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Store of the future:
The Digital Store
In the ﬁrst of a three-part
whitepaper series from Red Ant
and NBK Retail, we explore the
factors driving retailers to
revitalise the physical space,
the urgency to create a
frictionless in-store experience
and the digital store’s rise to
prominence.

The retail sector is facing unprecedented levels of
change. Over the past decade, we’ve witnessed the
birth of the ‘on-my-terms’ shopper and the
seemingly unstoppable rise of e-commerce. Today’s
ubiquitously connected shoppers are ﬁrmly in the
driving seat, and retailers are scrambling to keep up
with dramatic shifts in both customer behaviour and
expectations.
It’s clear that not all retailers have been equipped to
deal with the accelerated pace of change facing the
industry. As such, we’ve seen high-proﬁle casualties
on the high street as well as record numbers of job
losses and store closures. And we should be bracing
ourselves for more short-term pain as the industry
reconﬁgures for the digital age. Although it’s not
quite a retail apocalypse, there are a couple of
important points that we must acknowledge:
1. We have an oversupply of retail space. According
to the Oﬃce for National Statistics, online sales
accounted for less than 5% of UK retail sales in 2009.
Fast forward to 2019 - a whopping 20% of retail sales
now take place online. Although e-commerce
shouldn’t be viewed as the death knell for the high
street, retailers must streamline their store
portfolios to better reﬂect consumer demand. The
future is fewer, more impactful stores.
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2. There is no room for mediocre retail. In today’s
climate, you have to be on top of your game. The
retailers that are struggling right now share some
common traits - they lack agility, diﬀerentiation,
relevance. They try to be all things to all people.
They don’t have a compelling purpose. And having
an iconic brand doesn’t make you immune to the
broader challenges facing the high street. This is
retail Darwinisim - put simply, you evolve or die. But
we believe that, for those brands willing to adapt,
this is a fantastically exciting time to be in retail.

Why the store is
not dead

The sector may be in the midst of a seismic, and
quite painful, transition, but stores will continue to
play a critical role in retail for decades to come. Even
Jeﬀ Bezos, CEO and Founder of Amazon, believes
that ‘physical stores aren’t going anywhere.
E-commerce is going to be a part of everything, but
not the whole thing.’
Over the past ﬁve years, we’ve witnessed the online
to oﬄine (O2O) gold rush as Amazon and dozens of
other digitally native brands around the world
transition into the physical realm. This presents itself
as something of a double-edged sword for the high
street: on the one hand, online retailers opening
stores means yet more disruption that will inevitably
displace some weaker retailers, but on the other, it’s
the utmost validation of bricks and mortar retail.
Perhaps the future of retail is stores after all?

Physical stores aren’t
“going
anywhere.

E-commerce is going to be
a part of everything, but
not the whole thing.”

Jeﬀ Bezos

So what’s driving this?
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The structural economic advantages of being an online-only retailer have
disappeared. Having a physical presence helps to oﬀset rising shipping and
customer acquisition costs, while often resulting in a ‘halo eﬀect’ on online sales.
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The future of retail is blended. Very few customers shop exclusively online or
exclusively in-store; they want the best of both worlds. This is particularly true
for high-touch or high-frequency categories like grocery, fashion, beauty and
home furnishings.
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Stores are still full of friction. According to our OnePoll survey among 1,000
shoppers, the most common reason they shop online is because it’s easy (75%).
Digitally native brands are now using technology to replicate that ease,
convenience and, ideally, personalisation in a physical setting.

The majority...

In fact...

Followed closely by...

70% 40% 39%
of shoppers that we
surveyed agree that, despite
the profound structural
changes outlined above, the
high street is still a good
place to shop.

of shoppers still shop
‘mostly in-store’

who shop in-store and online
equally.

By now, retailers should be fully on board with the concept of ‘thinking like their
shoppers’ who are channel- and device-agnostic. Shoppers view one brand and
expect a seamless experience regardless of the number of touchpoints. The need
for retailers to adopt an omnichannel mindset is more urgent than ever, as the
convergence of physical and digital worlds continues to rapidly accelerate.

In order to achieve a genuinely uniﬁed shopping
experience across multiple channels, it’s important to
ﬁrst understand how the lines between the physical
store and online retail are blurring:
Traditional USPs - Physical Store

How Online Retail is Encroaching

See/touch product in real life
(important to 75% of respondents)

Try before you buy schemes; product sampling;
augmented reality

Immediacy

Same-day delivery

Leisure aspect

Social communications – integrated Twitter,
Facebook, Instagram share-and-shop campaigns and
streaming events

Human touch

Artiﬁcial intelligence (eg chatbots)

Traditional USPs - Online Retail

How Physical Stores are Encroaching

Ease (important to 74% of respondents)

Runner apps (sales colleagues fetch and deliver
goods to the shopper, either within one or over
many stores); mPoS (no queueing at the till); click &
collect (leveraging physical infrastructure to bridge
the gap with digital)

Range

Endless aisles/online ordering in-store; stock
checking and management

Personalisation

Clienteling through in-depth shopper insight and
personalised recommendations; augmented reality
(ie. magic mirrors); tailored oﬀers through access to
previous online purchases, wishlists and
personalised communications as well as
identiﬁcation of shopper activity down to aisle level

Transparency (product, pricing and peer reviews)

Digital signage and electronic shelf labels; sales
colleagues given access to online content with a
direct link to reviews, recommendations, videos,
social imagery and how-to guides

Expectations have gone
through the roof
As online and oﬄine worlds converge, customer
expectations of a physical shop are changing rapidly.
In a world where you can order just about anything
online and have it turn up in a day or two, high
street retailers must ensure that they are oﬀering
more than just product. They need to go beyond
selling, they need to transcend the transaction. In
our next whitepaper, we’ll delve into the
‘experiential store’ but for now it’s important to
acknowledge the broader shift from transactional to
experiential. In fact, we would argue that the very
terminology we use today should be re-evaluated.
What is a retailer? A sales associate? A store? Apple,
for example, wants its outlets to be called ‘town
squares’ and cycling brand Rapha ‘clubhouses’.

Our smart homes will also ensure we never miss a
delivery again. It will become convenient, and not
creepy, to grant retailers access to our homes to
safely deliver a parcel or even pop our groceries in
the fridge. Meanwhile, same-day delivery will
become the norm in urban areas. So how will these
heightened customer expectations translate in a
bricks and mortar retail setting?
In a nutshell, customers will expect to shop on their
terms, not the terms dictated to them by the
retailer. This means that high street retailers need to
ensure they’re saving customers’ time or enhancing
it. There is no longer a middle ground.
We believe that stores of the future will be:

Frictionless
to keep up with online retail
Shoppers today live online. They don’t ‘go shopping’
any more, they just are shopping. And looking to the
future, expectations from these ‘always-on’
customers will continue to rise thanks to further
technology advances such as the democratization of
the connected home and social commerce
enhancements. Already, we can be ‘shopping’ with a
single tap on Instagram or by asking Alexa to add an
item to our basket. In the future, we’ll spend less
time buying the essentials as our connected homes
do all the mundane tasks like automatically
reordering pet food and toilet paper. The path to
purchase is no longer linear, and we can expect to
see further proliferation of customer touchpoints
that will pop up outside of traditional retail channels
- in our homes, in objects and even in media.

Experiential
to distance themselves from online retail

A hub for fulﬁlment
to bridge the gap between online and oﬄine worlds

Frictionless retail - The digital store
The race for the most seamless in-store experience is on. With online giants like
Amazon, Alibaba and JD.com making the leap into the physical realm, there is a
growing urgency for legacy retailers to rethink the physical space. With the right
technology, high street retailers can leverage the strength of their physical
infrastructure and ﬁnally bring the bricks and mortar store into the 21st century.
When today’s shoppers walk into a store, they’re armed with their own personal
shopping companions. The assistance of mobile phones has empowered
customers, enabling them to make far more informed decisions before, during
and after the transaction. Today, the majority of sales are digitally inﬂuenced.
Gone are the days when price comparisons meant visiting multiple physical
locations. And when shoppers want to learn more about a product, it can be
quicker to consult their phones rather than seek out a sales associate.

That is, unless retailers have equipped their own staﬀ
with technology in a bid to provide an even more
frictionless experience for the shopper. Customer
connectivity and near-instant gratiﬁcation is the (not
so) new normal. While all retailers must cater to the
demands of today’s ubiquitous connected shoppers,
the most successful ones are also utilizing their best
assets - their people.
It’s important to point out here that sales associates
will require a diﬀerent skill set in the future. A robot
can stock shelves but it can’t engage in meaningful
conversation. As low-level tasks like inventory and
checkout inevitably become automated, employee
time will be freed up to focus on greater customer
engagement. The role of the sales associate will
become far more consultative, as bricks & mortar
retailers cling to one of their last remaining USPs,
albeit one that is enhanced by technology, which is
the human touch. Sales associates will have to
become genuine ambassadors for the brand knowledgeable, passionate and motivated - and
therefore it’s essential that retailers are empowering
and incentivising their staﬀ accordingly. Brand
evangelism starts with the employee.

And just as stores must
transition from being
transactional to
experiential, the role of
the sales associate must
also shift to become a
‘trusted shopping
companion’.

They need to be there when the customer wants
them, to assist rather than sell, so that the customer
can make a considered purchase.
Now, let’s explore the main friction points in-store
and how technology can alleviate them.

Frictionless checkout
In 1999, something revolutionary happened
in the e-commerce world: we saw the launch
of one-click purchasing (patented in fact by
Amazon). This was a game-changer because it
meant that shoppers no longer had to endure
the most laborious part of the online
checkout process - manually ﬁlling in delivery
and payment information. A shorter path to
purchase improved customer satisfaction and
loyalty, eventually becoming the norm rather
than the exception.

In fact, over half

54%
Of shoppers we surveyed agreed that sales
staﬀ play an important part in shopping
in-store and, when asked about the types of
experiences they’d like to ﬁnd in-store

Nearly one quarter
Two decades on, Amazon is looking to cut
friction from the checkout experience again this time in physical stores. The launch of
Amazon Go, its ﬁrst checkout-free grocery
store, has sent shockwaves across the
industry and rightfully so - no other retailer
has been more eﬀective at stamping out
complacency and enhancing the customer
experience. The checkout is no exception, and
legacy retailers must now prepare for the next
stage of bricks & mortar disruption.
But let’s be very clear here - automation is
coming but it won’t replace the manned
checkout in its entirety. One of the key
diﬀerences between online and in-store is
people. While some shoppers crave the social
engagement that a physical store can provide,
others simply don’t want to do the legwork of
scanning or checking out themselves.

22%
Of shoppers told us that they wanted ‘staﬀ with
mobile technology which allows them to ﬁnd
out information, order items for you and take
payments without you having to queue up’.

This addresses the friction issue
while also enabling staﬀ to engage
with shoppers on a more personal
level. Catching shoppers in
‘payment mode’ also means
potential up- and cross-sell
opportunities, particularly if the
sales associate is able to oﬀer
personalized recommendations
based on shopper data.

Again, this only works when retailers encourage autonomy among their sales associates,
trusting them to provide expertise and tailored oﬀers, as well as apply promotional and
goodwill discounts on the spot, all of which are proven ways to build customer loyalty.
Having staﬀ equipped with a mobile POS (mPOS) is particularly beneﬁcial for seasonal events
and holidays, where it can make the diﬀerence between a customer visiting a shop and not
bothering because of the perceived hassle.

Stock availability and navigation
High street retailers used to win on immediacy. It’s certainly not rocket
science, but the fact that a shopper could walk into a store, purchase an
item and take it home immediately was traditionally the envy of online
retailers. That proposition is being eroded today, with same-day and even
two-hour delivery becoming commonplace in big cities.

So, in this instance, why would a customer choose online over a local store? There
is, as previously discussed, the obvious convenience element. In fact, the majority
(52%) of consumers we surveyed agree that the ability to buy ‘what you want,
when you want it’ is critical when choosing one retailer over another.

But there’s another important factor at play here - stock availability. When a
customer places an order online, regardless of how that order is fulﬁlled, they are
guaranteed that the item is in stock and reserved exclusively for them. This is one
of the reasons why click & collect has exploded on the high street over the past
decade. It was the ﬁrst major step to bridging the gap between physical and digital
retail. Very few retailers, however, allow shoppers to reserve and collect primarily
due to poor visibility of store-level inventory data.
Yet, our research shows that 40% of consumers, now accustomed to shopping on
their terms, would choose a particular retailer if they could guarantee stock
availability in advance. This will also become more important in the future as
retailers transform their stores into mini-warehouses to cater to growing demand
for speedy delivery.

Retailers today should be able to let both customers and sales
associates know exactly what stock is available and where, hold to
get hold of it and how quickly it can be delivered. Not only will this
give customers the kind of service they’ve come to expect, but it
also makes stock buying and management more eﬃcient as
purchase data will be more accurate and comprehensive. In the
future, expect to see more retailers equipping their sales associates
with the same access to product, pricing and availability
information as their customers, so they can ‘save the sale’ by
having products shipped from another store for collection or
ordered from the store online, for home delivery and collection.
In terms of improving navigation, retailers are embracing in-store
mapping systems using a range of technologies including WiFi,
Bluetooth, audio, video and magnetic positioning, augmented
reality and 3D virtualisation allowing customers to use their mobile
devices to ﬁnd the products they are looking for more quickly.

today should
“beRetailers
able to let both
customers and sales
associates know exactly
what stock is available
and where, hold to get
hold of it and how
quickly it can be
delivered. ”

Hyper-personalisation
Up until now, we’ve primarily focused on the need for bricks & mortar retail to
level the playing ﬁeld through ease and convenience. But there’s another
essential component here - relevance. Shoppers have grown accustomed to a
highly tailored online experience, where the ability to ﬁlter out the irrelevant is
only a click or a tap away. Personalised product recommendations are oﬀered
based on past purchases or browsing history.
Retailers know what shoppers are searching for and ﬁnding, and, perhaps more
importantly, what they’re searching for and not ﬁnding. With just one click,
customers can add all of their ‘regulars’ to the weekly food shop. User-generated
ratings and reviews help in the decision-making process. And, looking ahead to
the next decade, the switch to artiﬁcial intelligence will lead to even deeper
personalization as retailers are able to quickly and more eﬃciently make sense of
all their data.

So what does this mean for the physical store?
It means they have to be prepared to cater to digitally enabled
shoppers who have a growing appetite for a more relevant in-store
experience. In fact, when asked what would make going to a shop
worth their while, 17% cited ‘a personalised shopping experience’. The
trade-oﬀ, of course, is personal data.
It’s clear that shoppers today want to engage with knowledgeable staﬀ
in-store, and by sharing their data those sales associates can anticipate
the customers’ needs as they walk through the door. There’s a ﬁne line,
of course, between convenient and creepy, but our research shows
that shoppers are increasingly willing to sacriﬁce privacy for
convenience and relevance: 38% of shoppers we surveyed said that
they would be happy to share their data with retailers.
But in a post-GDPR world, shoppers want to know exactly what’s in it for them
so retailers must clearly convey the value in sharing data - more relevant
products, service and oﬀers. Sales associates can make recommendations
based on season, personal wish lists or events such as birthdays to make the
shopping process even easier and more enjoyable.
According to our survey, 29% of shoppers would spend more money if a sales
associate recommended something to complement their purchase (based on
what they have previously bought or have on their wish list). And, as services
like access to a personal shopper become democratized, it will be even more
important that store staﬀ use a combination of technology and human touch
to deliver a superior experience.

Additional enhancements: Seamless shopping
When examining how retailers can digitise the instore experience, it’s
important to highlight additional technologies that are helping to break down
the barriers between online and oﬄine retail. Digital displays, for example,
also have the beneﬁt of enabling the retailer to change prices and
promotions dynamically, and so exploit another way to keep pace with
online. Fashion and beauty retailers can use so-called smart or ‘magic’
mirrors to help shoppers see complementary and alternative product
recommendations, share with friends on social networks, or even to simply
call an assistant to request more sizes or variations, for example. Meanwhile,
endless aisles and mobile kiosks allow retailers to oﬀer access to their entire
product range, beyond traditional, physical constraints.
Those retailers furthest ahead in terms of integrating digital technologies into
their stores understand how these eﬀorts can combine the best that online
has to oﬀer, in terms of means of access and availability, with those attributes
that cannot be replicated online and only the physical store can oﬀer: the
ability to see and touch the product.

it’s important to
“highlight
additional

technologies that are
helping to break down
the barriers between
online and oﬄine retail.

”

Conclusion
It’s clear that shoppers still crave the
experience of visiting stores and talking to
knowledgeable sales colleagues, but the
service they receive must be on par with
what they would ﬁnd online. Those
retailers who can provide that missing
element, who use the right digital platform
to transform and tailor instore
experiences, will be able to ensure
diﬀerentiation from rivals and
relevance to customers.

Coming next: ‘Store of the Future: the Experiential Store’ will examine
how bricks & mortar retailers can inject personality and soul into
their stores by focusing on what online can’t oﬀer - experience.

If you want to ﬁnd out how to start
building connected retail experiences
today, call us on:
0845 459 3333
enquiries@redant.com
www.redant.com

