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Executive Summary
Key Findings
Retail historically has not been an industry focused on technology's role in driving innovation or
growth. In fact, it is fair to say that retail as an industry has taken on the laggard's role of avoiding
technology investments for as long as possible. But as consumer technology has exploded in the
marketplace, those lagging retailers now find themselves on the leading edge of business
transformation driven by technology. Their response so far has been less than enthusiastic.
However, there is a growing realization among retailers that the relentless pace of technology
change is here to stay. This report assesses retailers' point of view regarding advanced
technologies and how well they are prepared to use them. We found that:
•

•

•

•

Even though technology and information are inextricably linked, retailers see a distinction
between the two. They are more likely to embrace the value of "technology" than they are
"information" – a significant business challenge for any leader trying to drive change
within a retail enterprise. Learn about the other challenges retailers face in navigating
innovation and growth in the Business Challenges section.
Retailers see their opportunities in the context of what they have already accomplished –
and better-performing retailers have accomplished more. Everyone is focused on the
customer, but lagging retailers have much farther to go. Read about what it will take for
them to catch up with the competition in the Opportunities section.
Past under-investment in technology solutions for the enterprise are coming back to
haunt retailers now, as they find the pace of technology change only increasing. We
examine how they plan to overcome these issues within Organizational Inhibitors.
No matter the innovation, or the technology that drives it, retailers have prioritized areas
of the business that focus on customers. Unfortunately, many respondents appear to be
looking for "silver bullet" solutions – where the solution itself drives internal
transformation, rather than the other way around. How much of a problem is this? We
explore this issue in the Technology Enablers section.

Based on our data, we also offer several in-depth and pragmatic suggestions on how retailers
should proceed. These recommendations can be found in the Bootstrap
Recommendations portion of the report.
We certainly hope you enjoy it,
Nikki Baird & Brian Kilcourse
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Research Overview
Technology's Role In Retail's Growth
Retail historically has not been an industry focused on technology's role in driving innovation or
growth. In fact, it is fair to say that retail as an industry has taken on the laggard's role of avoiding
technology investments for as long as possible. It is rare to find a retail company that believes
technology can help drive differentiation, let alone that views technology as integral to future
products or services.
And so the last fifteen years of technology evolution have come with a certain dose of irony. As
consumer technology has exploded in the marketplace, those lagging retailers now find
themselves on the leading edge of business transformation driven by technology. Their response
so far has been less than enthusiastic. However, there is a growing realization among retailers
that the relentless pace of technology change is here to stay, and that they need to position
themselves to cope with each successive wave of new technology capability.
This realization has culminated in clear majorities of retail leaders who believe that their
businesses will be transformed, in part by the need to become more customer-centric, and in part
by the need to become more omni-channel (Figure 1). Along with those perspectives, retailers
express a large degree of optimism about their companies' ability to leverage technology to
innovate, to create new products and services, and to drive future growth.

Figure 1: Retailers Believe They Have A Good Grasp Of Technology
Retail Perspectives On Technology's Role In
Growth & Innovation
Strongly Agree

Agree

Neutral

Disagree

A customer-centric strategy is crucial to our
company's future success.

Strongly Disagree

77%

A strong omni-channel strategy is crucial to our
company's future success.

58%

Our company uses technology to its best
advantage in implementing our business strategy.

58%

Our company's ability to use technology to
innovate is crucial to our company's future
success.
Our company's future growth opportunities will
be driven as much by information as it is by
products.

58%

58%

15% 8%

31%

23%

19%

15%

8% 4%

12% 8%

23%

15%

12%

Source: RSR Research, December 2015

However, they express this optimism at a time when yet another wave of technology innovation is
already cascading onto the shore. Even as retailers struggle to understand and assimilate
1

innovations such as cloud computing or the Internet of Things, they are finding that machine
learning, predictive analytics, natural language processing and cognitive computing promise to
change the way that workers will use technology to work, and the way that shoppers will use
technology to shop. Retailers once again find themselves on the front line of technology
transformation.
Are they ready for it? That is what this research set out to discover: are retailers thinking about
the next generation of technology change? Do they have a vision for how cognitive and predictive
technologies will impact their business? And if so, what are their priorities?
In this special report focused on the UK market, RSR found that while retailers' optimism is high,
their understanding is in fact more aspirational than reality. If these high expectations can be
managed, retail has the opportunity to demonstrate to the rest of Industry that cognitive
technologies can unlock whole new areas of value within the business. If they are not managed, it
could lead to the same challenges that have derailed countless past technology investments.
Either way, one thing is certain: cognitive computing is on retailers' radars. Read on to learn more
about how they expect it to impact their business.

Retail Winners And Why They Win
In our research, RSR frequently cites differences between retailer over-performers in year-overyear comparable sales and their competitors. We find that consistent sales performance is an
outcome of a differentiating set of thought processes, strategies and tactics. We call sales overperformers “Retail Winners.”
RSR’s definition of these Winners is straightforward. Assuming industry average comparable
store/channel sales growth of 4.5 percent, we define those with sales above this hurdle as
“Winners,” those at this sales growth rate as “average,” and those below this sales growth rate as
“laggards” or “also-rans.”
Retail Winners' difference in perspective can be seen in all of RSR's research, including this
report. For example, when it comes to technology's role in driving business strategy, Retail
Winners have a much different perspective than their peers (Figure 2, below).
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Figure 2: Winning Confidence
Technology's Role In Growth & Innovation (Strongly Agree)
Winners

All Others

A customer-centric strategy is crucial to our
company's future success.

83%
50%

Our company's ability to use technology to
innovate is crucial to our company's future
success.

72%
40%

A strong omni-channel strategy is crucial to our
company's future success.

40%

Our company uses technology to its best
advantage in implementing our business strategy.

40%

67%
61%

Our company's future growth opportunities will
be driven as much by information as it is by
products.

61%
40%
Source: RSR Research, December 2015

Where their peers in the industry express a solid belief in technology's role in growth and
innovation, Retail Winners are adamant. And their confidence extends to the technologies
themselves (Figure 3).

Figure 3: Confidence Drives Technology Acceptance
Respondents Reporting A Solid Understanding Of...
Winners

All Others

Flow-based system design

89%

50%

Enterprise API management

83%

40%

Cognitive computing

50%

Machine learning

50%

Natural language processing

50%

Predictive analytics

78%
78%
72%
60%

Pattern recognition

40%

72%

56%

Source: RSR Research, December 2015

Does this confidence translate into decisive action? That is what this report set out to discover.
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Methodology
©

RSR uses its own model, called The BOOT Methodology to analyse Retail Industry issues. We
build this model with our survey instruments. See Appendix A for a full explanation.
In our surveys, we continue to find the kinds of differences in thought processes, actions, and
decisions cited above. The BOOT helps us better understand the behavioural and technological
differences that drive sustainable sales improvements and successful execution of brand vision.

Survey Respondent Characteristics
RSR conducted an online survey in November 2015 and received answers from 22 qualified retail
respondents. For this study, responses were solicited exclusively from UK-based retailers with
revenues greater than £300 million. Even within this context, twenty-two respondents are not a
large sample, and as a result, the data presented in this report should be taken as expressing
directional trends, rather than an explicit state of the market.
Respondent demographics are as follows:

•

•

•

2014 Revenue
£325 million - £649 million
£650 million to £3 Billion
Over £3 Billion

46%
35%
19%

Products sold:
FMCG (Convenience stores, Food & Drug, Health Care Products)

27%

Fashion (Apparel, Footwear, Accessories, Luxury, Personal
Care/Cosmetics)

19%

Hard Goods (Consumer Electronics, Home Décor, Home Improvement,
Automotive)

15%

General Merchandise (Discount, Mass Merchant)

23%

Hospitality, Retail Services, or Entertainment

15%

Year-Over-Year Sales Growth Rates (assume average growth of 4.5%):
Worse than average (“Laggards”)
4%
Average
35%
Better than average (“Retail Winners”)
61%
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Business Challenges
Information's Role In Driving Growth
Retailers agree that customer centricity and omni-channel are central to their future growth
opportunities (see Figure 1, above). They agree that information is as important to future growth
opportunities as new products, and they feel they are doing a good job taking advantage of
technology to achieve their goals. So let's dig deeper into the types of information that retailers
perceive present the most opportunity for achieving their growth goals.
According to survey respondents, they see the ability to use information as primarily driving better
customer service, first through providing help in solving lifestyle problems, and second through
insights that help retailers develop new offerings for customers (Figure 4).

Figure 4: Retailers See Growth Opportunities In Serving Customers
Priorities For Achieving Growth Goals
(Select All That Apply)
Provide information to our customers to help
them solve lifestyle problems

58%

Use information in new and innovative ways to
develop new offerings for our customers

54%

Use information to assess our progress against
plan

42%

Use information in new and innovative ways to
help internal resources

31%

Provide information to third parties to help
them develop new services to help our
customers

27%

Use information to quickly recalibrate our
plans when things go astray

27%

Drive new and potentially unexpected insights
into our business performance

15%

Source: RSR Research, December 2015

This is in contrast to more traditional uses of information to drive growth, which fewer retailers
emphasized, for example, driving growth through better insights into business performance, or
using information to adjust to a changing business environment or to help internal resources
make better decisions. These priorities reflect a degree of alignment with survey respondents'
expressed strategic priorities: customer centricity first, followed by omni-channel (which is, in
many ways, a way of realizing a customer-centric strategy).
By performance, the differences are startling. Retail Winners overall see information as a much
greater resource for achieving growth goals than their peers (Figure 5, below).
5

Figure 5: Information As A Growth Strategy Is A Winning Characteristic
Priorities For Achieving Growth Goals
(Select All That Apply)
Winners

All Others

Provide information to our customers to help
them solve lifestyle problems

50%

Use information in new and innovative ways to
develop new offerings for our customers

67%

20%

Use information to quickly recalibrate our plans
when things go astray

67%

50%

0%

Use information to assess our progress against
plan

39%
40%

Provide information to third parties to help them
develop new services to help our customers

20%

Use information in new and innovative ways to
help internal resources

28%
28%
30%

Drive new and potentially unexpected insights
into our business performance

17%
10%
Source: RSR Research, December 2015

Retail Winner respondents, on average, selected 3 responses to the question, which asked
survey takers to select all that apply. Their peers on average selected 1.7 responses. The biggest
differences in perspective are found near the top of the priorities, where Winners are much more
likely to say information will drive growth through helping retailers identify and develop new
offerings for customers. And while half of Winning respondents believe that using information to
recalibrate plans when they go astray will help drive growth, absolutely none of their peers see
that kind of information as a growth driver.

Technology vs. Information: A Perception Gap
So when it comes to growth, retailers see the most value for information in helping them serve
customers better. But when the question was rephrased to one of technology's role in driving
innovation, the differences between Winners and their peers is much narrower.
Overall, retailers report that technology will help them innovate in delivering solutions for
customers' lifestyle problems – a goal in relative alignment with their expressed growth goals
(Figure 6, below).
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Figure 6: Technology Drives Innovation More Than Information Drives Growth
Priorities For Achieving Innovation Goals
(Select All That Apply)
Deliver technology-enabled solutions that help
customers better enjoy the products we sell

62%

Feature technology innovations as an
important component of our brand value

58%

Find new ways to solve old challenges

42%

Shift the IT burden from maintenance to
innovation

35%

Make IT an equal partner in developing
business strategy

31%

Make it easier for business users to use
technology rather than ignore it

4%
Source: RSR Research, December 2015

The only technology opportunity that respondents outright reject is using technology to make it
easier for business users to use it, and there is slightly more of an embrace of using technology
to help internal resources to drive innovation than we found in using information to drive growth in
the same way.
The differences by performance are not as great as they were with regards to innovation either.
Winning retailers selected, on average, 2.6 responses here, and their peers selected 1.7 on
average, a narrower gap than around innovation and growth. And there is relative alignment of
priorities – the largest gap between Winners and peers is around "making IT an equal partner in
the business strategy", with 39% of Winners selecting this as an innovation priority, and only 10%
of peers doing the same.

The Business Challenges Of Technology
So far, survey participants generally agree that information and technology will play roles in
driving innovation and growth. They are slightly more likely to have faith in technology than
information – a subtle distinction that will become much more important later in this report.
Technology is a mechanism for capturing, delivering, and using information. That retailers see a
difference between the two is a business challenge in and of itself.
However, the idea that technology will have more influence on the business is likely a result of the
rapid adoption of consumer technology – and respondents confirm this (Figure 7, below).
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Figure 7: Retailers React To Consumer Demands
Top 3 Factors Influencing How The Technology Portfolio Will
Change In The Next 3 Years
Consumer adoption of technologies like mobile
and social

58%

Consumer demand for a modern, digital
experience in stores

46%

The need for flexibility and speed in connecting
with new business partners

39%

Rapid growth in internet-enabled technologies,
like eCommerce

39%

The need for rapid, global expansion

35%

Competition from fast, low-cost online pure-plays

35%

The need to bring new products to market faster
and more efficiently

27%

The need for advanced analytics to better
understand, predict, and respond to industry

12%

The need to make greater use of customer data
and insights throughout the company

8%

Consumers' increasing demands for high service
levels outstrip our ability to deliver

4%

Source: RSR Research, December 2015

Retailers indicate that consumer demands will have the greatest influence on their technology
portfolios over the next three years, first through their own adoption of technology, and second
through how that technology adoption will shape their expectations for the experiences retailers
can deliver – especially in the store.
However, after those two responses, priorities turn inward very quickly. Respondents report that
the need for flexibility and speed in connecting with new business partners will have as much
influence on their technology portfolio as rapid growth in internet-enabled technologies – a very
old technology problem alongside a very new one.
Factors that will not influence the technology portfolio are just as interesting. Retailers believe that
consumer demands for high service will not have much influence, which is an interesting
perspective considering that their top priorities for innovation and growth involve focusing on
providing new and innovative services to consumers.
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Respondents also are relatively unconcerned with the need to spread customer data more widely
within the company – likely because they have already made many inroads here. However, they
also are relatively unconcerned about technology changes to help them better predict the future.
This is not because retailers have made a lot of progress here, but more because they perceive
consumers to be so unpredictable right now that there isn't much benefit in investing in predictive
1
business insights.
The two biggest differences by performance also focus on the consumer's influence. Winning
retailers believe their portfolio will be most influenced by far by consumer adoption of
technologies (72% vs. 40% of peers and 58% overall). On the other hand, Winners are much less
concerned about the need to bring new products to market faster and more efficiently – only 11%
of Winners indicated this would influence their future technology portfolio, vs. 50% of peers and
27% of overall respondents.

Unwarranted Optimism
Respondents say that information and technology will help drive growth and innovation, with the
biggest opportunities focused on consumers – helping them make lifestyle decisions, and using
technology to create new products or "solutions". So which technologies specifically?
We asked respondents to rate the importance of several key advanced computing technologies,
and then to rate their understanding of those technologies. And it is here where the results begin
to diverge significantly from RSR's other research. Respondents express both enormous
amounts of faith in many of these advanced technologies, along with very high levels of
understanding (Figure 8).

Figure 8: All Of Them
Retail Perspectives On Key Technologies
Very Important

Solid Understanding

Enterprise API management

69%
72%
69%

Cognitive computing
Pattern recognition

54%

65%
65%

Predictive analytics
Natural language processing

62%
62%

Flow-based system design

62%

Machine learning

81%

54%

73%

73%
69%

Source: RSR Research, December 2015
1

According to RSR's merchandising benchmark, Merchandising 2016: Big Changes Coming,
retailers report that consumer demand is unpredictable and that they have not invested in
forecasting to help them get their arms around the problems.
9

We deliberately did not define these technologies, choosing instead to see how retailers would
respond to phrases that have become very fashionable in technology circles, even though
adoption is yet fairly small. Also, we chose several different kinds of technologies, across different
areas of technology innovation.
Additionally, the success of many of these technologies is dependent on each other. For
example, predictive analytics are often reliant on enterprise APIs to bring together the data to
drive predictive results. And cognitive computing relies on machine learning alongside natural
language processing for its effectiveness.
Contrast the above results with RSR's research in merchandising (Figure 9). We asked a similar
question, but with far less advanced technologies on the list. The overall importance was close to
the same levels as above, but the understanding reported, shown here, was much smaller.

Figure 9: Understanding Of Advanced Techniques In Merchandising
Rate Your Understanding of Merchandising Tools and
Techniques
Solid Understanding

Familiar with Concept

Not Very Familiar

Customer Analytics

35%

39%

26%

Promotion Optimization

34%

38%

28%

Integrated Merchandise Planning, Allocation and
Replenishment

35%

35%

29%

Forecasting

44%

31%

25%

Size Optimization

33%

35%

31%

Assortment Optimization

35%

34%

30%

Lifecycle Price Optimization

22%

40%

39%

Source: RSR Research, February 2015

Seventy-two percent of respondents in our merchandising benchmark indicated that forecasting
was very important to their merchandising success, and only 44% admitted to a solid
understanding of the concept – the merchandising tool with the greatest understanding on the list.
Contrast that with Figure 8, where 65% of respondents say predictive analytics is very important
to their goals, while 73% report "solid understanding" of what predictive analytics really is.
Retailers in this survey believe that technology and information will drive their growth and
innovation opportunities, and they also believe they have strong capabilities for using technology
in innovative ways. At the same time, they express unbelievable optimism when it comes to
advanced technologies – almost as if they don't want to admit that they don't really know what
cognitive computing or machine learning really are.
This is probably the largest business challenge when it comes to technology's role in the retail
enterprise: an expectation gap between what retailers believe technology can do for them,
10

coupled with unwarranted optimism about their ability to take advantage of new technology
capabilities. This has been a long-enduring problem, but as the computing advances become
more sophisticated, and as consumer expectations that they will be dealing with technologysavvy companies grow ever higher, the gap is becoming dangerously wide.
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Opportunities
One Step Back For Two Steps Forward?
Given that retailers face challenges in understanding and incorporating advanced computing
capabilities, it is worth taking a step back to understand their broader business opportunities, to
see if those opportunities and their technology priorities are aligned.
Retailers in this survey report that their top priorities for achieving their customer centricity goals
include identifying customer shopping patterns to be able to better understand customers,
alongside the goal of understanding customers on truly a "one-to-one" basis (Figure 10).

Figure 10: Understanding Customer Behaviours To Know Them Better
Priorities For Achieving Customer Centricity Goals
(Select All That Apply)
Identify customer shopping patterns to be able to
profile and segment each of our customers

58%

Understand customers on a truly one-to-one
basis

58%

View our assortment in terms of customer
segments

42%

Fine-tune shopping behaviors based on segments
of consumer behavior

42%

React quickly with new offers to meet
unexpected changes in customer demand

15%

Source: RSR Research, December 2015

However, by performance, retailers express completely opposing priorities (Figure 11, below).
Retail Winners want to get to true one-to-one understanding of customers, and also want to be
able to view their assortment in terms of customer segments and fine-tune shopping behaviours
based on consumer behaviour and segmentation.
However, their peers are back on square one – trying to identify customer shopping patterns and
use those to segment customers.
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Figure 11: Two Ends Of The Spectrum
Priorities For Achieving Customer Centricity Goals
(Select All That Apply)
Winners

All Others

Understand customers on a truly one-to-one
basis

72%

30%

View our assortment in terms of customer
segments

20%

Fine-tune shopping behaviors based on segments
of consumer behavior

20%

56%
56%

Identify customer shopping patterns to be able to
profile and segment each of our customers

50%

React quickly with new offers to meet
unexpected changes in customer demand

10%

60%

17%

Source: RSR Research, December 2015

These differences aren't so much ones of priority as they are ones of maturity. Retail Winners
have done more to understand shopping behaviours. They certainly are not done yet, but as they
increase their understanding, they are ready to move on to gaining more granularity on that
perspective – driving towards that true one-to-one understanding.
This difference in maturity follows through to where retailers believe technology and information
can help them (Figure 12).

Figure 12: Competing Insights Priorities
Top 3 Areas Where Fast, Repeatable Insights Are Most
Important
Winners

All Others

Developing personalised customer marketing
campaigns

78%

30%

Delivering relevant customer service

44%

20%

Understanding company performance

44%

Understanding consumer behaviors

44%
40%

Measuring customer marketing campaign
performance

39%

Improving store operations

39%

Helping employees quickly identify root causes
of operational problems

11%

60%

50%
70%

30%
Source: RSR Research, December 2015
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At the top of Winners' list is developing personalized customer marketing campaigns. For peers,
who are not as sophisticated in their understanding of customer behaviour, their appetite for fast
repeatable insights is still focused on operations first – especially the store, followed by company
performance, and then for use in measuring marketing campaign performance.
Winners also believe the store is a priority – nearly every retailer who has stores today is
struggling with how to keep them relevant in a shopping experience increasingly defined by online
capabilities. But they have done more work here than their peers, and so have shifted their focus
to other priorities, as well as broader ones. Where Winners are focused on the broad goal of
delivering a relevant customer experience (implicit in this goal is "across all channels"), their
peers are still focused on bolstering the experience in one specific channel, stores.

Making The Technology Connection
Do these different priorities translate into different opportunities for technology to contribute?
Somewhat. But more disturbing is a sign of disconnect between business opportunities and the
technology opportunities that should theoretically support those business goals (Figure 13).

Figure 13: An Opportunities And Technology Disconnect
Top 3 Opportunities For Technology To Contribute To
Business Growth
Winners

All Others

Finding easier ways to leverage internal technology
assets for customer use and engagement

56%
40%

The ability to rapidly embrace and take advantage
of consumer technology innovations

30%

Leveraging internet-enabled capabilities to improve
business speed and flexibility

30%

56%
44%

Using advanced technologies to speed global
expansion

44%
20%

Using advanced technologies to improve our
eCommerce capabilities

39%
50%

Finding ways to make our supply chain faster and
more flexible without adding costs

33%
30%

The ability to quickly add new trading partners to
our supply chain

17%
60%

Enabling our company to become more customercentric in everything we do

6%

Enabling our company to more easily close the gap
between data, insights, and action

6%
10%

30%

Source: RSR Research, December 2015
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Winners' technology opportunities are very much aligned with their customer centricity priorities.
They want to understand consumer behaviour, and develop one-to-one relationships. In order to
achieve that, they prioritize finding ways to use technology to create customer engagement, and
they want to be able to create that engagement in the channels that customers use to engage –
their own devices.
Their peers' technology opportunities are not so well aligned. They want to improve store
operations and better understand company performance, but their top technology opportunity is
to more quickly add new trading partners to the supply chain, and improve their eCommerce
capabilities. If these retailers really wanted to embrace improving the store experience, shouldn't
their technology priorities focus on customer engagement? Alas, these are further down on the
list – a distressing mismatch between business opportunities and the technology opportunities
that might best support achieving their goals.
What internal challenges drive these issues? Read on to find out.
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Organizational Inhibitors
Truth & Consequence
We saw in the Research Overview of this report that a majority of retailers strongly agreed that
“our company’s future growth opportunities will be driven as much by information as it is by
products.” That finding is driven primarily by over-performing Retail Winners (61% compared to
40% of all others), and it is consistent with findings in other RSR reports, where we have found
that Winners seek to use information and technology for strategic advantage.
For example, in our March 2015 benchmark on BI & Analytics in Retail, Advanced Analytics:
Retailers Fixate On The Customer, we found that far more Retail Winners rate Analytics
technologies as “very valuable” than their lesser-performing competitors (85% vs. 48%). But as
we also noted in the beginning of this report, there’s a certain irony to this finding, even for Retail
Winners. It is only very recently that retailers of any stripe have come to believe that information
and technology can play an important part in their future success as products and physical
locations can, and that belief is driven more by necessity than by forward-thinking vision. After all,
it is consumer adoption of “smart” mobile technology and their access to anytime/anywhere
information to make informed purchase decisions that is driving Retail’s transformation.
Retailers’ past under-investment in technology is now coming back to haunt them (Figure 14).

Figure 14: Internal Challenges Become Inhibitors
Top 3 Operational Challenges In Using Technology To Drive
Business Value
Winners

All Others
67%

IT projects are never delivered on time, in scope,
or in budget

40%
67%

Too much time spent on maintenance and not
enough on innovation

50%
67%

Too many IT projects, not enough time or budget

60%

Our company does not have a focus on
understanding or tracking new technology
innovations

39%
60%
33%
30%

It is difficult to get business leaders to sponsor
projects related to new technology innovations
Our company does not have a process for turning
technology innovations into new capabilities for
our company

17%
40%
11%

The pace of technology innovation is faster than
our ability to operationalize it

20%
Source: RSR Research, December 2015
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For Winners, the top internal challenge they face in using technology to drive business value lies
in the IT organization’s operational focus, past performance, and current backlog of work. For
non-Winners, the top operational challenges revolve around corporate cultures that weren’t
focused on technology’s value, but must do so now.
Operational challenges, left to fester too long, can become true inhibitors to retailers’ ability to
address business challenges or to seize new opportunities. That turns out to be the case here
(Figure 15).

Figure 15: Infrastructure, Money, & Culture
Top 3 Inhibitors To Taking Advantage Of Technology
Innovations
Winners

All Others

The existing technology infrastructure is
preventing us from moving forward

61%
60%

Budgeting - there is little capital investment
available

56%

10%

Executive leadership does not understand how
technology can drive business innovation

44%
40%

The IT department is resistant to implementing
new technology innovations

44%

We don't have the right skill sets internally to
take advantage of new technology innovations

70%

33%
30%

ROI is hard to quantify

20%

Our company is not good at implementing new
technology solutions

17%

Our company does not have a culture of being
an innovation leader – it's better to be a
follower

33%

30%

6%
10%

Our company is reluctant to invest to re-tool
our IT department and staff

6%

30%
Source: RSR Research, December 2015

While retailers across the performance spectrum agree that the existing technology infrastructure
is a top inhibitor to future progress, Winners and others are dealing with different secondary
challenges. For Winners, the problem is too much to do, too fast – they don’t have enough budget
to cover the to-do list. For average and under-performing retailers, the problem, even bigger than
the legacy technology infrastructure, is cultural. Their embattled IT organizations are perceived as
being resistant to change. While that’s hardly a surprise given those organizations’ focus on
maintenance rather than innovation, it has become a true inhibitor in this time of dramatic change
driven by information and technology.
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Looking For A Breakthrough
When it comes to repositioning the company to be able to innovate with information and
technology, retailers know they need to act now, but they are challenged by their past defensive
positioning of the IT function. So while there is general agreement that “investment in a
streamlined technology platform or infrastructure” is important to their long-term prospects,
retailers are looking beyond their companies to find the expertise needed to achieve a
breakthrough (Figure 16).

Figure 16: “Learning To Fish” vs. A Fish
Top 3 Ways To Overcome Tech Innovation Inhibitors
Winners

All Others

A strong innovation partner to help us navigate
rapid technology change

50%

Investment in a streamlined technology
platform or infrastructure

67%

56%
60%

Case studies/success stories in my vertical

30%
33%

Solutions that don't burden our IT department
More education of executive leadership on
technology innovation

28%
30%

An executive advocate who believes in the
strategic value of information

28%
30%

An implementation roadmap that provides early
wins to pave the way for future investment

10%

Outside thought leadership to help inspire
innovation internal to the company

50%

70%

22%

17%
20%
Source: RSR Research, December 2015

The difference between over- and under-performers is startling, akin to the old adage, “give a
man a fish and you feed him for a day; teach a man to fish and you feed him for a lifetime.” Retail
Winners are looking to outside expertise to help them navigate rapid technology change. Other
retailers, however, are looking for a solution that won’t tax the already overburdened and changeresistant IT organization.
Winners have the right angle. Not only do they need new solutions, they also need to learn how
to change at the rate of technology innovation.
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Technology Enablers
“Silver Bullet” Thinking
We saw in the beginning of this report that respondents expressed confidence in their grasp of
new technologies such as “flow-based system design” and “enterprise API management”, and
“cognitive computing” (Figure 8). The first two technology concepts, “flow based system design”
and “enterprise API management”, are modern technology concepts that are extensively used in
network-centric, or cloud, applications. The third, “cognitive computing”, refers to systems that
use data mining, pattern recognition and natural language processing to mimic human thinking. It
almost goes without saying that these technologies are, at least for retailers, bleeding edge. We
concluded that these findings are more of an expression of unbelievable optimism about
advanced technologies rather than any real understanding of them. In other words, retailers are
looking for “silver bullets” to help them close the gap between their current technology capabilities
and their future needs.
We asked our survey respondents to rate the importance of “enterprise APIs” and “cognitive
computing” to get a sense of the problems that retailers believe these technologies can solve. We
focused on these two types of technology innovations as the two ends of the spectrum of
innovation: enterprise API's as the least advanced, and cognitive as the most. The answers
reveal not only the hope they put in new technologies, but also the level of discontent with their
current information and technology capabilities (Figure 17 and Figure 18, below).

Figure 17: A Laundry List Of Tech Enablement Needs
Priorities For Using Enterprise API's
(Very Important)

Reduce time to market for innovation projects

85%

Make it easier to remove or make up for
shortcomings in legacy systems
Reduce the load on overstretched internal
development teams
Remove silos to create a more unified data
estate
Reduce time to market for extending the
capabilities of our existing internal systems
Expand the types of projects internal
development teams can work on
Make integration with third party providers
easier

73%
69%
69%
65%
62%
62%

Improve cross channel analytics and insight

62%

Enable integration between new and legacy
capabilities
Reduce the risk associated with real-world
tests and pilots

58%
58%
Source: RSR Research, December 2015
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Figure 18: A Laundry List Of Information Enablement Needs
Priorities For Using Cognitive Computing
(Very Important)

88%

Improve staff access to on-demand knowledge
Improve staff training methods to reduce time
and budget

80%

Provide more relevant customer experiences
through access to machine-learning based expert

68%

Provide more intuitive interfaces and search
tools to customers

68%

Improve insight and decision making with
democratized access to big data

68%

Reduce first-line support needs with intelligent
self-service tools

68%

Reduce dependence on traditional programming
resources in favor of resources spent "training"

64%

Provide more intuitive interfaces and search
tools to staff

64%

Improve recommendations and trend analysis

56%
Source: RSR Research, December 2015

While these findings represent a daunting laundry list of capabilities that retailers see as crucial to
their future competitiveness, the importance that retailers assign to the entire array of capabilities
obscures the relative importance of each. How can we make more sense out of these findings?

Cardinality of API-Enabled Capabilities
Throughout virtually every study that RSR has conducted, we’ve learned that over-performing
Retail Winners have a more refined sense of how information and technology can help them to
maintain competitive differentiation. So with that understanding to guide us, we compared how
Retail Winners ranked the capabilities with other retailers to reveal the cardinality of API-enabled
capabilities.
When it comes to API technology (Figure 19, below), Winners are far more concerned than
average and under-performing retailers with the need to eliminate data silos that exist in their
current operational systems so that they can glean cross-channel insights. This makes sense;
Winners know that they must enable 360° of near real-time visibility into key information,
particularly inventory, customer, product, and order, in order to run a true omni-channel selling
environment. But they also know that the transactional systems that house data cannot be
changed easily or quickly, and so are looking at APIs as a way to pass those data from legacy
systems to something that will enable a “unified data estate”, in turn to help them glean the crosschannel insights they need to better operate an anytime/anywhere selling environment.
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Figure 19: Creating the Ability To See The Whole Enterprise
Difference In Weight Winners Assign vs. Other Retailers
(APIs)
Remove silos to create a more unified data
estate

49%

Improve cross channel analytics and insight

48%

Reduce the risk associated with real-world tests
and pilots
Reduce the load on overstretched internal
development teams
Make integration with third party providers
easier

42%
22%
17%

Reduce time to market for innovation projects

13%

Make it easier to remove or make up for
shortcomings in legacy systems
Reduce time to market for extending the
capabilities of our existing internal systems
Enable integration between new and legacy
capabilities
Expand the types of projects internal
development teams can work on

12%
12%
6%
4%
Source: RSR Research, December 2015

Beyond enabling better visibility across the enterprise, Winners also place more weight on APIenabled capabilities that foster more innovation at lower risk to the enterprise. Again, this is
sensible: Winners know they need to innovate with new technologies, but they can’t risk crippling
their current operations while they are learning. So they are looking at working with API-enabled
rd
applications, possibly 3 party “cloud” solutions, to add value to their current capabilities without
the headaches and cost of proprietary integrations between legacy applications and those new
capabilities.

Cardinality of Capabilities To Be Enabled By Cognitive Computing
For cognitive computing capabilities, comparing the weight that Winners assign vs. other retailers
once again gives us a sense of the cardinality of needed capabilities (Figure 20, below).
At the top of the list of comparatively important capabilities enabled by cognitive computing is to
“reduce the dependence on traditional programming resources in favour of resources spent
training machine learning software”. This is as surprising as it is forward-thinking, but Winners
don’t want to limit the capabilities of their future-state analytical capabilities to data relationships
that have been pre-programmed into existing systems. Rather, they are looking for cognitive
technologies that can learn data relationships and continuously glean new insights from them.
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Figure 20: Differentiating With Information
Difference In Weight Winners Assign vs. Other Retailers
(Cognitive)
Reduce dependence on traditional programming
resources in favor of resources spent "training"
machine learning software
Provide more relevant customer experiences
through access to machine-learning based expert
personal shoppers

36%

26%

Reduce first-line support needs with intelligent
self-service tools

26%

Improve staff access to on-demand knowledge

24%

Provide more intuitive interfaces and search tools
to staff

21%

19%

Improve recommendations and trend analysis
Improve staff training methods to reduce time
and budget

12%

Provide more intuitive interfaces and search tools
to customers

11%

Improve insight and decision making with
democratized access to big data

5%

Source: RSR Research, December 2015

To what purpose? Underlying the weight that Retail Winners assign to various cognitive
computing-enabled capabilities, there’s an interesting trend: Winners seek to push information to
the forefront of their value offering both for customers and for staff, much more than their less
successful competition. So whether the intent is to create an interesting personal shopping
experience or a better call centre experience for consumers, or to enhance internal staff expertise
with on-demand intelligence via intuitive interfaces and search tools, over-performing retailers are
putting a high value on focused and relevant information as a key differentiator.

The Bottom Line
There is no question that retailers, faced with the daunting challenge of elevating the use of
information as a strategic differentiator in the eyes of consumers, see next-gen technologies as a
lifesaver. But Retail Winners are already moving beyond unrealistic enthusiasm and “silver bullet”
thinking to a more focused and prioritized list of technology capabilities enabled by APIs and
Cognitive Computing. While it’s still early days for adoption of next-gen technologies in Retail,
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Winners are already demonstrating how they got that way and how they will maintain their
supremacy.
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BOOTstrap Recommendations
Retailers are well known for habitually under-investing in information technology, and when they
have they have focused almost exclusively on transaction processing systems needed to drive
their traditional business models. Nor have most retailers cared much about the behaviours of
consumers outside the four walls of the store – they believed that everything they needed to know
about consumer demand was reflected in store sales. But now retailers are faced with a world of
informed and savvy consumers who, enabled by modern internet-connected mobile devices, can
now shop anywhere and at anytime, and find what they need from anybody – before ever setting
foot in a store. These new consumer behaviours have become the driving force behind
technology-driven business innovation today.
Retailers find themselves in danger of seriously falling behind the accelerating pace of technology
change, change that is driven not just in the laboratories of technology innovators, but by neverending consumer demand for more focused and better information to inform daily decisions. And
while retailers are still grappling with how to absorb technologies that became prevalent several
years ago (advanced search, mobile, social, cloud-based services, etc.), a whole new generation
of capabilities is beginning to come available that are driven by data intensive technologies such
as predictive analytics and cognitive computing – technologies that will revolutionize how
business and consumers use information in the future. The price of doing the same old thing has
gotten very high indeed.
But there is hope, and as is often the case in RSR benchmark reports, over-performing retailers –
Retail Winners – show the way. Based on what Winners tell us in this study, here is a list of goforward recommendations:

Information Is The Strategic Asset
Retailers historically have had a product-centric, transactional approach to information and the
technology that processed it. Investments were strictly tactical, intended to maximize the
efficiency of business processes that sometimes pre-dated computers. But today, information
drives growth, and ever-emerging new technology makes it possible. Winning retailers recognize
that they must sync their businesses to the rate of consumer technology adoption to remain
competitive. That means embracing the strategic value of information, and moving the business
away from a static, risk-averse model to a dynamic and innovative one. As baseball Hall-ofFamer and master of malapropisms Yogi Berra might say, that change is “90% cultural and the
other 50% is technology”.

Customer Centricity Is The Objective
There is a lot of discussion in the industry about omni-channel selling. But Winners point out that
the objective is to become customer-centric (rather than purely product-centric as in the past),
and omni-channel is an outcome of that objective. That is an important distinction, because it gets
to the importance of information before process.

Customer Adoption Drives Business Adoption
Businesses aren’t dictating what consumers will use in their daily lives. Consumers are dictating
what businesses will use to serve them better. That fundamental reversal is ”the new normal”
and unlikely to change back. Consumers already expect mobile, social, and digital capabilities in
the store – retailers simply have to deliver on that expectation.
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Avoid “Silver Bullet” Thinking
With so much change to fundamental business processes being discussed, many non-Winners
are tempted to look for “silver bullets” – solutions that will save them. This is dangerous thinking,
and Winners know it. The cultural shift to an information and customer-centric view has to come
first, then the technology. While average and under-performers are looking for commercial
solutions to get around what they perceive to be an entrenched and change-resistant IT function,
Winners seek outside expertise that will show them how to better position themselves to be
continuously innovative through the use of information and technology.

Establish a Data Estate
The future of an information and customer-centric business is enabled by visibility into key
information assets and the insights that can be derived from them by both customers and
employees – from anywhere in the enterprise with real-time accuracy. That cannot be
accomplished with yesterday’s highly distributed transaction processing systems. But retailers
know that they simply cannot afford the money or time to replace all those systems immediately.
Winners are looking to use modern capabilities – often offered via commercial cloud-based
services – to establish a “data estate”. To enable that, they are looking at using a common layer
of connectors – application interfaces, or APIs - to be able to pass data from legacy systems to
the “data estate”.

Push Information To The Forefront Of The Brand
In the end, it's all about differentiating in the eyes of the consumer with highly consumable,
relevant, and helpful information that enhances the retailer’s Brand offering. That is being enabled
by next-generation information technologies, with new ones emerging every day. Consumers will
adopt those technologies if they help make their lives better in some meaningful way. It will be up
to retailers to keep up with the new pace of change. Winners know this, and so are moving
towards a more innovation-friendly culture that views information as an asset, not an expense.
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Appendix A: The BOOT Methodology©
©

The BOOT Methodology is designed to reveal and prioritize the following:
•

•

•

•

Business Challenges – Retailers of all shapes and sizes face significant
external challenges. These issues provide a business context for the subject
being discussed and drive decision-making across the enterprise.
Opportunities – Every challenge brings with it a set of opportunities, or ways to
change and overcome that challenge. The ways retailers turn business
challenges into opportunities often define the difference between Winners
and “also-rans.” Within the BOOT, we can also identify opportunities missed –
and describe leading edge models we believe drive success.
Organizational Inhibitors – Even as enterprises find opportunities to overcome
their external challenges, they may find internal organizational inhibitors that
keep them from executing on their vision. Opportunities can be found to
overcome these inhibitors as well. Winning Retailers understand their
organizational inhibitors and find creative, effective ways to overcome them.
Technology Enablers – If a company can overcome its organizational inhibitors
it can use technology as an enabler to take advantage of the opportunities it
identifies. Retail Winners are most adept at judiciously and effectively using these
enablers, often far earlier than their peers.

©

A graphical depiction of the BOOT Methodology follows:
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Appendix B: About Our Sponsor

Red Ant is a technology partner for retailers, delivering smarter ways to drive innovation and
engage customers through connected store experiences. Founded in 1999, Red Ant has
been part of the evolution of digital and consistently at the forefront of innovation.
RedConnect is Red Ant's development platform-as-a-service for creating the next generation
of connected customer experiences. The RedConnect technology stack combines over 60
pre-built integrations, streamlined API orchestration capabilities, and easy-to-use visual
specification and development tools, to offer smarter ways to collect data, integrate with
legacy providers, and quickly build engaging user interfaces across any device.
In 2014 Red Ant won the IBM Watson Mobile Developer Challenge, and is currently using the
unique capabilities of IBM Watson to develop next-generation cognitive retail apps.	
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Appendix C: About RSR Research

Retail Systems Research (“RSR”) is the only research company run by retailers for the retail
industry. RSR provides insight into business and technology challenges facing the extended
retail industry, providing thought leadership and advice on navigating these challenges for
specific companies and the industry at large. We do this by:
•

Identifying information that helps retailers and their trading partners to build more
efficient and profitable businesses;

•

Identifying industry issues that solutions providers must address to be relevant in
the extended retail industry;

•

Providing insight and analysis about a broad spectrum of issues and trends in the
Extended Retail Industry.

Copyright© 2015 by Retail Systems Research LLC • All rights reserved.
No part of the contents of this document may be reproduced or transmitted in any form or by any means without
the permission of the publisher. Contact research@rsrresearch.com for more information.

c

