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Retailers and the Age of Disruption
Survey data and retailer interviews point to four waves of
disruption that will radically alter retailer’s terrain

The evolving role of the store

The retail touch point with the
highest frequency remains the
physical store but its role will
continue to evolve into something
sleeker, more customized, and
increasingly attuned to individual
shoppers’ expectations of what the
in-store “experience” should be.

Mobile technology

Mobile phones are increasingly a
critical factor in setting the stage
for a purchase and are rapidly
becoming a crucial shopping agent
as shoppers demand more
personalization.
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Social networking

Social media as a phenomenon is
still in its infancy, and is progressing
in different ways in developing and
developed world. Its bottom-line

effect on retailing is just starting to
be felt.

Demographic shift

Digital natives, the 18-24 age cohort
that is the first group of adults to
have grown up with the Internet,
have a differentiated shopping
behavior. Global aging patterns and
increasing disposable income in some
regions are also causes of disruption.




Disruption 1: The changing role of the store
The store’s dominance on shopping preference remains but its offering
is evolving to become more experiential than before

Q: Why do you buy products online instead of in-store? — Global Sample

Lower prices/better deals than in-store

I can shop 24/7 online

No need to travel to a physical store*

Easier to compare and research products/offers than in-store
Wider variety of products than in-store

I can only get some products online

Looking for a particular brand/product

Customer reviews of products available online

Better product information than in-store w2014
Receiving a promotion via email or text/SMS message 2013
I have a wider variety of return options*®
Social media interactions via Facebook, Twitter, etc.
Other
0% 20% 40% 60%
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Store traffic doesn’t matter as much as customer
conversion

Research . Puchase i
Category OulinewiaPC | Instore For consumers, the physical store

examples Online via PC In-store . .
remains an important element of both

\ researching and purchasing. In fact,
m 47% 20% 32% 52% while shoppers increasingly prefer to
research online, many still like to go to a
ool 8% %\ 22%‘ % :
appliances 3 35 59 Consumer electronics
47% of consumers

store to make their purchase.
\ initially research online
Fouen 32%\ 36%. 25% 5399 via PC but 52% then

complete their purchase

Y in-store
46%’ 18% 42%’ 309h
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Disruption 2: Mobile and related technologies
Mobile devices are critical for pre-payment activities

Q: Which of the following have you done using your mobile/smartphone/tablet/PC?

Researched the products 49%

Compared prices with competitors 49%
Located store with my mobile phone

Used a coupon

Checked funding available before purchasing

Accessed loyalty / reward programmes

Scanned QR codes

Received recommendations based on previous purchases
Paid at the cashier

Received an offer based on proximity to store

"Checked in" at store via social media

Tweeted the retailer/brand about the product/offer

None of the above
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Mobile devices have turned the corner as
purchasing tools

Online shopping via mobile phone at least once In-store mobile Shopping habits

per year There is a marked difference in paying via
67 mobile when it comes to younger shoppers.
0
0,
43% 48% = bl
0
30% . Accessed o @
loyalty m.m
Emerging Established U
markets markets program

In emerging markets mobile is

2012 2013 2014 2015 becoming the shopping channel

of choice

If we see the same change over the
next three years, by the beginning of B
ORI : Millennials: 249 illennials: 269
2019 almost 80% will be shopping O:henma =247 Mtlhenma s 26%
. . er age Other age
via a mobile phone for atleast some g 16% | g0 59 179%
of their purchases.
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Disruption 3: The Proliferation of Social Networks

Retailers can now make the link between social media investment and
consumer purchasing

Q: Has any interaction you have had with your favorite brands on social media driven you
to buy more?

50% -
43%

40% -

30% -

20% 19%

10% - 7%

O% | L
Yes in most cases Yes in some cases Not really Notat all
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Social media is the “great influencer”

Aspects of social media that
influence online shopping

Viewing @ @

advertisements

14% BB @%"éﬁé‘i‘ﬁm Online shoppers who said they purchased
r directly via a social media channel

Associating with

'1 ..... @ particular brands
or retailers
s Market leaders Slower adopters
) E ., Purchasing
’ products directly
via a social 51%

Staying on top of
current fashion and
preduct trends

Writing reviews,
Receiving
promotional
offerings

Reading
comments
and feedback ,
media channel :
2% 3y !
o . . 21%  26% |
78% of our global sample was influenced in !
some way by social media. |
. . . . | 6% o, o
Of those that had an interaction with a favorite | o S 4y
brand on SOCial media 64% Said it led them to Thailand India Malaysia China Middle I: Canada Denmark Belgium
respect or value the brand more. =
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Disruption 4: Demographic shifts
Will the digital native have sufficient disposable income to disrupt the
retail model?

Digital natives are interacting with retailers via social media more than
global average

They followed brands in greater numbers (49% vs. 31%), discovered new brands (38% vs. 26%),
researched brands (30% vs. 26%), and viewed videos about brands/products in greater numbers (24%

vS. 20%)

Digital natives stand ready to interact with retailers via social media

Q: Which of the following have you done using social media?

Followed some of my favourite brands or retailers

Diseovered brands I did not know or in which I developed a partieular interest
Researched a brand including reading others’ feedback

Provided positive/negative commments about experience with produet/brand
Viewed videos about the brand/product

None of the above

Liked and shared products 15% = 18-24 years old
Connected with people like me who like a brand m Everyone else

Purchased direetly via social media

0% 20% 40% 60% 80% 100%
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' Our reality

Slovak CEO Survey 2015, Digital IQ CZ/SK 2015

Top three contributions of digital technologies

Operational Data and data Internal/external
efficiency analytics collaboration

49% of Western European countries view digital
technologies as a source of their future revenues while
only 37% of Czech and Slovak companies

39% of Czech and Slovak firms consider digital strategy
as a synonymous to IT, only 17% in the Great Britain

57% of Czech and Slovak firms find business — IT
cooperation as a growing barrier, while only 26% of the
UK firms and 38 % of western-European firms
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Cybersecurity
(world: 78%)

Mabile technologies
for customer engagement
(world: 81%)

Internet of Things
(world: 65%)

Cloud computing
(world: 60%)

.

Data mining
and analysis
(world: 80%)
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