales of £358 billion. Despite many of the alarming
headlines regarding the high street, online sales still only
account for less than a fifth of UK retail sales, according to
the Office for National Statistics. Britain’s retail landscape is
dominated by supermarkets, followed closely by department
stores, however Amazon recently appeared in the top ten and
now accounts for £4 in every £100 spent in the UK.

Retailers need
to evaluate their
current processes
and technologies
to identify areas for
improvements. Such
improvements that can
be made may include
reducing inefficient
tasks or steps that are
preventing the best
customer experience
possible.

23%

increase in sales seen
by online retailers over
the last year.
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Human Capital
The future won’t be easy for businesses that underpay and
overwork their employees. The employment landscape in retail
is changing; hiring is on the up and the labour market is tighter
and increasingly competitive. Moreover, nowadays the retail
assistant role is much more than just sales and store admin.
Now it is a job role that has evolved from being just sales
oriented, to one which requires consultation and expertise.
Retailers that prosper will do so by engaging with their
customers on a personal level, by offering meaningful human
interactions that provide consumers with confidence in their
products. This puts more pressure on businesses to improve
their hiring and training programmes, which will in turn
empower their sales associates, ensuring customer interactions
are put first. No longer is it enough to only train employees on
the store’s products and policies — consumers now expect
shopping experiences to provide a personal connection and to
be able to interact with sales associates in a memorable way.

Retailers that prosper
will do so by engaging
with their customers
on a personal level, by
offering meaningful
human interactions
that provide
consumers with
confidence in
their products.

No longer is it enough to only train employees on the store’s
products and policies - consumers now expect shopping
experiences to provide a personal connection and to be
able to interact with sales associates in a memorable way.
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Summary
There is not a single, standard solution to these challenges.
However, as a retail sector executive, now is the time to reexamine your company’s portfolio through the lens of the
new conditions that currently face us. The payoff of being
a digitally oriented organisation — that is quick to adapt to
new technologies — is not an inaccessible dream anymore,
but rather a reality. Data indicates that across all sectors,
organisations that reserve money for R&D spending on
technologies earlier than their competitors, boast greater
revenue gains.
Retailers in the UK are facing challenging times ahead, which is
set to continue. Over 30% of the UK’s retail jobs may disappear
by 2025, according to the British Retail Consortium. The outlook
for this industry, however, is not as bleak as many would like to
make it out to be. As the high street evolves, retail businesses
that bridge the digital and real-world interaction gap are going
to prosper in the new retail landscape. Brands that acquire
sufficient consumer knowledge and utilise it effectively are best
placed to compete in the future. Currently we are a long way off
from an online-only future. Many still enjoy shopping in physical
store locations, and whilst there are some physical store
closures, many online stores are still seeking a highstreet presence.
The risks of making such decisions can be significantly reduced
if organisations ensure that they have a truthful comprehension
of their current business position, with a 360-degree view of the
challenges that are confronting them. Once this strategic high
ground has been achieved, decisions regarding the investments
required for growth and productivity become significantly
less stressful.
Auditel have worked extensively with many retail businesses
over the years and have a deep understanding of the sector’s
challenges and needs, due to our extensive network of experts.
By engaging Auditel at the right time, independent external help
that works alongside your existing operational teams can level
the playing field and strengthen your competitive advantage,
whilst ensuring you achieve the very best value for money.
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