POLITECNICO
MILANO 1863

School of Architecture Urban Planning Construction Engineering

MSC in Management of Built Environment

RETAIDIGITALIZATIONND URBAN RENT
FromSandardRetailto Retail 2.0

Supervisor: Roberta Capello
CoSupervisorAndrea Antonio Caragliu

CoExaminer: Gianandrea Ciaramella

MSCCandidates:
Nicolo MOSCHETTI 862563
Nicoldo ZANABONI 862830

Academigyear 20172018






INDEX

ABSTRAT ...ttt ettt eee et e st 6
SOMMARIQ. ...ttt ettt e et ee e et et es et eeee s een et ee e ee e s eees 8
LINTRODUGCTION. ...ttt een e 10
2. ECONOMICS BEHIND SPATIAL DISTRIBUTION .......vvvieeeereeereecns 13
2.1. LOCATION THEQRY.....cveeveeeeeeeseeeerseeseeseeseseememseeseeeese s s 14
2.1.1. CONCENTRATION AGAINST DISPERSIQN................... 15
2.1.2. HOTELLING MODEL: wY 9 ¢ Q{ 5, b! alL/ X.1905 9 w{
2.1.3. BID RENT THEORY OF ALONSO.....c..viiceeserreeeerseeeene. 23
2.2. THE RENT CONCEPRT. ... vtveeeeeeeeeeeeeeeveeeeeeseeeeeeee e seseseer e 27
2.2.1. REASONS FOR RENTING.......c.vuiviereeeeiemereseeee e, 27
3. HOUSING MARKET IN MILAN.........ovveeeieeeeeeeeeeeee e, 29
3.1. EXPLANATION OF DHEISIOMAKINGELEMENTS ..c.vvvevrerro 30
3.1.1. THE CHOICE OF MILAN......cveiveiereeeeeeesee e eeeeeseeeeees oo 30
3.1.1.1. ANALYSIS OF THE GLRBFAIMARKET.............. 31
3.1.1.2. MOTIVATIONS FOR THE DECISION................. 33
3.1.2. TIME FRAME 202017......cooviuieeeeieeeeeeeeeeeeeeeeees e 35
3.1.3. URBAN FRAMEWQRK .......oveeeeieeeeesceeseseeeeseeseseeseeee. 36
3.1.4. WORKING METHOD. ....ccovuvreuieeeeeeeeeeeeeseseeseesereee e 37
3.2. PROCEDURE PUT IRRACTICE ...t evieeeeeeeeeeeeeeeereeeeseeeeeresenen 39
3.3. POSANALYSIS CONSIDERATIONS. ....coovieeeeeeeeee e, 40
3.3. 1. RESIDENTIAL ...t eeeee e neeeeenens 41
3.3.2. COMMERCIAL ....vevoveeeeeeeee oo e emeee s eseeeeens 43
3.3.3. PRODUCTLVE ...t ee e 45
4. EVOLUTION GRETAIINDUSTRY.....cvoeiereeeeieeeeeeeeeseeseesemeseeseeesesenesenas 46
4.1. FUNDAMENTAL ASPECTSEDRLL .......ovoieeeeeeeeeeeeeeeseeeeeeeeeseeneeons 46



4.2. HISTORY BETALL .. oo 52
4.2.1. HISTORICAL EVOLUTION OF PLACES FOR SHOPPIN&?

4.2.2.RETAIIN THE MODERN ERA.........coiiei e S7

4.3. MASSMARKET AND FABASHIORETAILL ... 63

4.4. CURRENT SITUATIORBFAIAND NEXT CHANGES.................. 67
4.4.1. PHYSICAL STORES: CURRENT SITUATION................ 67

442 PHYSICAL STOREB:5! |, Q{ a!.L.b...¢.w9.h.568

4.4.3. THE FUTUREREETAIL.....comi e 69

5. RETAIDIGITALIZATION....coiiiiiiiie e e 73
5.1 ZARA LONDON: TBHENCEPT STORE......comiiiiiiie /3

5.2 STORE DIGITALIZATION. ..cc et e e 76

6. CASE STUBIYK. .. 78
6.1POSTNTERVIEWNALYSIS. ..o e 79
6.2 THEHOLDING@ND ITS CHOICE .......o e 81
6.3 THEHOLDIN®ESCRIPTION....ccoriiii e 83
6.4INDITEX: CURRENT PRESENCE ON THE TERRITORY............. 86
6.5FOCUS ON THE STORES AND THEIR COMPQSITION.............. 88

6.51 ZARA, VIATORINQ.Z.....coooeiieeeeee e e 89

6.52 BERSHKA, CORSO VITTORIO EMANUELE IL22............ 91

6.5.3 STRADIVARIUS, VIATORINO.44........ccoviiiiieiieeee a3

6.54 OYSHO, VIATORINQ.3.....iiiiii e e 95

6.5.5 PULL&BEAR, CORSO VITTORIO EMANUELE.LL.28......... 97

6.6 SCENARIO 0 AND SCENARIO........oiiiiiiii e, 99

6.7 SAVING IN REAND IMPROVED REVENUE PER SQUARE.METHR2
6.7.1IMPROVED REVENUE PER SQUAREGENERERATIONS05
6.7.2PROPOSALS FOR SAVINGS UTILIZATION......................106

CONGCLUSIONS ... et e e 108






ABSTRACT

Thepurposeof the thesis is to analyse, evaluate and propose a real and concrete solution aimed at
generatng saving in terms of rental costs for commercial activities in the Retail sector, especially in

the clothingambit.

The focus of the work revolves around technological innovation and how it can be used to reduce
space required for sale, allowing use a sraller amount of surface, reducing the comp&igudget

allocated to rentswithout penalising revenues.
The strategy allomg all this is called "Retail Digitalization".

In order to providethe right context to the work carried out, sectionwill be initially realized in
which the importance of Location Theory and the concepeot are explainedsincefundamental

in the economic sciences leading space distributions.

Subsequentlythere will be a reference othe City of Milan, describing the reasonsatHed to
chooseof the latter as the area being studied, also providing results from an analysis of the real

estate dynamics of the City over the years.

After defining the context and thareaof intervention,the focus will be placed upotine Retail

sedor, describing its key elements and analysing its history, developments and future forecasts.

Following the work will move to the description of a London projezdrried out bythe Inditex

group, since the latter represents the reference model that tedthe creation of the Retalil
Digitalization project, which will be described later.

Remaining in this context, an analysis of the interview made to a Real Estate Manager of the Inditex
Group is then reported, in order to understand the company dynamiat lzase the project

proposals on concrete needs, verifying their feasibility.

Finally, the practical case is presented, referring first to a study of the company characteristics and
the presence on the territory of the aforementioned Inditex, a holding pany whose Milanese

storeshave beerchosen to implement the project.



After that, the strategy of Retail Digitalization is put into practice on five carefully selected existing
stores, assuming the two scenarios related to the current situation and torleepredictable with

the application of the latter.

The results will confirm the possibility of considerably reducing the size of the sales spaces, allowing
the reduction of the expenses necessary for the payment of thealetsts. Moreover, thanks to
the positive results achieved in this phase, as a conclusion some possibilities for using the money

saved are suggested.



SOMMARIO

[ Q206 A S 0 A guello i &ralizzare, v&udare e Broporre una soluzione reale e concreta volta
al risparmio intermf A’ RA O23aGA RQIFIFFAGOIZ2 LISNI Fdadraoaiatr C
yStfQl YOA(l2 RStfQlIooATEALFIYSyluz2o

Lt ¥Fdzf ONB RSt fF@2NR NH2GF FG02Ny2 FffQAYyyYy20I
per ridurre gli spazi ecessaridestinati alla venditacosi dautilizzareuna quantita di superficie

minore, riducendo il budget aziendale destinato agli affiéihza penalizzare il fatturato
[ AGNF GS3IAI OKS LISN)Y KRétailSA Fidiii l3.2A IOABA DRSS Y S OKA

Con lo scopo diornire il giusto contesto al lavoro svolto, verra inizialmente realizzata una parte
ySttl ljdza S OASYyS &docaidhhéoiyed il Cotratis dugemiiial fghdamentls £ |
yStfQl YoAG2 RStfS aOASyT S SO02y2YAOKS 3AdzARI YA
Successivamente, si fara riferimento alla Citta di Milano, descrivendo le motivazioni che hanno
L2 NI I G2 | a Ofazdnie Sreagtp diStadio foaendoAnoltre risultati derivanti da

dzy QF yI t AaA RStfS RAYFYAOKS AYY20AtAlINR RSt

Dopo la definizione del contesto e del luogo di intervento, si parlera nello specifico del $dtaie

descrivendone gklementi chiave ed analizzandone la storia, gli sviluppi e le previsioni future.

Di seguito, si passera alla descrizione di un progetto londinese del gruppo Inditex, poiché

j dzS& G Qdzf GAY2 NI LILINBaASYyaGl Af Y2RSt fl @ogdRdRethilhA T S NA
Digitalization, il quale verra descritto successivamente.

WAYlFYSYR2 Ay 1jdzSadz2 | YbYXI R xiad®ists gtuddaind un RealJ2 NJIi
Estate Manager del Gruppo Inditex, in modo da comprendere le dinamiche azierdsare le

proposte pogettuali su necessita concrete, verificandone la fattibilita.

Infine,viene presentato il caso pratico, facendo riferimento prima ad uno studio delle caratteristiche
aziendali e della presenza sul territorio della sopracitata Indhebkdingi cui stores milanesi sono

stati scelti per implementare il progetto.



Dopodiché, viene messa in pratica la strategiddtail Digitalization su cinque negozi esistenti
attentamente selezionati, ipotizzando i due scenari relativi alla situazaiheale e a quella
LINEYy2a0GA0F0AES 02y fQFLILX AOFT A2yS RA 1jdzSad Qdz

| risultati confermeranno la possibilita di ridurre notevolmente le dimensioni dggizi di vendita,
consentendo la diminuziondelle spese necessarie pgmpagamento dei costi di affittdnoltre,
grazie ai risultati positivi conseguiti in questa fase, come conclusiengonosuggerite alcune

possibilita di utilizzo del denaro risparnoat



Chapter 1

INTRODUCTION

Taking into consideration the current historical period, characterized by a strong impulse of
technological innovation and changesdre y & dzbveBSaNiBug all combined with an increasingly
tight market competition, the thesis misto reduce in theRetal environment the spacenecessary

for running the storesgivingthem alsoa new identity. The focus will be plagaa particular on the

ambit of clothingsector.

The city taken into consideration as the object of study is that of Milan. From a careful analysis of
its real estate market dynamics it has been found that the competition for portions of central areas
is always higher, especially for the commercial seqiashing the residential and the productive in
more and more peripheral areas. This very high demand involves a continuous increase in prices,
becoming an increasingly important cost for companies in terms of reduced revenues due to the
high rental costsThe current condition also represents an entry barrier for companies laxtbr

financial resources.

Thepurposeis therefore to implement theRetailDigitalization" project, a useful strategyteduce
0KS aid2NBaQ bNEplatihg\tBeRateti dehe@t®n technologies and thus making

companies much more competitive.

This project has been conceived by referring to a visiostoxe prototype opened by the Inditex
Holdingin London. The distinctive elements lie in the laclcash desksfitting rooms andshop
assistants, all replaced by interactive screens. What turns out to be particularly interesting,
however, is the lack of thetock areawhich represents an important surface and consequently a

high cost.

This new concept of storeiis this waymuch slimmer in size, drastically reducing the space needed

and having a major impact on the costs of renting the commeruidhse

10



Moreover,it is important to note that the eliminatedreasare the most functionabnes like the

one destined toOf 2 1 KSa Q S Hehvthd th ihel cisfomer th& sdmae space of action inside
the store.

TheRetailDigitalization project then takes inspiration from this London prototype, adapting it to
the Italian market and working on few concrete proposals appieesome Inditex Group stores in

the city of Milan.

Below are reported the steps according to which the thesis work is done.

Initially the work context is introduced, with reference to the Location Theory and the concept of
rent, in order to underlinghe importance of the spatial location strategy in the economic activities
and, above all, in this thesis project. In addition, two important models will be examined, useful to
better understand the choices made during the project: The Hotelling ModeltlaaBidRent

Theory of Alonso.

Afterwards, reference will be made to the City of Milan,\pding first of all a series ofotivations,

based on researches, which justified the choice of this area as the one of intervention. Therefore,
the real estate maset will be taken into consideration, analysing how it has changed in recent years,

including the variation in demand, availability and consequently prices. From this emerges the
concept of a very high competitiveness, which requires modelpateoptimizationin order to

take advantage of the spatial arrangement.

Then, the attention will be placed on tliRetailsector, initially providing information regarding the
key aspects of the latter and subsequently reporting the history, describing the mosttampo
steps that have marked the evolution of the stores. After that, the focus concerns the current
situation, current trends and possible future scenarios that will regardRégilmarket.

Retracing its evolution is essential to understand how radidaky have changed over time and

consequently how much they can still evolve, adapting to curpeniods

After having clarified all these topics, the thesis woraveson to the focal part of the work, that is

the description of theRetailDigitalizaton project.

11



The first part refers to the aforementioned Zara store model, opened by Inditex in London,
describing the most important elements. Then, the Store Digitalization model will be described in
detail, speaking about both aspects of practical armdhdectural characteristics as well as
economical and strategicaktting.

An interview will then be made to a Real Estate Manager of the Inditex Group, so as to have direct
contact with the company and therefore feedback on the actual possibility ofermghtation of

the project. It is a way to understand if the latter actually meets concrete needs and is in line with

the future of this sector.

The practical casis finallypresented this part begins with the description of the reasons that led
the choice ofHoldingInditex, then proceeding to introduce the key aspects of the company and
analyse its presence in the area. Then the five prototypes realized according to the Store
Digitalimation model will be presented, providing the architectural structure and the current

composition.

The next stepsto hypothesize two different scenarios, referring to the current situaton to the
predictable one,with the application of the Store Diglization project, showing the results
achievable through the implementation of the proposal.

So, to conclude, a few possibilities for the utilization of the money sav#ds wayare presented.

Each company has thoosethe solution which best fitds current situation and future strategies.

12



Chapter 2

ECONOMICS BEHIND SPATIAL DISTRIBUTION

The basic concept behind this study lies in the fact that settlements do not arise spontaneously, on

the contrary, they are the result of continuous researches application of strategies.

Starting from this the chapter is aimed to deepen and explain the concept of location through the
exposition of theoretical topics fundamental for this discipline, driving the reader into a reasoning

that can help him undetand the choice made by the various economic agents.

For this purpose, it is necessary to begin from the foundations, scilicet from classic theories and

their evolution over time.

Then,the analysis othe contemporary economic situatiowill be carried out. Thisepresents the

context in which the thesis unfolds.

Furthermore, an analysis of the concept of rent has been developed, as it represents the main
means by which economic agents can ensure their use of commercial spaces sulgetion
studies, particularly in thRetailsector, which is at theentreof the development of the thesis. The
rental features and benefits of renting commercial spaces instead of buying them are displayed in

detail.

13



2.1 LOCATION THEORY

It is the olaest branch of regional economics, first developed in the 190Bs.notion of space was

first introduced into economic analysis by theories on industrial location.

It deals with the economic mechanisms that distribute activities in space. The main question that

this theory is aimed to solve ¥ghat economic activities are located where and why.

Both firms and households are considered, giving a sense to the tatitdisequilibria and
hierarchies. The two key elements for these two categories considered are profits and its

maximization for firms, while utility and its maximization for individuals.

Location theory differs from the purely macroeconomic approachegotifical economy since it
concerns territorial features. The concepts of externalities and agglomeration economies are used
to interpret the macreterritorial phenomena, thereby laying the territorial bases for dynamic

approaches.

The uneven distributio of raw materials, production factors (capital and labour) and demand (final
goods markets) requires firms, and economic actors in general, to choose their location in the same

way as they choose their production factors and their technologies.

Accordingo the location theory, not all the space is the same, productive resources are distributed
unevenly; they are frequently concentrated in specific places while entirely or parthexistent

in others.

Quantitative and qualitative imbalances in the gemghical distribution of resources and economic
activities generate sources of economic advantages or disadvantages. It seems to be obvious,

however, analysts have recognized the importance of this aspect only in the recent past.
Companies that want to dhin higher profits and ensure a long stay in the market cannot therefore

neglect this factor. The most proficient ones can identify and evaluate every territorial factor that

could influence its performance and use it in thi@avour.

14



2.1.1 CONCENTRATI®NAINST DISPERSION

Location choices can be explained by considering two great economic forces that organize activities

in space: transportation costs and agglomeration economies.

The various contexts aranalysedby removing any geographical feature thaight explain the
territorial concentration of activities, so that location choices are interpreted considering only these

forces that drive location processes.

These forcegush the location process in opposite directions since they simultaneouslgearizhth
the dispersion and the spatial concentration, in fact, transportation costs diffuse activities in space

while agglomeration economiesuseactivities to concentrate.

¢KS GSNY Gl 33ft2YSNIGAZ2Y SO2y2YASaé¢ cofegnpaiefa ||
location close to other firms. The advantages coming from this strategy could be grouped into three

broad categories:

- Economies of scalaternal to the firm

Instead ofcreatingdifferent poles scattered around, this solution of havingsldocation but of
bigger dimension allows to lower cosBeducing the number and increasing the size, the costs grow
less than proportionally because certain functions do not need to be duplicated.

Examples of this are delivery costs, infrastructurentsge personnel, taxes, management,

negotiations and contracts;

- Localization economiesxternal to the firm but internal to the sector

This aspect pushes the firms to locate in areas densely populated by firms operating in the same
sector. For example, considering tRetaiers sector, the rationale is that a high numberR#tais

attract in proportion more than just the simple sum oketimdividual ones.

Therefore, this approach allows to attract people that wants to buy a certain kind of good in a
specific area, generating an increase in profit, even if in different quantities, for all the firms

operating in the area,;

15



- Urbanization eonomiesexternal to the firm and external to the sector

Here the idea is to locate only in the city area because of advantages coming from the high density
and variety of productive and residential activities in this area, typical features of an urban
environment.Having a very dense area allows the company to get in touch with a greater number
of potential customers, thus increasing profits. This advantage increases the more the size and
complexity of the city increases.

However, together with thedvantages, after a certain threshold two possible disadvantages could

arise, which are:

U Increasing costsr diseconomies.
It arises because of a scarcity in the production factors, which are labor and land. The
increasing demand and the same level okoffjenerate an increase in price which could be

no longer sustainable in time.

U Congestion costs.
The onset of large agglomeration is generally accompanied by an increase of noise, air

pollution, crime and social malaise.

The second factor which plays @& in the location choice is the transportation cost, it contrasts
the spatial concentration of activities; in conditions of perfect competition, perfectly movable
production factors, fixed raw materials and demand perfectly distributed across the tgriito
obstacles the agglomeration until activities are geographically dispersed and the market becomes

divided among firms, each of which supplies a local market.

Transportation costs, accordingly to the economic costs of shipping goods, can be conagigred
opportunity cost represented by the time taken to cover the distance which could instead be put

into different uses. Space is therefore treated in economic terms.

If transportation costs were nil, there were no reasons to concentrate activities.

The current disposition of the economic activities is the result of the balance between these two

forces.

16



During theirdecisionmakingprocess, companies should take into consideration also some other
aspects linked to the location choices, sddoeseeand optimize each and every relatadpect

The first is a practical one; the bigger dimension of concentrated poles so to exploit the economies
of scale requires company to own advanced management capacities, high organizational level and
internal coordiration since these sites become more complex, more people have to work into them,

more goods ar@roduced,and more relationships must be managed.

Then,must be considered that demand is uniformly distributed geographically, so, reasoning in
terms of Retals, having more location places in different positions means higher accessibility and
therefore a reduction of the average distance that costumers must travel to reach the store.
The price at which the consumers buy the good on the market is the sum pfdldeiction cost of
the good and the opportunity cost borne on the consumer that must cover a certain distance to

purchase it.

Assuming the existence of the same product at the same production price, the consumer chooses
to buy the good from the firm lo¢ad closer to him, because of a lower price due to a lower

opportunity cost. Market area represents monopoly generated by the distance.

Space is therefore seen as a spatial friction and, according to Lésch spatial demand curve, lowering
0KS Odza i artvirtiyNchsQis élstidizdurablefor the company because this savings could be

spent in order to buy a higher amount of goods, having both an advantage.

This means that being too concentrated in a single location could make the company reduce its

marketarea and therefore lose customers.

There is another aspect against concentrated location of a company that must be considered, it

considers the stores and is not an economic but a marketing one.
Even if having a higher numberRétais could increase &ts, at the same time it also generates a

return in advertising terms. The capillary presence on the territory allows to be more visible,

improving the perception that customers have about the company and therefore the brand

17



reputation. However, is importat to choose the location in line with the idea that the brand wants

to communicate; a peripheral location could damage the prestigious image of a renowned brand.
From this investigation emerges how the different allocative choices could have an impta on
companies under sever aspects; the choice of a proper location setting can allow companies to

develop a competitive advantage over their competitors.

18
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One of the limits of the first locatiotheory models developed is, given the demand uniformly

distributed, to divide the market into areas within each of which there operates just a single firm.

This model, for the first time, considers the possibility to relocate once the market has besdeddivi

up and therefore highlights the existence of interdependency mechanism operating in the location
choice of firms.

To explain the model, it is necessary first to define the assumption at the base:

U There exist just two firms, firm A and firm Btherefore a Duopoly condition;

U The market is linear and homogeneously distributed, along which the demand for the good

produced is also homogeneous;

U The relocation cost is nil;

0 The demand is entirely inelastic; it means that the quantity of giemanded by customers

does not change with variations in price.

The model starts from a condition of initial equilibrium in which the firm A and the firm B are equally

distributed in space and own the same market area.

PRICE
/\
DISTANCE
3 5 >
N\ N
" MARKET AREA MARKET AREA n
A M B

Graph1 Division of the markdbetween producers
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Then, the firm A decides to break the equilibrium and move toward the firm B so to increase its

market area.

PRICE

— . > DISTANCE

\ AY|
MARKET AREA MARKET AREA ™
A v B

Graph 2Division of the market between producers

The firm B, which now sees its previous market area reduced, decigesve toward A in order to

gain back the lost part and even more.

PRICE
DISTANCE
A | B<——B >
\ AV|
'\ MARKET AREA MARKET AREA N
A ) B’
M

Graph3 Division of the market between producers
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At this point the firm A must relocate again so to take back the market area lost, and the same will
happen for the firm B.

This situation is going to continue until the two firms will reach an equilibrium.

The only condition in which they are not willing to move again is a concentration one, it means that

both firms have to occupy exactly the center on the spatial market.

PRICE
DISTANCE
A;B >
N\ N AY|
" MARKET AREA | MARKET AREA b
A M B

Graph. 4Division of the market between producers

Only this arrangement gives stability to a situation which otherwise, according to Hotelling, would
be indeterminate under these hypotheses.

Itis interesting to note that this balance achieved, wheither of the two firms is willing to change,
does not coincide with the public interest because the average distance that consumers have to

cover to buy the goods is greater.

The contradiction lies in the fact that, at the same time, this allocatiaiss counterproductive for
the firms themselves. This because, if the assumption of inelastic price is discarded, the firms would
reduce their profit since the quantity bought by consumers is reduced because of higher

opportunity cost bone on them.

Moreower, if a new firm would enter into the market, it would be sufficient to simply locate itself

more peripherally to obtain a greater market area compared to that of the two competitors.

21



The motivation that drives this irrationdkehaviouris that there isa natural tendency for firms to

cluster in space; a tendency which may help explain the existence of large agglomerations.

This model is important because it helps to understand that market is a dynamic environment and
therefore strategies must always lpdated; there is a need to study the external context, accept
changes and be ready to change, reorganize and innovate.

This becomes particularly important today, where the market is constantly changing due to the

development of technology, communicationéglobalization.

22



2.1.3 BID RENT THEORY OF ALONSO
L&d Ay GKS SINIeé& Wcna 6KSyYy 2AftAlLY 1 f2yaz2z |y
GKIFG 6KSY | LIzZNOKF &SN I OljdzANBSa | flyR KS R2S

transaction: lad and location.

In other words, he spotted the possibility to make a tramf€ between the quantity of the land to

be acquired and its location.

¢CKS o0l ara 2F GKAA Y2RSt OFly 06S F2dzyR Ay GKS +
organize thespatial distribution of agricultural production around a medieval town, according to
each willingness to pay, in order to divide the land among farmers, estimating also the relative level

of unit rent.

This model has been able to demonstrate that gimaple distance from, or accessibility to the town

that accounts for differences in land rent.

The model of Alonso rethought this concept by making it more specific to the urban case, at the
same time there is been the abandonment of the hypothesis timdy transportation costs express
spatial friction and the preference for more central locations. It shows how the urban space is
allocated among alternative production activities once the market cost of the land at different

distances from the center is kwn.

The assumptions needed to set the model define space as uniform and isotropic, it means that cities
are characterized by homogeneous spatial distribution of the production factors and endowed with
infrastructures that cover the entire city in all tlrections. They also require cities to have a single

center, corresponding to the most attractive location for firms and households.

There are 3 types of rent that compete for locating closest to the central location:
i Commercial;
U Residential;

U Industrial

23



The bid rent curve uses two simple functions on a graph to explain where each of these types would
be placed: the cost of rent, represented on th@Xs and the distance from the CBD, represented
on the Yaxis.

These two works inversely to one other;@®e increases, the other decreases.

RENT
X-X: RENT THAT X
COMMERCE IS
WILLING TO PAY

Y-Y: RENT THAT
INDUSTRY IS WILLING
TO PAY Z

/

Z-7: RENT THAT
RESIDENTIAL AREAS

ARE WILLING TO CBD b s
PAY X Y VA

DISTANCE FROM CENTRE

Nt

1: CBD WITH COMMERCIAL ACTIVITIES AND OFFICES
Q: INDUSTRY
é: RESIDENTIAL

Graph5 Land allocation
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A Central Business District (CBD) is the commercial and busem@ssof a city. It represents the
most accessible area of land with the highest concentration of people, for this reason, there is a

tight competition forthis portion of land

In commercial activities, rent is considered as the remainder left when the eweinepr has
subtracted production costs (including transport cost) and a desired level of profit from the revenue

obtained by selling the good.

¢KS UGNIFyaLR2NI O2aid RSLISYRa 2y RAaGFryOS tA1S

depend on thadistance to the city centre; higher is the proximity, higher are the earnings.

Profits remaining equal, a more central location implies a willingness to pay a higher rent because
the entrepreneur incurs in lower transportation costs and obtains highgeenues. At one unit of
distance further away from the city center, the rent offered to maintain the same profit level

diminishes because of the increase in the transportation cost and the decrease in the revenue.

In economic terms, it is the most inflneed by the proximity to the CBD and this is the reason why

commerce tends to display the highest willingness to pay between these three categories.

Then, moving outward from the CBD, the next type found is the industrial one; factories require
more openlands which are not available in the CB, so here they can expand over a large amount of

land, while having the benefit of quick transportation of goods to the CBD.

This explains why thers still a quite high willingness to pay; factories will only l@cab far from
the CBD until transportation costs override the original cost of rent.
The possible location for factories therefore results larger than the one designated to commercial

activities.
Lastly, the type found farthest to the CBD is the residéecause certain factors such as economic

gains of living near the city center has an impact much higher for the commercial and industrial

sectors.
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The main reason for householders to choose to leave further out is that in this way they have the
possiblity to have more lands and so to build bigger homes for a cheaper Tstbid rent curve
created from the residential, due to a low rent cost at a great distance from the CBD results in having

the greatest land area.

After the analysis, what emergesfn this model is that commercial activities and industries tend

to rent the land closer to the CBD so to achieve the highest possible profit and the quicker
transportation. Residential tends instead to move outward from the CBD so to have the possibility

to buy larger homes.

However, models are just a simplification of the real word, in fact, in the reality the physical features

of each locatiorshould also be considered.

Moreover, this equilibrium works just if there exists a single, attractive enough, central attraction.
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2.2 THE RENT CONCEPT

The rent agreement is the contract through which a subject, defined as lessor, undertakes to grant
the use of an asset (both mavig and immovable) to the scalled lessee, for a fixed period of time,

in exchange for a cash consideration. Usually the returns are fixed and periodical.

The amount of the rent to be paid must be proportional to the cost of the object of the negotjation
therefore it is important to first define its market value. Finally, this amount should guarantee a

condition of equilibrium in which the various economic subjects are no longer willing to change.

[FYR Aa | aOl NB NFBa2 dzN&add just tiaded, Iregatdiess of Smpantitys 1 G S R

requested, the quantity offered remains unchanged.

Its value is strictly linked with the demand affecting the whole market segment, varying from area

to area.

2.2.1 REASONS FOR RENTING

Firms that want to open newRetais can choose between two different alternatives: buy the

property or rent it.

There areseveralconsequences that derive from this choice; here are reported the most significant

benefits that could push the company toent rather than a purchase contract.
U In many jurisdictions rent used intlde or business isax deductible
U Instead of paying the fuprice that ownership would need, a series of smaller payments is
applied. This alternative is particularly relevant in times of crisis in which access to credit is
more difficult. Moreover, if the purchase is made with debt capital it will be compounded by

the payment of a further interest;

0 The documentation and rental procedure is quicker and easier, moreover there is no

possibility of incurring in unexpected expenses;
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Reduction of financial risk due wepreciationand transaction costsespecially for real

estate which might be needed only for a short amount of time;

Renting keepsff-balancesheetthe debt that would burden théalance sheetdf a company

in case the property would have been bought;

There is no need to worry about lifespan and maintenance;

Conmpanies can remain flexible overtime, changing strategy in a faster way without
repercussions. This aspect is particularly important nowadays that firms are required to be

very dynamic;

Renting igositivefor the environment because generally products ased more efficiently

by maximizing utility rather than being disposed, overproduced and untikzed.
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Chapter 3

HOUSING MARKET IN MILAN

The purpose of this chapter is to understand the dynamics of the real estatieg marketin Milan;
how it has changed in the recent yeavghich is the currensituation, and which are the future
trends. Through thiswe can notice changes in demand, availability and consequently goces

rents.

This study is essential for the interpretation of the2 YLI YA S&a Q 0 SKI JiArraeNBE | Y
of location on the territory, laying the foundation for the implementation of Retail Digitalization

proposed in this thesis.

The city of Milanhas been taken as a sample city on which studies and consiil@ns were

developed.

The analysis refers to a period of time that goes from 2011 to 20dGause 2011, as will be shown
later through an economiceport, represents the first year of rent with positive growth after the
2008 crisis. Moreover, itakes nto consideration also the transformationsccurred in the

morphology of the city itselsoto be more specific.

At the beginningjn orderto introduce the reasons about the choice of Milan, a study upon the
global Retailmarket and its trends has been developed, as well as the analysis of the role of the
Italian market into the globaconomic contextThen the chapter focuses on Milawhich is studied

in depth, explainingalsothe reasons thated to this choice.

Finally the working method used will be explained in detail, as well as the interpretation of the

collected dataso to arriveat the final considerations.
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3.1 EXPLANATION OF DHCISIOIMAKINGELEMENTS

3.1.1 THE CHOICE OF MILAN

This choice comes after a series of analyses and considerations, in order to batukéilan
represents the ideal destination to promote an innovative project like. timsact, developing a
strategy in a market recognized internationally as "attractive" is an excellent launch pad, ensuring a

greater resonance compared to secondary destinations.

The choice of the proper location is essential sihdeterminesthe sucess or failure of the project.

With these premiseghe research work begins with a very general foasserving the economic
changes that have influenced the gloBatailmarket, determining wher®&etaiers have positioned
themselves in recent yearsp as to understand which the most attractive locations in the world

were.

This possibility is provided by the agency Cushman & Wakefield, which publishes an annual report
dealing with these issues. Specifically, the report "main street across the watld' Zthe most
recent one) was taken into consideration, becaitsd#fered an annual overview of the globRletail
market, reporting on the ongoing economic changes and identifying the most prestiBietad

locations.

30



3.1.1.1 ANALYSIS OF THE GLOEAIAIMARKET

Below will be provided an overview of the main changes inRe&ilsector in 2017 in the various
zones of the world, analysing the influences that economic changesdemneratedon this market
and on the attractiveness of the locatianst the end of the analysis, a classification of the most

prestigious locations at world level will be reported.

In 2017, the division between macezonomicand Retailproperty markettrendsoccurred in some
countriesis increasingly growing, being driven primarily by structural changes due to the growth of
online Retailng. Indeed, the US economy that grows at a rate of 3%, registering a closure of stores

at the fastest rate ever recorded can be an example of this.

Nevertheless, between the continuous growth of online sales, the closure of many stores and the
downsizing oRetaikrs, the rents for priméetaillocations havédeenheld up well in 2017. In fact,
during this period the globdRetailrental growth was 0.%, registering 136 of the 451 considered

locations growing, while only for 90 of these there was a decline in rents.

On the wave of online developmersignificant changes in the Retail sectors and in the type of real
estate Retailers were made possibM/hile someRetaiers have purchased fewer larger stores,
others have focused on maintaining and consolidating their store portfolio, occupying less space
and pushing them to refine what the store offers, trying to fulfil the customer's wishes in a more
effective and direct. in fact, in 2017 consumers have had an-eneeasing desire for unique and

personal experiences Retailspaces.

2017 saw growth in storefront technology, offeriftpetaiers the opportunity to drive sales by
combining their onlin@nd offline platforms to provide a seamlg@snichannelexperience for the

customer. Online growth has also strengthened the importance of the flagship stores.
In general, as the analyses carried out in 2017 have shown, trends have varied widely rertopla

place, but the common theme is that glodaétailng remains a dynamic sector, as it follows and

responds to the changing technological and demographic changes in place.
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Therefore, it is possible to draw up a ranking of the most expensive locatidims world in the last

year for Retaiers. Obviously, the more or less high cost of positioning in a given location is
determined by its level of attractiveness and prestige. The 2017 ranking of the most ex{fRetiie
locations saw the first positioaf the Upper Fifth Avenue in New York, followed by Causeway Bay,
Hong Kong the third place is then occupied New Bond Street in London, followed by Via

Montenapoleone in Milan. Avenue des Chantfigsées, Paris closes the top 5.

RANK 2017 COUNTRY CITY LOCATION w9bt¢ O6e€ek
1 USA New York Upper 5th Avenue (49th - 60th Sts) 28,262
2 Hong Kong Hong Kong Causeway Bay (main street shops) 25,673
3 United KingdonmLondon New Bond Street 16,200
4 Italy Milan Via Montenapoleone 13,500 |
5 France Paris Avenue des Champs Elysees 13,255
6 Japan Tokyo Ginza 11,308
7 Australia Sydney Pitt Street Mall 9,422
8 South Korea [Seoul Myeongdong 8,598
9 Switzerland Zurich Bahnhofstrasse 8,310
10 Austria Vienna Kohlmarkt 4,620
11 China Beijing Wangfujing 4,498
12 Germany Munich Kaufinger/Neuhauser 4,440
13 Ireland Dublin Grafton Street 3,653
14 Spain Barcelona Portal de L'Angel 3,360
15 Russia Moscow Stoleshnikov 3,071
16 Netherlands |Amsterdam Kalverstraat 3,000
17 Singapore Singapore Orchard Road 2,905
18 Norway Oslo Karl Johan 2,831
19 Greece Athens Ermou 2,640
20 Luxembourg |Luxembourg City Grande Rue 2,580
21 Denmark Copenhagen Stroget (including Vimmelskaftet) 2,555
22 Czech RepubligPrague bl tnN12L)S &aiNBSi 2,520
23 Turkey Istanbul Centre - Istiklal Street 2,311
24 India New Delhi Khan Market 2,191
25 Canada Toronto Bloor Street 2,180
26 Vietham Ho Chi Minh City Best Achieved Shopping Mall (GF) 2,100
27 Malaysia Kuala Lumpur Pavilion KL (prime lots) 2,084
28 Belgium Antwerp Meir 1,950
29 Taiwan Taipei Zhongxiao 1,830
30 Sweden Stockholm Biblioteksgatan 1,609
31 Finland Helsinki City Centre 1,602
32 Hungary Budapest Vaci utca 1,440
33 Portugal Lisbon Chiado 1,380
34 UAE Dubai Prime - A 1,282
35 Israel Tel Aviv Kikar Hamedina 1,280
36 South Africa  [Johannesburg Sandton City 1,265
37 Thailand Bangkok Central Retail District (CRD) (Rajprasong/Sukhumvit strget) 1,214
38 Poland Warsaw Nowy Swiat 1,020
39 Serbia Belgrade Kneza Mihaila 1,020
40 Mexico Mexico City Masaryk 998
41 Croatia Zagreb llica Street 840
42 Channel Island$St Peter Port High Street 835
43 Indonesia Jakarta Prime 752
44 Slovenia Ljubljana 22 LR DI 720
45 Brazil Sao Paulo Oscar Freire Jardins 700
46 Saudi Arabia |Jeddah City Centre 653
47 Argentina Buenos Aires Calle peatonal Florida (Av. Cordoba to Av. Corrientes) 651
48 Cyprus Nicosia Ledras Street 600
49 Romania Bucharest Calea Victoriei 564
50 Philippines Taguig (Metro Manila)Bonifacio High Street 559

Tab.1 Globalankingof the nost expensiv&etaillocationsin 2017
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3.1.1.2MOTIVATIONSOR THE DECISION
As we can see from the table, Italy is i gosition among the most prestigious locations in the
world in the commercial fieldnore specifically the city positionedtinis ranking is Milarpreceded

only by New York, Hong Kong and London.

Even if the considered area for the ranking is Via MontenapolelogiagMilan in the top 5 world

in terms of location obviously confers prestige to all the areas adjacent to thistrggt.

Moreover, having also analysed all the other Cushman & Wakefield "Main street across the world"
reports of the six years prior to 2017 (starting from 2011, which represents the first year of positive
annual rental growth after the crisis of 2008) it is edtthat Milan is climbing the rankings and

future forecasts see it growing agdin.

POSITIONING TREND IN THE GLOBAL RANKING
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—o—MILAN, VIA MONTENAPOLEONE

Graph6 Milan positioning trend in the global rankiggCreated from analysis

For these reasons, it can be said with certainty that Milan today is a very appreciated location in
the internationalRetailscene, thus representing an ideal destination to promote innovation, as it

enjoys great attention.

! Appendix 1
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Furthermore Milan representghe world capital of fashion and is therefore a reality in wHistalil
has always been developed, a city in which there are some of the most farRedaslocations in

the world.

Then, the urban conformation of Milan, organized in concentric circles, is very usetfilsfaork,
as it allows to consider the city as divided into three main areastre, semicentre and periphery.
In this way, the variations that exist between tleesiacro areasan be observedut also between

the different subareas within them.
Moreover, is the city which presents the highest rent costs in Italy, so is the one inimipiement
an optimization strategy for space, and therefore cosite whatwill be presented latermakes

more sense.

All these aspectsupportthe choice of this city to promotéhe practical work representingan

analysis done in deptim orderto assess the compatibility of this market withe thesis project.
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3.1.2 TIMBFRAME 2012017

As mentioned, the first part of this work has been focused on the variation of the real estate rental
quotes in the City of Milan, from 2011 to 2017.

The reason behind the choice of this time frame was guided by the trend of the globelgemwth

in the last years.

Summarizing, the situation in 2011 was characterized by a fragile economic recovery with prime
rents rebounded strongly (4.8%), supported by a combination of growth among a series of
successful brands, aggressiRetaier expansion in emerging markets and fierce competition for the

best and most higiprofile global shopping locations.
So, after the crisis of 2008, the global real estate economic situation was represented by a great
decrease in the rental growth. The 20Jdpresents the first year of positive annual rental growth

after the crisis, reason why this year has been chosen as starting point.

Then, the 2017 represents the last full year available.
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Graph7 Global annual rate of growth
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3.1.3 URBAN FRAMEWORK
l'a alAR 0ST2NB>X GKS OGSNNAOG2NRIET O2yF2NXNIF(A2Y
led to consider a division of the city in different aresscording to this subdivisiom order to have
the opportunity to observe the differences bedéen each of them.
The Milan ring roaslsystem consists of three concentric ring roads that revolve around the city's
historic centre.
On the basis of the structure of the city, three macro areage been considered:
- (CENTRAL AREA
- SEMICENTRAL AREA
- PERIPHERAL AREA

Fig1 Conformation of Milarg Created from analysis

36



So, following thisubdivision, all the data about the real estate quotation for each draae been

collected

Assigning the collected data to each of the three areasallowed to conduct a more organized

work and to use thisuldivision to observe the differences between the various parts of the city.

3.1.4 WORKING METHOD

The working method consisted initially in the search for data corresponding to the real estaaé rent

guotations of the municipality of Milan, from 2011 to 2017.

The sourceof collection ofthese dataisthereal & G G S ljdz2GF GA2y RIFEGFo6F &S
OYINF(GS¢ @

Within this databasegall the real estate quotations for each area of the cityiian, relating to the

period mentioned have been taken.

Thosequotationsare those relating first to the commercial destinatioRe(ai), afterit wasdecided
to collect also the quotations relating to residential destinations and productive destirgtia
order to make a comparison between the various quotations, having a broader point of view on the

market.

For each of these categories, different chaibave been madeaccording tdhe various typologies:

U Commercial destinationslt has been deded to considerthe rental values related to

commercial types "shops", considering a "normal” conservative state.

U Residential destinationsTheyhavebeen taken intaconsideredhe rental values related to
GOAQGAET K2YSaé¢ Ay | ay2N¥Ifé O2yaSNBFGAGBS a

U Productive destinationslt has been considered f | 6 2 NI 62 NB € | & LINE RdzO
O2YAARSNAY3I | ay2NXIfé¢ O2yaSNBFGAGS adl aSo
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The real estate data related to these types of destinations have been taken for all the years, from

2011 to 2017 and fomll the subareas belonging to the 3 macro areas (center, semicenter,

periphery).

In relation to the macreaarea to which they belong, the stdyeas have been classified with the
following codes: B (All the stdyeas belonging to the central area), C {Ad subareas belonging

to the semicentralarea) and D (All the stéreas belonging to the peripheral area).
These sukareas are more than fifty and have undergone changes over the years. This was very
interesting, because it allowed to observe how teeritory of Milan has changed, with for example

the born of new neighbourhoods and the unification of others.

Once the sukarea and the year of reference have been identified, the data relative to the minimum

and maximum rental values @/ sgm / monthhave been extrapolated.

Thereforethese valuehave been takemand the average between the twmas been madeThen,

the averagewasmultiplied by 12, so as to obtain the valuecinsgm / year.
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3.2 PROCEDURE PUT INTO PRACTICE

After the process of data collection, including each subdivision of each consideredtlaea,
processing has proceededth the average amount of euro that has to be paid in a year in order to

rent a square meter of surface.

These resultsare divided wihin the three different categories: residential, commercial and

productive. The same process has been applied the throughout all timeframe consfdered.

RESIDENTIAL 2011 COMMERCIAL 2011 PRODUCTIVE 2011
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 222,30 CENTRAL 284,16 CENTRAL 148,44
SEMICENTRAL 119,75 SEMICENTRAL 154,10 SEMICENTRAL 88,85
PERIPHERAL 90,17 PERIPHERAL 96,64 PERIPHERAL 64,12
RESIDENTIAL 2012 COMMERCIAL 2012 PRODUCTIVE 2012
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 226,20 CENTRAL 283,38 CENTRAL 147,36
SEMICENTRAL 120,50 SEMICENTRAL 157,15 SEMICENTRAL 88,85
PERIPHERAL 90,17 PERIPHERAL 96,70 PERIPHERAL 64,12
COMMERCIAL 2013 RESIDENTIAL 2013 PRODUCTIVE 2013
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 284,82 CENTRAL 225,72 CENTRAL 147,36
SEMICENTRAL 158,90 SEMICENTRAL 122,55 SEMICENTRAL 89,35
PERIPHERAL 96,70 PERIPHERAL 90,17 PERIPHERAL 64,12
COMMERCIAL 2014 RESIDENTIAL 2014 PRODUCTIVE 2014
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 278,33 CENTRAL 217,13 CENTRAL 143,20
SEMICENTRAL 153,43 SEMICENTRAL 147,60 SEMICENTRAL 89,31
PERIPHERAL 90,17 PERIPHERAL 90,17 PERIPHERAL 64,17
COMMERCIAL 2015 RESIDENTIAL 2015 PRODUCTIVE 2015
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 283,33 CENTRAL 224,47 CENTRAL 140,07
SEMICENTRAL 154,29 SEMICENTRAL 179,33 SEMICENTRAL 88,46
PERIPHERAL 97,33 PERIPHERAL 88,97 PERIPHERAL 61,57
COMMERCIAL 2016 RESIDENTIAL 2016 PRODUCTIVE 2016
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 280,80 CENTRAL 216,53 CENTRAL 139,60
SEMICENTRAL 152,91 SEMICENTRAL 179,80 SEMICENTRAL 87,26
PERIPHERAL 97,07 PERIPHERAL 88,47 PERIPHERAL 60,63
COMMERCIAL 2017 RESIDENTIAL 2017 PRODUCTIVE 2017
AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR AREA AVERAGE €/SM/YEAR
CENTRAL 280,20 CENTRAL 217,80 CENTRAL 137,73
SEMICENTRAL 152,49 SEMICENTRAL 179,67 SEMICENTRAL 86,83
PERIPHERAL 95,30 PERIPHERAL 88,80 PERIPHERAL 59,90
Tab.2Average rent in Milan from 2011 to 20¢ Created from analysis
2 Appendix 2
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3.3 POSANALYSISONSIDERATIONS

At this point, having all the data relative to tleensideredtime-period, it is possible to make a

comparison and therefore an analysis of the changes occurred.

On these results are based the choices made for the implementation of theegyraxplained
during the thesis, which starts from a concrete study of urban dynaamdsends ugy proposing

an innovative solution, stakingadvantage of the current condition.

In fact, the analysis showed thatit hasemerged that, among the three, the function most
competing for central areas is the commercial one, while the residential and productive are

following a trend of moving in more and more peripheral areas.

This was the key aspect that led to implementratggy able to increase the profitability per square

meter of the stores, partly remedying to the very high priceaihmerciakents.
These NBadzZ G6a aSSY (G2 0S LISNFSOuGfte Ay tAyS gA0K

shown;the division of theareas that emerged frorthe analysis of the city of Milan shows with the

data exactly what the model expressed in a theoretical way.
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3.3.1 RESIDENTIAL

| RESIDENTIAL | AVERAGE €/SM/YEAR
2011 2012 2013 2014 2015 2016 2017
CENTRAL 222,30 | 226,20 | 22572 | 217,13 | 224,47 | 216,53 | 217,80

SEMICENTRAL 119,75 120,50 122,55 147,60 179,33 179,80 179,67
PERIPHERAL 90,17 90,17 90,17 90,17 88,97 88,47 88,80

Tab.3Average renfor each year from 2011 to 20X/Residentiaf Created from analysis
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Graph.8Residential rent trend from 2011 to 204 Created from analysis

The residential is the one that shows the major changes compared to the other two elements

considered.

From the graphit is observabléow the value of residential rents in the central argave fluctuated

from year to year, albeit always remaining within a certain range of action.

In the peripheral area, the rents have remained almost unchanged. Noteworthy are the changes in
the semicentral part, in which since 2013 we can see a strongease in values, going from 122.55

G2 ™mT dd/gear ingustawo years.

The prices increase in the seo@ntral area is due to the creation of new prestigious residential
areas such as City Life and Porta Nuova. The high value of these structures has thus generated a
greater attractiveness towards these placebpwing the prpensity towards moving the housing

function in increasingly more and more peripheral areas.

41



This is due to the fact that the central area has become too saturated and expensive, moving away
those functions that are not willing to pay these high rental gsiany longer.
The fluctuations in the central area are simply due to the performance of the real estate market;

the ratio between demand and supply from year to year.

The stability of the values of the peripheral area indicates how they have remainbdnged over

time and have not been subject to investments or devaluations.
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3.3.2 COMMERCIAL

| COMMERCIAL | AVERAGE €/SM/YEAR
2011 2012 2013 2014 2015 2016 2017
CENTRAL 284,16 | 283,38 | 284,82 | 27833 | 283,33 | 280,80 | 280,20

SEMICENTRAL 154,10 157,15 158,90 153,43 154,29 152,91 152,49
PERIPHERAL 96,64 96,70 96,70 90,17 97,33 97,07 95,30

Tab.4Average rent for each year from 2011 to 2@lCommerciat Created from analysis
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Graph.9Commercial rent trend from 2011 to 2041Created fromanalysis

The graphshows howhuge is the gap between rental prices in the central area with respect to that

of the semicentral ones.

This is a clear sign of how the choice of more central locations is a common strategy among firms;
in this waya close competition for these are@sgenerategda competition that would not seem to
diminish.

In fact, for the firms is essential to be present in the central area, since it generates many benefits

that is not possible taachieve in otheparts of thecity.

Some of the benefits coming from this location choice are due to thegregence of people, which
represent ahigh volume of potential customers, moreover, being present in the city cemeesort
of advertising for the brand, which contributést 42 (12 ONBFGS FyR adiNBy3

locate the stores in the peripheral area could be seen as a devaluation of prestige.
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Prices for commercial property rentals remain in any case much higher than residential ones, hence

requiring greater wlingness to pay.

As a result, only the most successful companies are able to pay such high rents, while less important

and prestigious firms are located in more and more peripheral areas.
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3.3.3 PRODUCTIVE

| PRODUCTIVE | AVERAGE €/SM/YEAR
2011 2012 2013 2014 2015 2016 2017
CENTRAL 148,44 | 147,36 | 147,36 | 143,20 | 140,07 | 139,60 | 137,73
SEMICENTRAL | 8885 | 8885 | 8935 | 89,31 | 8846 | 87,26 | 86,83
PERIPHERAL | 64,12 | 6412 | 6412 | 6417 | 6157 | 6063 | 5990

Tab.5Average rent for each year from 2011 017 ¢ Productive Created from analysis
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Graph.10Productive rent trend from 2011 to 201Treated from analysis

The graph shows how rental prices for production activities in the central part of the city are
decreasing.

The phenomenon is due to tendency to move these activities in more peripheral areas,
consequently the demand for the central area is reduced, lowering competition and therefore the
prices.

This condition is due to the desire to reduce production costs by moving more peripherally,
moreover, the city center is facing increasing competition that is cutting agents unable to pay the

rents ever higher.

It follows that the center of Milan is changing its configuration, becoming more and more

commercial and residential and less productive
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Chapter 4

EVOLUTION GRETAIINDUSTRY

In this chapter, the key elements Bletailare exposed, explaining its importance and revisiting the

evolution in order to gived the reader a clear awareness of its strategic nature.

Then, the fasfashionRetailwill be deepened sincét will be thearea of interest foithe practical

work.

Subsequently, an analysis will be carried out on the major trends that have characterized this market

in recent years.

After that, the attention will be placed on theurrent situation of this sector and on the possible

future scenarios to which it will be subjected.

4.1 FUNDAMENTAL ASPECTRIIFAIL

Following is introduced the concept &etail exposing the main features and emphasizing its
importance as a point ofontact with the customes. After that, the distinctive features and the
different types are introduced, in order to have a clear understanding of the composition of this

sector.

CKRetal¥k Aa GKS LINRPOSaa 2F aStftay3a O2yadzySNI 322
channels of distribution in order to earn a profit. In other words, the pl@tere)where a good or

service is sold to end users.

The importance oRetaillies in the &ct that it represents the "point of contact” with customers.

Since the customer is the key player for any company, the store mest its needs, which with
the new market evolution, characterized lay increasing number of innovationlsave become

increasingly higher
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So, n the management oRetail a lot of factors must be considered: the accessibility, for example,
is very important because persons cannot acquire products if the store is not accessible; the opening

time represents also an impontafactor, as the placement of products as well.

Summarizing, it is possible to identify five fundamental factors to keep in mind during the

management of thdketail accessibility, type, ownership, market and location.

0 AccessibilityThis term referdo the quantity of shops and their diffusion. It represents a key
aspect and must be taken into consideration according to the product segment. Indeed,
luxury brands usually choose to sell their products in few shops, so to create a condition of
exclusiviy around the products. On the other hand, mass products are sold in a huge number

of stores, characterized by a capillary presence, to improve the accessibility.

0 Type:Different types of stores exist and can be organized according to the products they

sell, their prices or the brand images.

i OwnershipThe ownership of the stores refers to the decision about how deep to control
them. This choice is part of the brand strategy. For example, companies could decide to have
franchising stores, DOS (directiperated stores), or both. Franchising means to build a
“chain" of stores, giving to other people the possibility to manage the single shops of the
OKFAy® ¢KS 5h{ FINS’ Fff (GKS akK2L¥A RANBO(T &

of ownership methd, the partnership. These strategies will be explained in detail later.

0 Market: The reference market is a key element for each brand. This is connected to the
decisions to open stores in different locations around the world and to determine which
market 5 better than others. However, in a world characterized by globalization, the

common goal of brands is to be present all over the world.
U Location:The location choice is connected to a lot of other factors as visibility, accessibility,

revenues, and so orCompanies could choose to open their shops into malls, into smaller

trophy assés in the centre of the town, &t
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The brand strategy could be different according to the different responses to these factors.
It is possible to further investigate somectarsthat are crucial in the composition of the strategy:

property, typology andocationof the store.

The property of the store is a fundamental factor from the strategic and economic point of view.
There are four types of ownership iRetail independent specialisRetaiers, franchising,

partnerships and DOS.

The independent specialiRetaiers are independent people, totally responsible for their business
and for all the decisions, from marketing to merchandising. For the brands thaselb option
for sell their goods, there will be low control of tietailchannel and low contact with customers,

but also lower investments and no risk for carrying inventories.

Franchising is intended as a coordination through contracts techniqugiich a brand gives the

right to sell its products and services, using also its name. This concession is provided to the owner
of the shop in exchange of a royalty on the selling amount, a fee to enter in the business, or both.
This method means to havedter control with respect to the first method, but not the complete

decision power.

The partnership allows to establish a collaboration between the two parties: the brand and the
owner of the shop. This leads to have higher control and higher contacthatbustomer, but also

higher investment risk.

The last method is the one that allows to have the total control on the store, theabed DOS
(Directly operated stores). It mainly used in the luxury sector, because here there's the necessity
the necesgy to maintain a certain level, even in the stores. This is, from the economic point of view,
the riskiest method, because of the expenses due to rent and maintenance, but even for the direct
investment of the brand. However, it represents the only walidee a direct and exclusive contact

with customers.

Talking about the typologies of stores, two main categoc&s be mentionedproduct driven and

brand driven stores.
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The product driven stores are the ones offer a variety of products of differentistaharacterized

by the same target of quality, functionality and fashion attitude.

The brand driven stores, instead, are focused on the brand identity and so, all the store is an

extension of the brand, in all the details.

It is possible, inside these two macro categories, to define another classification: product driven
stores are divided in specialist stores and department stores; instead brand driven stores include

mono-brand stores, flagship stores and concept stores.

Then there are other two types of stores that can iogplementedconsidering bothstrategies:
factory outlet stores and travel stores. The last typology is connected to the time attitude: the

temporary shops.

U Specialist StoreA specialist store is a shop that caters to one speR#tailmarket. born in
the XX century, they introduce the separation between the manufacturing process and

selling process; this type of store sells to the customer different types products.

U Depatment Store A department store is &etailestablishment offering a wide range of
consumer goods in different product categories known as "departments”. It is a store that
proposes a wide choice of brands to the customers. In fact, these stores havplenlities
at different prices and different typologies of products like apparels, cosmetics and home
appliance. Usually the structure is organized inserting in the same building, different mono
brand corners directly managed and rented by the brand, evih awn personnel. Two

examples of Italian department stores are Coin and LaRinascente.

0 Mono-brand Store shops that stand out for the sale of only products of a particular brand,
these stores must show in all the details the brand image. Usually digutisated by the
brand in the luxury brand categories, instead more widespread, using franchising, for more

accessible brands.
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Flagship StoreThe flagship store is a particular type of mdmand store, characterized
usually by higher surface and predarant location. This store represents a sort of model
for the other shops and it shows all the characteristics of the brand. It represents generally
a change of the brand attitude or an attempt made to attract the attention on the label. In
fact, the objecive is mainly to attract the customer's attention and not to increase sales,

that usually increase in the sister's stores.

Concept StoreTypically focused on fashioamconcept store ia place where customers can

buy other kind of merchandise, doing ajfi#, have a coffee, meet other people or see art
exhibitions. This typology of store is born in USA in 1986 with the first concept store of Ralph
Lauren that represented the patriotic idealism. The concept store must represent a message,
or an idea giverby the stylist, with the aim of add value to the product itself. Another
objective is to attract people in physical stores instead -cbmmerce, so, the higher the
number of services offered inside the store, the higher the time of visit, the attracssen

and the possibility to sell products.

Factory Outlet StoreA factory outlet store is brick and mortar or online store in which
manufacturers sell their stock directly to the public, cutting out the middkn. This type

of store is characterized bglifferent types of product sold, in fact they sell irregular
productions, oldfashion collections, surplus. At the beginning, this type of shops was
attached to the factory or to the warehouse, but from the beginning of the century these
shopsareusuald NP dzZLJSR Ay | aK2LILJAyYy3I OSYydGSNJ OFff SR

Travel StoresThe travel stores are shops belonging to the travel environment like airports,
in which you need a proof of travel to access the commercial area. Usually, in this area the

prices are ot subject to taxes and duties.

Temporary / popup store shops characterized by limited duration, generally used by the

brand for the launch of new products or to promote a limiedition collection.
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Regarding location, the main location strategies these different typologies of stores are: main

streets, shopping centreRetailparks and outlet villages.

The main street is a road, inside a city that has as a focal point the busin@ssadflt is usually
organized with unit of 150/200 sgm shle area and usually each unit has a showcase of 6 meters.
Examples of main streets: New bond Street in London, Via Montenapoleone in Milan and Avenue

Champs Elysees in Paris

In a shopping centre, one or more buildings form a complex of shops representing merchandisers
with interconnecting walkways that enable customers to walk from unit to unit. This structure is
planned, owned and managed usually by a single property, typieith onsite parking. Generally,
shopping centres are characterized by a GLA (gross leasing area) higher than 5,000 sgm and more

than 10Retailunits.

There are als®etailparks, that are different independent stores located in the same commercial

neighbourhood, with variable surfaces.

Then, he outlet villages ara group of shops which architecture is in line with the urban context.

They ardocated outside the town and have a GLA higher than 10.000 sgm.
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4.2 HISTORY GHETAIL

Thisparagraphdeals with the history oRetai| retracing its evolution over time until today.

Thestructureforeseea brief introduction, followed by a schematic classification of the main events

and innovations introduced in the stores.

In this way, the descriptio proposes to beeasy to read and understand, following a clear

chronological pattern.

4.2.1 HISTORICAL EVOLUTION OF PLACES FOR SHOPPING

From the time of selecting goods, from those laid out on a woven trading mat in the Greek agora,

to choo® with a click on &creen the evolution of shopping formats has been long and complex.
The different formats of shopping activity have progressed from the earliest civilisations in isolated
kingdoms to the interconnected world of today. This journey\ajlation has involved a continuous

process of change and will continue during the next years.

The evolutionary process, from the earliest civilisations up to the 20th century, is summarised in the

following timeline diagram.
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Period

BC

lst_sth Cc

13th-14% C

1317 C

16'-17t" C

Date

110

Retail space

The Greek

Agora

Roman Forums

Forum of Trajan, Italy

Medieval markets

halls and town halls

1215

Palazzo de Broletto,

Como, Italy

1240

Bruges Halles,

Belgium

1275

The Ring, Breslau,

Germany

1393

Thorn Town Hall,
Prussia

Eastern bazaars

Point of difference

-First trading in open spaces shared with

other facilities

-First shop in a building, in a defined space

-First covered shopping space

-First multi-level shopping-tiered

-The shops were part of a building

containing other uses

1461

The Quissariya,

Morocco, Africa

-First covered gridded network of streets

aligned both sides with boutiques

1585-1629

The Great Bazaar of
Istanbul, Turkey

London Exchanges

-First masonry building providing a covered

hall specifically for shops

1566-1568

The Royal Exchange,

London, England

-First purpose built sole use trading

building in England arranged around a 2

levels colonnaded courtyard

1606

The New Exchange,

London, England

-First enclosed hall with trading on two

floors

1676

The Exeter Change,

London, England

-First combination of shops and leisure

pastimes
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17th-18th C

19t C

City Streets

1695 Haarlem, Holland -First glazed shopfront
1736 Bishopsgate, England @ -First walk-in shops with internal counters
Galerie de Bois, Paris,
1788 -First London shops with glazed fronts
France
Passage du Claire,
1799 -First arcades in Paris
Paris
New Markets
Covent Garden
1830 Market, London, -First Arcade in London
England
Hungerford Market,
1833 -First all glazed arcade in Paris
London, England
Halles Centrales,
1853 . -The longest arcade
Paris, France
Next generation of
arcades
Galeries St Hubert,
1846 -The grandest arcade
Brussels, Belgium
1865 OolleriaiVittario -Largest number of publicly accessed levels
Emanuele, Milan, Italy
level A
1890 Gleveland decade; -The tallest arcade
Ohio, USA
Galleria Umberto |, -The largest and most complex series of
1891
Naples, Italy arcades
New Trade Halls,
1888-1893 -First network of glazed streets.

Moscow, Russia
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Western bazaars

Pantheron Bazaar,

1772-1834 -First variety goods store in London
London, England
A T Steward & Co.
1823 -First variety goods store in New York
New York, USA
Belle Jardiniere, Paris,
1824 -First fixed prices
France
Gallerie de Per, Paris,
1829 -First store in Paris built in cast iron
France
Bon Marche, Paris,
1852 -The first department store
France
Hauphwout & Co,
1857 -First cast-iron facade for a store
New York, USA
1858 Macy = liew Tork -First Macy’s department store opens
USA
Bloomingdale, New  -First Bloomingdale’s department store
1872
York, USA opens
Lewis’s Manchester, - 5
-First Lewis’s store opens
1877
England
Woolworth’s,
1879 -First store with passenger elevator in USA
Pennsylvania, USA
Marks & Spencer
1884 Bloomingdale’s, New -First escalator in a department store
York, USA
Harrod'’s, London,
1895 -First escalator installed in England
England
1566 Wertheim Store, -First extensive use of glass curtain walling
Berlin, Germany on a store in Europe
1698 Hermann Tietz Store, = -First use of a steel frame to construct a

Berlin, Germany

store
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The beginning of the

“modern” stores

L’innovation, Brussels,

1900-1901 .
Belgium
Harrods, London,
20" C 1901-1905
England
Whiteleys, London,
1098-1912
England
Selfridges, London,
1908

England

Stores extended to their present form

Tah6 Earliesttimes up to the early 20th century
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4.2.2RETAIIN THE MODERN ERA

Even if the historical evolution &etailwas, until the 1960s, a relatively gradual process, significant
changes took places. In these years customers became more independent with the born of self
service stores, then the music inside the stores was introduced. Basically, the shopping aativity s

to become more a leisure activity than before.
The period after the Second World War was characterized by a great change in the consumption,
with important abundance of choices and sizes. Stores and markets start to takepontant

dimension.

Fromthe 1960s period onwards, the pace of evolution quickened and the number of different types

of Retailenvironment significantly increased.

In the 2000s the touchscreen appears for the first time in a store and after this period, the greater

evolution ofthe eecommerce opened the way to unprecedent changes inRle¢ailworld.

The evolution oRetailtypes can clearly be seen in the followitadple.
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1900s

1910s

1920s

1930s

1940s

Amvdbam [ QAYY201 GA2y {02NB
A 1908 Selfridges, London. Selfridges redefiResil from anecessary errand
a form of entertainment.
A Department stores expand in major cities of USA and Europe

A Mechanical invention allows the physical size of stores to expand

>

tc

A New stores built with steel frames allowing larger stores and greater fleyib

A Escalator commonly installed in department stores, for the first time allowi

mass vertical movement

A 1919 sees the first atonditioned department store in the Abraham and

Strauss Store, New York
A Mechanical inventions continue to allave expansion of shopping

environments

A First unified planned shopping mall opens in 1922 at Country Club Plaza
City
A Shopping trolleys are introduced in Houston, Texas
A Individual company credit cards introduced
A Introduction of themusic inside the stores

A mvMbuns al OedQa bSg ,2N] 0S0O02YSa

A Department stores branch out to the suburbs in America
A Selfservice stores introduced, Los Angeles

A Fluorescent tube brings new lighting opportunities farger stores

A Contrasting approaches between Pastar Europe and America

A Both developing new shopping environments in response to growth

, K

A Both responding to circumstances generated by the expanding univers:

ownership of the motor car
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A America generally established the first collection of planned groups of shc
G¢CKS YIffteés LIFYYSR 2y INBSYTFASE |
1950s A Use of escalator worldwide
A America builds a new generation of covered malls
A First dumbbell plan mall established at Shoppers World, Framingham,
Massachusetts in 1951
A First universal credit card establishe® A y SN a / f dz
A Electrically driven cash registers come into use
A Norhtland Shopping Centre, Detroit opens in 1954
A The first enclosednall opens in 1956
A Introduction of airconditioning in the stores
1960s
A First WalMart big box valuRetailng opens in America in 1962
A Fibre optics allows new lighting possibilities
A Openair precincts continue
A The American mall reaches the bit it is adopted differently. In city centre
with more constraintg; part of mixeduse developments and integral car parl
restrict possibility of light from above
A The first English enclosed centre opens in in 1964 in Birmingham, UK
A The new enclosedentres in UK are dependent on artificial lights
A More economic versions of American centres adopted in the UK, strippec
quality finishes and with parking on top due to more constrained sites, adoy
convenience of integral service but bland architee
1970s
A Ol crisis brings temporary halt to commercial development
A Owner occupation development emerges, first with hypermarkets
A European first generation of covered enclosed centres in town centres:
artificially lit, dark finishes andtilitarian
A USA and Canada commence second generation of covered centres
A ATMs start to come into use

A The first enclosed twdevel town centre mall opens in 1972 in Nottingham, L
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A The first US town centre malls opens in 1972 in Houston, US
A American stores start to use bar code$974
A First optical scanner come into ugd 975
A The first French enclosed town centre opens in Lyon, France
A Cash registers allow credit checks, recording of transactions and inventc
control
A First UKsuburban mall to adopt US quality of interior finishes and plannin
principles, opens in London in 1976
A European stores start to increase in size
A The Eaton Centre, Toronto, Canada opens in 1979. Was one of the first tc
the levels to make two grouniiioors and achieve integration with undergrour
pedestrian network
1980s
A SpecialityRetailreaches UK with opening of Covent Garden in 1980
A Retailparks grow up in suburban locations around town peripheries
A Regional shopping centres in USA increase to larger formats, stretching
standardRetail2 F¥FSNJ ' YR Sadl 6f AaKAY3
A A newRetailformat emerges with the combination of major leisure and
recreational elements
A First regional shogpg and leisure centre opens in Europ&984
A 1985¢ Infomercial emerges: TV and shopping come together with the very
season of the home shopping network
A 1986¢ First concept store introduced by Ralph Lauren in New York
A First generation of UKut-of-towns opens, and others start to be planned
A ThemedRetailng introduced
Al ySg FT2NXI G SYSNHSa ¢A0K Retaifgaadi
fine dining in an external environment
A Railway stations begin to devel&etail
A Camerasurveillance systems introduced

A Stores in UK use natural daylight and brighten up
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1990s
A Retailentertainment centres emerge in America
A First outof-town reginal shopping centre opens in Ireland
A Generation of regional oubf-town centres open ithe UK
A Range oRetailformats exponentially expands
A Edge of towrRetailparks spread across the Europe
A AirportRetaih y3 aidGl 1Sa 2FF¢ Ay | SIGKN
A Factory outlet centres introduced selectively across Europe
A Departmentstores refocus on selected product areas to reinvent themselv
A Showpieces stores introduced for singular brands with musékendisplays
A European planning legislation tightens up, preventing further subufetail
and protecting the vitality of towns
A First of the new generation of town centre shopping centres completes in 1
in Rotterdam, Netherland
AtdzoftAO 2LIAYAZ2Y (Gdz2NYV A& (2 ¢ RéRiag |
A Suburban malls are reconsidered, traddlYy SR & aYIlI Ay &
A New urbanRetailformat emerges in both USA and Europe
A Experiences into stores increase, integrating leisure Retiilng
A 1994c¢ born of the online shopping
A 1995¢ ecommerce pioneers: Amazon is established
A 1997¢ Coca Cola introduces mobile payments in a limited number of vend
machines
A 1999¢ Online shopping is growing: Brick and mortar brands double their or
sales
2000s
A wSIFOGAYy3 (2 GKS FILAfdz2NBE 2F aidl yR
combining both covered and external space to establish aRetailformat
A Touchscreen made its first apparition ifRetailstore
A First Apple store 2001, Tysons Corner Centytall, Virginia, USA
A Return of the main street shopping marke2001

A Diffusion of monobrand stores
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A Facebook reaches 100.000 business p&g307, this allowed companies to

attract potential customers and tell about themselves, so, a new concafed

company page is planned
2010s
A Introduction of new technologies to heRetaikrs collect data: for example,
Apple introduces iBeacon technolog2013
A Omnichannel becomes an everydagtailterm
A Exponential growth of purchases wismartphones and tablet
A Social media become an increasingly important channel of advertising t
influence purchases
A Opening of Amazon Go: the first store without boxes

Tab.7Retailmilestones 20th and &t
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4.3 MASSMARKET AND FAEASHIONRETAIL

Below are the concepts of mass market and fashionRetail This is done because fésishion
represents the sector that will be the protagonisttbe practical work.Sq it is essential to have a
clear knowledge of the sector and its characteristibefore proceeding to consider it as a

framework for the project.

Within the fashion system it is possible to distinguish five different segmbatge couture very
prestigious garments, handmade and tailored produpt&t-a-porter, represented by the second
lines of the designers created by the process of democratization of haute couturéjfthsion,
related to mediumhigh level brands directed to a broad public; it follows br@ge,that includes
more accessible and functionadeations, acting as a link between the mass market and the second
lines of the designers and finally theass relating to the most economical clothing lines for a very

wide audience.

In the mass market group there are fast fashion companies that, songthe speed of the
processes with a short time to market and the creation of a distinctive brand, represent one of the

most interesting phenomena of the new fashion culture.

The fast fashion is a sector of the apparel industry that produces colleatispired by high fashion

but sold at low prices and renewed in a very short time.

This term is used by fashidtetaiers to express a design that move from catwalk quickly to capture
current fashion trends. Fast fashion clothing collections are basdigeomost recent fashion trends

presented at Fashion Week in both the spring and the autumn of every year.

The focus is on some aspects of the supply chain, which allow this method to design and
manufacture products quickly and inexpensively, so as toigeothe consumer with current
clothing at a low price. This production strategy at an affordable price is used by Retjikrs

such as Zara, Bershka, H&M, Peacockmark, Xcel Brands, Topshopgcett can be said that this
philosophy has spread si¢he mid2000s.
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The strategy developed from a proddadsed concept to a productieibased one, called "quick
response”born in the United States in the 1980s and transferred to a model based on the "fast
fashion" market between the end of the 1990s ahd beginning of the 2000s, Zara was the pioneer

of this fashion revolution and its brand became almost a synonym of the term.

The main goal of fast fashion is to quickly produce a product in an economically efficient way, to
respond to the evechangingastes of consumers and produce new trends almost in real time. This
efficiency is achieved through the understanding byRetaiers of the needs of the various targets

on the market, that is the desire to buy something that looks like high fashitimealower price

range in the clothing industry.

Sq regards the management of this method, first of all, the concept of "category management" was

used to align théretailbuyer and the producer in a more collaborative relationship.

Category management igefined as "strategic management of product categories through
commercial agreements, which aims to maximize sales and profits by meeting customer needs".
This collaboration occurs because the resources of many companies are pooled to develop
increasinglysophisticated and efficient production and distribution models to increase total market
profit. The fast fashion market uses this strategy in conjunction with production in foreign countries

to keep prices at a minimum.

Another key concept inthisfiella (G KS avdzi O1 wSalLlkRkyaS aSiK2Ré
manufacturing processes in the textile industry with the aim of removing time from the production

system.

This concept is born in the 19080s and is now used to support “fast fashion", cneetingroducts
and encouraging consumers to visit stores more often, in order to have an experience. The rapid

response also allows new technologies to increase production and efficiency.

The large Spanish chain Zara, owned by Inditex, has become the giofel of time reduction
between design and production of a product. This shortening of time allows Zara to produce over

30,000 units of product each year and to own nearly 1,600 stores in 58 countries.
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The new items are delivered twice a week to storeslucing the time between product sales and
refuelling As a result, time reduction increases the range of garments available to the consumer
and the availability of the product, significantly increasing the number of visits per customer per

year.

Marketing is the main driver of fast fashion, it creates the desire for new creations in a very short

time. This is achieved by promoting fashion as something fast angriced.

The continuous release of new products essentially makes clothing a highly peofitaioketing
tool that guides consumers, increases brand recognition and then translates into increased

purchases by consumers.

Fast fashion companies also enjoy higher profit margins as their price drop percentage is only 15%
compared to 30% of the conafition. The fast fashion business model is based on the reduction of
time cycles from production to consumption, so that consumers are involved in more cycles and in

any period.

For example, the traditional fashion seasons follow the annual cycle afghgsons (summer, fall,
winter and spring) while the fast fashion cycles are compressed in shorter periédseéks, and

in some cases even less. in this \Rataiers create multiple buying seasons in the same time frame.

There are two main market stiegies used by companies in this field: one involves an investment

in advertising, the other involves the absence of advertising but a large investment in the stores.

For example, while some companies invest in advertising, Primark works wituveatrtising.
Instead, Primark invests in the structure of the store, in the preparation and visual merchandising
to attract the consumer and create a pleasant shopping experience, with the consequent return of

the customers.

For the fast fashion companigthe diffusion of the brand identity is very important, and it is mainly
carried out by the points of salehe distribution and promotiorchain § an important phase in

creating the value of their products.
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The stores, through the definition of the Idaan, layout and atmosphere, aim to attracbnsumers

and represent the main promotional investment of the brand.

Since the distribution and sales phase of the products allow for obtain key information to identify
the preferences of the customer, the stois the privileged place to acquire market knowledge. So,
almost all the points of sale of Fast Fashion companies are directly managed and only a small part,

about 510%, is franchised.

In fact, to develop a good understanding of the commercial realitite various countries in which
the company competes and therefore to implement a reactive management in towards the market,
companies opt for a focus on the network of direct sales, consisting of widespread-inand

stores.
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4. 4CURRENT SITUATIONREH AIIAND NEXT CHANGES

4.4.1 PHYSICAL STORES: CURRENT SITUATION

It is possible to say that the situation of thRetail market is now facing an increase in
competitiveness, a high threat of competition and an eirmreasing level of requedty the final
consumer. To remedy this situation, companies should be good at understandinigréa¢s and
opportunities arising from these changes, so as to rethink how to attract, serve and retain

customers.

The emergence of new technologies, changes in customer behaviour and the current economic

situation represent three aspects closely linked to Betailworld.

Speaking of physical stores, it is well established thebramerce has completely revolutiontte
the traditional format. In fact, iallowsto cut distribution costs and have a greater assortment. In
addition, customers have many more choices, so they can spend their money on the best possible

option.

Since the ecommerce boom of the late 90s, mapgople have begun to predict the end of the
brick-and-mortar stores.However,these forecasts areesulted to bestrongly exaggerated, since
physical stores still resist and indeed, many onlixen companies are investing on the opening of
physical ®res. In any casetimust be recognized that customers are increasingly moving from
offline to ecommerce for conclude their purchases, and@uoysicalRetaier must pay attention to

these changes.

Talkingabout changes in purchasesmustbe consideed not only the use of the internet, but also

of other channels such as smartphones and tablets, which are now part of the daily life of
consumers. The diffusion of these devices has profoundly changed the habits of consumers and
their shopping behaviourspf example, a person, using their smartphone, is able to compare the

prices of a product directly in the store, deciding to buy the same online.

Customers, through the use of mobile devices are able not only to buy anytime and anywhere, but

also to gathemll thedesiredinformation.
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Retaiers are aware that new technologies are very far from completely erasing the physical store
they offer, instead the opportunity to improve the (i 2 diPBedicdce exponentially
This is the reason that pushes many hiamo digitalize their sales points, so to keep in line with the

times and changes in progress, facing the innovation as an opportunity and not as a threat.

4.42PHYSICAL STORE®: 5! . Q{ a!Lb ¢w9b5{

Following this, it is interesting to observe which are the main trends that describe the behaviour of
Retaiers in addressing these big changes, what is their relationship with technology and what is

expected for the future oRetail

The currenthistorical periodis characterized bgustomersowning bargaining powehigherthan
ever before and are very demanding in terms of authenticity, novelty, convenience and creativity.

In fact what is running is theo-calledcustomerdriven economy.

The majorRetailtrends of the last years are focused directly on understanding how to meet the
clients. This focuses on three main directions: The first is to change preferences, following the
tendency to own less and living in the economy driven by social mduasécond is the change in
Retailformats. The third is focused on new technologies, both in the store and outside. What was
once futuristic is now a competition field for variodetaiers. Retail innovators know that

technology is no longer a support ftitre shopping experience, but it is essential.

Technology alone, however, is not enough. Customers are looking for new products and surprising
experiencesRetaiers are increasingly focused and encouraged to offer their customers ways to
amaze them andtrengthen their loyalty. It is about being able to involve the customer to the
maximum, creating innovative experiences integrated perfectly with the technology.

Customers' preferences are increasingly moving towards intentional consumption, moving away
from rampant consumption. Customers today define themselves less for the number of things they

possess and more for the kind of experiences they have experienced.

Customers are looking for sharable experienceddfine their favouritebrands. Retaiers who can

offer these kinds of moments over time will probably grow a community of extremely loyal
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customers. In the past years was much easier to identiRetaier. In fact, he simply dealt with

buying and selling goods, both in the shop and online.

Today, due to several reasons, it is increasingly difficult to define wiRataikr is and what exactly
he does. In fact, market fragmentation in tRetailspaces is constantly growing. In the consolidated
markets this fragmentation is less evident, e level of blurring of the sectors is unprecedented.
Low entry barriers have led to the emergence of new typeRethiers and so the traditional ones

need to reinvent themselves.

The success or failure of a point of sale is also determined todalebgltility to satisfy the on
demand mentality of the modern client and so, to be faster and faster. Amazon and other on

demand delivery options have forever altered customer expectations.

In 2017, Amazon entered the list of top 10 gloBataiers for the first time, and its growth was
significantly driven by its prime service that attracts younger, higheome customerstHowever,
speed alone is not enough to compete. In fact, consumers have become accustomed to expecting a

high quality ondemand shoppig experience.

The latest trend is the arrival of exponential living. There has been much discussion about new
technologies and their potential effect dRetail such as artificial intelligence, robotics, sensors and
virtual reality.

These technologies are no longer considered futuristic, but the most inno\R¢itaeers are already

using them to improve interactions with customers and to change working methods.

It is therefore expected that the use of artificial intelligence, rob®tr selservice in the stores

will become ever greater.

4.43 THE FUTURE RETAIL

What is happeningiithese yearssthe opening of physical stores by many bamline companies.
For example Amazonis coming offline and opening stores, such Agaba, Warby Parker and

Bonobos.
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The reason why so many onldb®rn companies are opening physical stores is becdheg
recognize that it is not possible to fully realize itself as a brand without having a physical, even

emotional connection to the asumer.

In all this, the idea for consumer to just simply discover something in a serendipitous way, to just
KI oS | aK2LILAYy3d SELISNASYOS (KIFG YIFLéeoS (GKS& RAI
knew existed, to connect with someone who i€iéed and passionate about that product is always
greater. Consumers want to have more those experiences, not fewer of them, as they become more

and more technologically tethered.

On the other hand, it is necessary, in this moment of great change, tgnéxe that it is necessary

to question the purpose of a store.

In 2018itis necessaryi 2 f 221 oF O1 YR alée O(GKIFIGd GKSitsdG2NB
possible taecognize that in the last hundred years the purpose of the stbassremaned basically

the same.

In over a hundred years at leashe purpose of the store is fundamentally the same, and the way

G2 LIXIYy YR 0dAfR aG2N8a FyR ad201 YIyl3S G4KS
what the new purpose is.

What is happening in the market is not binary, is not true that-asmamerce grows physical

stores must dieAs ecommerce grows physical stores must change.

2 KI0Qa KILIWSyYyAyYy3 A amaddinaliik foryhd andji mellidn@entéringitie2 NA O

store.

It means that looking back and lookireg the way stores were built itially, the purpose of a store
was basically to stock a selection of products to show to consumers, to provide moduct
information and to fulfil transactions; but now every single one of these forms of media is a direct
path to doing that: It is possible to shop through any of these means, to see greater selections of
product, to get more product information and to transact much mbietionless so media is

becoming the store.
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The question at this point:isvhy are storesnecessaryf the media already perform this
Fdzy O A2y K 2 KIFGQa (KS Jusdinlapbdsite, irefact soreshate Récofrithg | &
media. Stores are the most powerful, manageable and measurable form of media that a brand or a

Retaier has as its disposal
It means thatit is necessaryo start thinking aboutRetailin a much different way with respect to
G0KS LI aded ¢KS LlzN1JI2&asS 2F | ad2NB Aa y2 f2y3aSN

of a store must be distributing experiences with those products and with the people in those spaces.

As proof ofall this, and of the fact that the change in the conceptR#tailis underway, some

opinions of leading figures in the sector are shown below.
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GLT ©6SQNB NIB ( Rdal weyhist trydobezifferedkitorm all@he dther competitors
YR G2 RSASNIBS (KS @QAaAld 2F 2dzNJ O2yadzYSNER® L
to bring them in ouRetailspace and to give them the possibility to enjoy their shoppimg biggest

mistake is to think only about commercial approach. Instead, today is necessary something more,
mixing several components, as clothing and technology. The era of cld¥siaddrs is at the end,

we cannot follow the ideas of the past becaulse hew physical stores have to be totally different.

/| 2a0dzYSNA R2y Qi gl yid (G2 F2tt26 (GKS Nz S& FTNRY
¢KS NBIf ljdzSadAz2y Aa Kz2g (2 adzalli e GK2asS @&2dzy

Armand Hadida Founder of L'Eclaireur, Paris. One of the pioneers oRigilconcept.

G2 KSYy L (0KAY ] Re@i ok attbét & thifgdzéndahds, craafivity, authenticity and
RAAO20OSNEI YR L R2y Q0 K ¥prgssions kréug§ustin Mevigezlane, NB
but they require a degree of thoughtfulness and intuition. So, the store of today is not just about
aSttAy3d GKAy3a odzi Aa K2g ¢SQONB Sy3ar3IAy3 gAGK
experience forcasdzY SNE X +FyR | fa2 FT2NJ daAad a

Kim Bui Kollar Director of fashion and special projects at Lane Crawf@edaier and distributor

leader in China.

d think physicaRetailA 4 Yy Qi RSI RX LIKe&aAOlf IyR 2ytAyS ¢2NI
and the multiplicity of interactions between offline and online that customers will have will just
increase. In the paftetaiers could survive on product alone, that vea®ugh to attract customers,

odzi Y2@Ay3 F2NBINRX GKAAa NHzA S gAff 6S y2 Y2N
O2YLISGAY3I FAFAYyad GKS 1YIFIT2ya 27 Th&grebsurg @NI R
Retaikrs so is that much greatercomgd R (G2 GKS LI aded LGQA NBIffe
business to a service driven experience and business, in terms ydhogally connectourself with

GKS Odzad2YSNA®DE

aih OKI St - OEDMWNEsHPT Australia.
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Chapter 5

RETAIDIGITALIZATION

This chapter deals with the theme dRétailDigitalizatiori, a new storeconceptinspired by a new

prototype comes fronthe SpanistHoldinginditex.

Initially, the prototype Zara store presented by Inditex Group in London is described, as a starting

point for the development ofhe (i K S grdje&t.Q

The ideaof storeat thecentre2 T (1 KS (i K henexploredgddddbing all the details that
make up this new strategy anexplainingall the benefits resulting from the digitalization of the

points of sale.

Then,the strategies that companies can apply once adopted this new typet#ilare exposed.

5.1ZARA LONDON: TEONCEPT STORE

Thisparagrappd SIA Yy a gAGK (GKS RS&ONR LI Adesgribeetie infokafive g 2 NJ|
Zara store recently opened in London, which represented the starting point for the development of
this project.

The future of shopping according to Zara is a perigegration between store and online, what in
oy3ftAakK Aa OFffSR aoNAROla&a FYyR Oft AOla¢ o

The Spanish brand has just opened in London the first store in the world created specifically for

online purchases. The pajp store is in a very visible position, on areer on the first floor of the

Westfield Stratford shopping centre and claims to be a "temporary concept store".

Within 200sgm of minimalist space that houses a small but carefully selected selection of the

current collection for both women and men.
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Fig2 Zaraconceptstore, London

L

There are no dressing rooms to try on clothes and there are no cash desk: in the neechigkore
customers can look and touch clothes but do not try them or buy them and take them home, while

payments are made via mobiénd Bluetooth.

All purchases must be made online: who has already placed the order and payment on computer,
tablet or mobile can go to the store to pick it up without paying shipping costs. Those who decide
to buy a garment in the store can order it froifmettablet of the assistants and collect it a few hours
later. Behind the scenes, in fact, a robot moves quickly in the warehouse and is able to handle 2,400

simultaneous deliveries.

In the shop there are many large mirrors, which are not only used foeatgsh but are also
interactive screens. The piece of clothing placed in front of the mirror is immediately recognized by
the scanner that uses a radio frequency identification technology (RFID) and on the screen jumps
out the image of the catalogue in tteze chosen by the customer. The Zara app then advises how

to complete thelook,and which are the best accessories to match the dress.
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Fig.3 Zaraonceptstore, London

This new concept store represents an important step towards the Inditex strategyaims, as

stated by president and CEO Pablo Isla, to integrate more and more stores with the online world.

The new store is temporary, but the idea is permanent. Theygoptore will remain open until the
opening, again at Westfield Stratford, of thew Zara megastore, doubled to 4,500 square meters

on two floors, which will be the first in the world to have four sections.

In addition to women's, men's and children's fashion, there will in fact be a section dedicated to

"click and collect”, the coll¢ion in record time of orders made online.

The new technologies will also be used to make the shop more spectacular, which will not have
windows and will use the windows as sensors equipped screens: as people approach, the windows

will become giant screenmojecting images from the latest Zara collection.
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5.2STORE DIGITALIZATION

Starting from the study of this new type of store experimented temporarily by Zara, the key points
were taken and transferred into the developmenttbe Retail Digitalizationn order to create a

new format of storefi KI &4 g Af f 029", adorfceptSriade @omstdéringtie technological
development and the changing consumer habits. A new way of understaftagithat can be
applied to today's stores from those that wattt introduce innovation anéénhgagemenin their

distribution network.

The new format consists of taking advantage of the latest generation technologies to reduce the

area of the store, in order to save on the monthly cost of the rent.

In practice,the Retail Digitalizatioraims to eliminate the store space for tls¢ock areaand the
fitting rooms. It represents a considerable surface, hence an important reduction of the space

necessary for th&etaier to set up his shop.

SALES CASH STAFF | TECHNICAL | STOCK FITTING
AREA DESK AREA AREA AREA ROOMS

e VY | Y Y
e |V V]

AVERAGE
% 60-70% 3-6% 1-3% 1-3% 15-85% | 5-10%
OCCUPIED

Tab.8Differences from standard stores aRetail2.0- Created from analysis

Unlike Retailstandards, this new type does not display all, or a large part, of the products of the
various collections of the brands but only a selection, which coincides withshedllection made,

which is periodically replaced with the latest release.

Clients can thus see and touch products present in stores, so to appreciate their characteristics and

quality.
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The orderis made at the cash desk, it will be possible to pay kbothash and with the cards and

purchases will be shipped directly home, or to a collection point based on customer preferences.

The cash desks will be maintainedorderto have staff whavorkingin a very dynamic wayiding

customers, in order to clearly illustrate the new purchasing methodology.

Given that the Italian tendency to pay cashrisajer than in other countriegnitially it is better to
keep the double payment option, so as to facilitate the adoptiothefinnovation. This is another

reason why the cash desks have been kept.

Insteadof the traditional mirrors, interactive screens will be presgargvided withRFID technology

and webcamsThrough these devicedients choose thgoodsthey want to buy, even if they are

not physically present in the stores. This is the expedient that allows the substantial reduction of
the necessary space. The clothes selected from the database are worn virtually by the person's
silhouette through an aatar generated and shown on these screens. The dimensions of ther ava
correspond completely to thadf the customer, so as to see hdhe clothes fitin a real way, and

to be able to choose carefully, being safgout what they are going to buy.

The ineractive screens also recommend possible combinations of the selected items, so as to

exploit this sales strategy to increase profits, selling a greater volume of items.

In this way it will be possible to have a precise idea of the item of clothing witkearing it, as
well as having specific information on the size. In short, it will be possible to "dress" without

dressing.

This type obtoreis therefore much slenderer in size, drastically reducing the space required to set

up the store.

Therefore, the purpose of this digitization is to reduce the monthly rent and thus increase the
profitability per square meter of the store. Specifically, use less space to generate revenue equal to

that generated by atandardstore.
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Chapter6

CASE STUDY

In this last chapters finally put into practice what has been described up to now, ea and
concrete context, sao understandthe potentialities and verifythe feasibility of the Retail

Digitalization.

For this processthe essential starting point has been the interview realized to a Real Estate

Manager of the Inditex Grouphat is the holding on which the subsequent work has been realized

Havinga direct opinion of a professional in the sectioas allowed to undersindif the project faces
concrete needs and if it is coherent with current market dynanhesing in this way a wetlefined

framework of the environment.

Then, basing on the outcomes emerged from the interview, combined with all the previously

theoretical studies and market analysis carried out, the work has been shaped.

The thess is in fact aimed at, starting from the real problems encountered during the research, to
propose an innovative solution that catlow to generatesavngson rental costs,improving the

current conditiongenerating interesaind layng the foundations forpossiblefuture devebpments.

More specifically, whathe work is goindo do is to take into consideratiothe Holdingcompany
properly chosenthe Inditex,and, considering itsurrent presence on the territory, to analyse how
the latest generation technologies impact on the rental expenditimighlighting how the current

space actually used can be drastically reduced lowering rental budgets.

The referencanarket is that of the citgentre of Milan, an area in which thidoldinghas 8 stores
between Via Torino and Corso Vittorio Emanuel8tarting from the current situationt has been
hypothesizel a Retail Digitalizatiomf some of these storeshowingthe potential of this strategy
in a concrete way through quantitative namcal data
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6.1 POSTNTERVIEVKNALYSIS

Having a direct response from the market is essential to understand the dynamics and set proposals

on real and concrete needs.

For this reasomn interview with a Real Estate Manager at Inditex has been carrietl out.

Through 1Zarefully chosemuestions, previous studies have been confirmed and problems have

emerged; they have guided the drafting of the work realized.

The interviewhasstarted considering a generalpic outside the specific comparitgelf, concerning

the price of the rents in the city of Milan. The manager's response confirmed the fact that the city
center is currently saturated, which leads to verwfavailable spaces, leading to an inevitable rise

in prices as well as competitiveness among companies, which must be willing to pay motteethan
others for obtain the allocation of commercial spaces.

It also emerged that, in general, for companies, gosing in central locations is essential in order

to guarantee high turnover. This drives companies to be willing to pay continuously higlt€ras
marginal positions would result in large decreases in the revenue generated, as well as the

devaluation @ the image of the brand itself.

It has also been confirmed that rents represent one of the highest expenses for a brand, whose
further increase led the Inditex holding company to opt for an internal reorganization in order to
optimize the steps of its supply chain so as to reduce costs and get the necessary budgets for rent
payments in strategic areas. These high prices also weighed on the policy of territorial expansion of

the holding company, which has repeatedly been suiieslowdowns.

From the interview, it emerged later that for the stores of the company the biggest complication is
the management of thetock areabecause, being a brand operating in the fast fashion sector, the

stores sell a large number of productseey day which requires a lot of spa@®nstantly supplied.

With the desire to reduce the size of tls¢ock areathus saving on the expenses for the rent, the

holding has recently applied as a strategy to reducertiethrough ahigher deliveryfrequency,

3 Appendix3
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which allow to reduce the amount of products stored within the individual stores. Thigeho
however, involves problemsuch as the fact that delays in deliveries could generate statk
situations, moreover the total number of deliveries repretea high cost and in addition requires

personnel to manage the continuous incoming goods.

The questions then moved to the technological field. The interviewed manager explained how in a
field as competitive and saturated as that of fashion, a good sfsate emerge may be tcombine

the sale of products to real experiences that enrich in some way the purchase. The use of
technological innovations, acating to the Inditex manager, coulgenerate a higér interest
stimulating the customers to purchase pegially the younger onthat are faster to accept changes.
That of developing and implementing new technologies to be included in their stores has always
proved to be a winning choice for Inditex, which has helped the holding company to gain an
advantageover its competitors, an example is the recent adoption of interactive IPad in some stores

of Zara, Bershka and Pull&Bear, which were much appreciated especially by new generations.

The hardest element to be predictecemains howeverthe reaction of consmers to the
implementation of innovations. This was in fact one of the decisive questions that have been
proposed, whose answer, summarized, explains hownegessary to proceed step by step, choose
the right clientele willing to accept the changes and exploit everything trying to arouse the highest
possibleinterest.

However, hese transformations seem to be inevitaplbe future of Retail is described bja
manager as full of upheavals, for this reason it is necessary to plan strategies immediately to be the

pioneers of what will be the environment of the future.

It follows that ultimately, the Inditex manager was particularly interested in the work diésc

below, settingan excellentstarting point
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6.2 THEHOLDINGND ITS CHOICE
Inditex is a Spanish multinational company dedicated to clothing and fashion based in Arteixo,
Galicia. Founded by Amancio Ortega, former president of the company and tme rathest men

in the world and his wife, Rosalia Mera, has been listed on the Madrid Stock Exchange since 2001.

Currently the company is a giant that employs over 160,000 employees and that in 2017 has a
GdzNY2OSN) 2F € HpPo BAifoA2y X gAGK | ySi LINRTFTAD

The Inditex group manages over 7200 stores in 93 markets and is present on the Italian one with
2O0SNJ ocn aidi2NBa FYyR F (dzNYy2@SNI 2F | NRPdzyR € M®

There are 9 brands that compose thi®lding of which the most important, as well @sesent in

the Italian market, are:

@tradivarius Bershka
INDITEX Mowimo Dot ZARA
OYSHO PULL&BEAR

Fig4 Inditex- Most important brands Created from analysis

The decision to implement the strategy proposed on the Indideldingcompany is due to several

reasons.

First the decisiorto consider aHoldingcompany and not a single brand because, unlike the latter,
aHoldingcompany has a more massive presence on the territory as it is made up of a multitude of
brands. This therefore grants the possibility of having a broader field of action and develapi@g m

considerable and complex strategies.

Specifically, thisloldingcompany has a very important business volume in the city of Milan, an area
in which an indepth study of real estate dynamitsd been developedinding a cost of rents for

commercial aavities that is increasingly higher and therefore aggravating for companies.
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Subsequently, thidHolding companyhas been chosemecause it is characterized by a strong
innovative spirit and a willingness to be the pioneers on the market from the pointeof of

technological innovation.

This was in fact the first reality to introduce visionary concepts such as the prototype of thiedirst
digitalized store describedbove, this means that, believing in this idea, it has already laid the

foundations forpossible future scenarios.

Thischoiceis arrivedafter analysing the main subjects operating in the sector, with the intent of

choosing theHoldingcompany that best represents our concept.

From this market analysis the following report emerged:

JAB HOLDING R l(,
: e @AM 3
L 12 fops. esme V1) . 0
s< >V
S =
I RICHEMONT] = bvirer | EQUIPMENT INDITEX] T
¢ PRADA Group FAST FASHION Z

LUXURY PRODUCTS

Graph.11Market analysis of sever&lolding - Created from analysis

The distinction between "classic" and "innovative" depends mainly on the sales and marketing
methods of its products, rather than the type of products themselves. For example, in some shops
of Pull and Bear, Zara and Bershka, brands of the inHitdoting IPad and interactive screens were

inserted in which you can view the entire store database, so to choose the garments of interest and
ask the clerks where they are arranged inside the store, without wasting time in their random search

among the shelves.

Other factors determining the propensity towards an innovative character are the use of high
volume music in stores combined with effects of light and various experiences, up to the culmination

of the idea ofthe new digitalizedRetailintroduced by Zara.

TheHoldingcompanies were divided as follows in three maclassification that have emerged:

"luxury products”, "technical equipment" and "fast fashion".
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Among the three, the fast fashion sector is the one that best adapts to this strategy as it presents a
younger clientele and therefore more inclined to change. From this it follows that time to innovation
Is restricted, unlike otheHolding in which the rore advanced average age would require more

dilated adaptation times, with all the relative disadvantages of the case.

6.3 THEHOLDIN@WESCRIPTION

TheHoldingcompany is described below, using the theoretical concepts explained in chapter 4, in

order to analyse it in a clear and exhaustive manner.

First of all, in order to understand the strategic choices and the setting aftihéingcompany, it
is necessary to define its reference market. In the case of Inditex, the market is that of fast fashion,

whichprovides a series of characteristics of tHeldingitself and strategies to be followed.
Taking up again the previously realized schemes#tgngis now described

U Accessibility It refers to the quantity of shops and their diffusion. Being fast fashion a mass
market if foresee a capillary diffusion over the territory, with a high presence and improved
accessibility. In fact, the number of stores owned byHwddingjust in Italy amounts to361.

The purpose here is to reach as much people as possible, without any sort of distinction and

exclusivity among customers;

0 Type: Some brands have a further subdivision within them, it means that, the lines are
divided according tdheir prestige, so as to reach different clientele targets and not focus
only on a part of it. In fact, generally, the big fashion houses that are renowned for the quality
and high cost of their products, create within them dires of lower quality, with are
however cheaper, in order to reach even consumers who are willing to spend less than
others. This choice involves the creation different stores concepts in which the ones that sell
high-end products (haute couture and prétporter) are more refinedwith higher quality
details offering a higher service, while the stores of lower lines are less ostentatious and of
a level of quality inferior.

However, the stores of the brands owned by tHeldinginditex, working in the fast fashion

market, do not povide for an internal division of the brand itself, which means that all the
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stores are organized in the same way as they do not have to differentiate themselsel to
different quality products

The characteristics of the stores are therefore the same for each store of the same brand of
the Holding so that among them the customer can find a continuity wherever the store is
located.

These stores, in generally, look for the charm of yaplpointedshowcases, on modern and
sober furnishings and the spaces available must be large to accommodate the various
sectors, men, women, kids.

¢CKS ad2NBaQ (e LdBversonelikludiSghionabrand dtores, fahsyiifRstores

and concept stores.

Owneship: The Holdingfirst used the franchising method to enter Cyprus in 1996 and, at
the end of 2001, he had 31 franchised stores in 12 countries. It tends to use the franchising
formula in small countries, risky in terms of business success, or subject to significara cultu
differences or administrative obstacles; here are some examples: Andorra, Iceland, Poland
and Middle Eastern countries. The affiliation contract lasts for five years and affiliates are
generally financially solid investors who operate in complemensagctors and are usually
given national exclusivity.

In Italy, most of the stores are owned by the sardwdingwhich hardly grants the franchised

brands to new affiliates in the area.

Market: The Holdingis facing a continuous worldwide expansion, in general the brands
nowadays have the necessity and also the possibilities, like never before, to be present all
2PSN) GKS $2NIRI FyR KI (Ot itSwrs Dare than 20601 § L
storesworldwide.

Currently, theHoldingis operatingprimarily in Europe, in where the highest concentration

of stores is in Spain, however, also in the other European countries the presence is very high,
owning stores in moreéhan 50 nations. IAsia,the Holdng owns stores in more than 26
countries, representing the second biggest market area, followed by the Americas in where

it ownsstores in around 20 countries. Then, In Africa there are stores in 6 countries, while

in Oceania just in 2, with the highegircentration in Australia.
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The majority of the stores are owned by Zara (2251), followed by Bershka (1098) and
Stradivarius (1017), then Pull&Bear (979), Massimo Dutti (780) and finally Oysho (670).
Where these brands are not yet arrived with the physgtate, they are trying to arrive at

least with online sales, a sign of willingness to expand as much as possible.

Location:The Holding to open its stores, relates on the concept of reaching as many people
as possible, being a brand for the masddaving also a high economic availability, the
privileged locations are the centres of medium and large cities, however, a good part of the
incomes come from the stores located in large malls, positioned in suburban areas but
frequented by a large number pkeople.

As shown below, the urban areas chosen for the opening of the stores are principally main
streets, in which the stores occupy the largest dimensions, however, to increase the capillary
presence, once established the presence in primary streetsestare &0 opened in

secondary streetseven if smaller.
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6.4 INDITEX: CURRENT PRESENCE ON THE TERRITORY

The Holding company, with its six brands taken into consideration, currently éight stores,
located between Via Torino and Corso Vittorio Emanuele I, two roads that are widely trafficked and

considered one of the most important sales clusters of the City of Milan.
These eight stores represent the working basis for the implementatidheoproposed strategy.

Currently, the disposition on the territory of Inditex is the following:

ZARA Bershka
@tradivarius OYSHO PULL&BEAR

PULL&BEAR Meusimo Dutti ZARA

Fig5 Inditex presence in the centre of MilaGreated from analysis
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The area taken into consideration is therefore the central area of Milan, whereHblling
company, in order to maximize its profits, decided to set up its storeg.igpossible teseefrom
the map, Zara and PulBear have two stores, while Oysho, Bershka, Massimo Dutti and Stradivarius

oneeach

Based on this current approachtherefore defined which of these stores were the most suitable

to bedigitalized andconverted intoRetail2.0.

Therefore, the esult is a selection of storeghich, through their conversiomgeneratea saving due
to the reductionof the necessary salepace. Tis leads t@n increase inrevenueger square meter

which means thatin orderto obtain the sameevenue a smaller amoundf space will be required.
The chosen stores that are going to be converted are:

1. Zara, via Torino 2

2. Bershka, Cors¥ittorio Emanuele Il 22

3. Stradivarius, via Torino 44

4.0ysho, via Torino 3

5. Pull&Bear, Corso Morio Emanuele Il 28
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6.5FOCUS ON THE STORES AND THEIR COMPOSITION
Analysing the stores chosen on the basiscomsiderations on the balanced distribution on the
territory, an analysifias been carried oudnd it has emerged that on average tpartition of the

spaces between the different functions inside the stores is as follows:

26%

TECH/STAFF AREA [2%]

CASH DESK [4%]
SALES AREA [68%]
STOCK AREA [19%]

FITTING ROOM [7%]

Graph.12Average distributiof spaces Created from analysis

From the pie chart, it can be seen that most of the space is destined for the sales area, however,
the sum of the stock area and the fitting rooms is 26%, which represents a very high percentage,

especially considering ¢hhigh prices of the rents of Milan and that these entire areas can be

eliminated from the stores through technological expedients.
This immediately gives us an idea of how much money can be saved by converting the stores.

In the next pages the 5 storese analysedaken individuallysubdividingthe areas that compose

them.
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6.5.1ZARA, VIA TORINO 2
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Fig6 Zara, Via Torino 2Created from survey
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Description and composition of the store

Location Via Torino 2, Milano

Total dimension 2470,40 sgm
Numberof floors: 3

Intended use of each floor

- Basement = sales space for man

- Ground floor = sales space for woman
- First floor = sales space for child

Composition

" TECH / STAFF AREA [2%]
CASH DESK [4%]

| SALES AREA [68%]

[ 'STOCK AREA AREA [20%]

[ FITTING ROOM [6%)]

Graph.13zara, Via Torino 2 Spaces distributionCreated from analysis
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6.5.2BERSHKA, CORSO VITTORIO EMANUELE Il 22
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Fig7 Bershka, Corso Vittorio Emanuele I Zxeated from survey
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Description and composition of the store

Location Corso Vittorio Emanuele Il 22, Milano
Total dimension 3565,70 sgm

Number of floors 2

Intendeduse of each floor

- Ground floor = sales space for woman and child
- First floor = sales space for man and child

Composition

| TECH !/ STAFF AREA [3%]
CASH DESK [5%)]

' SALES AREA [72%]

[1ISTOCK AREA AREA [14%]

[ FITTING ROOM [6%]

Graph.14Bershka, Corso Vittorio Emanuele licZpaces distributionCreated from analysis
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Description and composition of the store

Location Via Torino 44, Milano

Total dimension 587,40 sgm

Number of floors 3

Intended use of each floor

- Basement = sales space for man and child

- Ground floor = sales space for woman and child
- First floor = stock area only

Composition

| TECH / STAFF AREA [1%]
CASH DESK [2%]
'SALES AREA [54%)]
['STOCK AREA AREA [37%]

WIFITTING ROOM [6%]

Graph.15Stradivarius, Via Torino 44Spaces distributionCreated from analysis
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6.5.4 OYSHO, VIA TORINO 3
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Description and composition of the store

Location Via Torino 3, Milano

Total dimension 271,05 sgm

Number of floors 3

Intended use of each floor

- Ground floor = sales space for woman
- First floor = salespace for woman

- Second floor = stock area only

Composition

| TECH / STAFF AREA [5%]
CASH DESK [2%]

 SALES AREA [52%]

[TISTOCK AREA AREA [36%]

I FITTING ROOM [5%)]

Graph.160ysho, Via Torino @Spaces distributionCreated from analysis
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6.5.5 PULL&BEAR, CORSO VITTORIO EMANUELE II 28
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Description and composition of the store

Location Corso Vittorio Emanuele Il 28, Milano
Total dimension 782,60 sgm

Number of floors 3

Intended use of each floor

- Basement = sales space for man

- Ground floor = sales space for womeamd child
- First floor = fitting rooms only

Composition

" TECH / STAFF AREA [2%)]

CASH DESK [1%)]

. SALES AREA [70%)]
[ISTOCK AREA AREA [15%]

[FITTING ROOM [12%]

Graph.17Pull and Bear, Corso Vittorio Emanuele I 3paces distributionCreated from analysis
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6.6 SCENARIO 0 AND SCENARIO 1

In this chapter a comparisohas been madebetween two scenarios; the scenario O which
represents the current composition of the stores and the scenario 1, which instead represents the

composition of the same stores once tRetail Digitalizatiotnas been carried out.

Hrst of all before focusing on the savings generated by the reduction of commercial spaces in terms
of rent, it is necessaryo analyse the other costs and benefits deriving from the convergionust

be consideed that the Retail Digitalizatiomequiressome initial expenses such as: planning the
conversion project for each store, buying and installing interactive panels and training to prepare

the staff for the new commercial approach.

On the other hand, in addition to decreased rental costs, further notablengsderive from the
reduction in the number of employees, as functions like that of arranging and organizing the
garments inside the store are eliminated, afitdm the interruption of the continuous deliveries
which, as reported by the Inditex manager, &ecoming more and more frequedte to the desire

of redudngthe size necessary to store the products in #teck area

This entails an initial expense for the implementation of the conversion, which is considered to be
recovered over time through theavings generated for the reasons mentioned above, defining a
payback periodhorter or longerin relation to the type of intervention and the characteristics of

each single case.

The most impacting aspect, however, is undoubtedly that of the reductioerdal costs, even in
this case depends on the effective reduction in squasgersthat can be put into practice and from

the rent pricesin the consideredarea.

It follows that, considering to cover the initial costs with the savings generated iirshéfo cases
mentioned above, the saving on rents is considered as a separate entity and is precisely the one on

which the thesis is now focused.
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In the two different scenarigghe stores are divided into #hareas that compose them, then are
indicated the total size of each. This quantity is subsequently multiplied by the cost of rent per

square meter for the area in which they arise.

¢tKS O2aild 2F (GKS NByld A& nydp € LISNJ aljdza NB YSi
as they arise ithe same area. The rental cost has been previously obtained through researches and
calculationgn chapter 3Housing Market in Milan).

What is obtained from this process is the monthly cost of each store's rent.

In scenario 0, on average, the cost of e 26% higher than in scenario 1. This depends on the
fact that the square meters in the second case are smaller, as the space reserved for stock and the

one reserved for fitting rooms is eliminated.

COMPOSITION RENT EXPENSE
FITTING
SALES | CASH DESK STOCK | TECH/STAFF|TOTAL AREA 48,5
STORE ROOM
AREA(SQM) |  (SQM) (sQM) AREA (SQM)|AREA (SQM)|  (SQM)  |€/SQM/MONTH
Cag 1671,90 109,00 139,90 509,50 40,10 2470,40 119.814,40 €
TORINO 2
BERSHKA, CORSO
& VITTORIO 2550,00 187,10 227,60 496,50 104,50 3565,70 172.936,45 €
‘391,4 EMANUELE Il 22
"”o
2| STRADINARIOUS, 318,20 10,15 32,75 218,25 8,05 587,40 28.488,90 €
VIA TORINO 44 ’ ’ ’ ’ ’ ’ Y
OYMHO, VA 142,00 6,60 14,10 95,20 13,15 271,05 13.145,93 €
TORINO 3 4 ! ! ! : d i
PULL AND BEAR,
CORSO VITTORIO 551,20 11,30 105,90 97,39 16,81 782,60 37.956,10 €
EMANUELE Il 28

Tab9 Scenario O Created from analysis
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COMPOSITION RENT EXPENSE
FITTING
SALES | CASH DESK STOCK  |TECH/STAFF|TOTALAREA| 485
STORE ROOM
AREA(SQM) |  (saMm) (sqv) | AREA (SQM)|AREA (M) (sQM)  |€/5QM/MONTH
il 1671,90 | 109,00 0,00 0,00 400 | 1821,00 | 88.318,50€
TORINO 2
BERSHKA, CORSO
VITTORIO 2550,00 | 187,10 0,00 0,00 104,50 | 2841,60 | 137.817,60€
J‘Qo EMANUELE Il 22
1,
%,
©
R STRADIVABIOMS, | 318,20 10,15 0,00 0,00 8,05 336,40 | 16.31540€
VIA TORINO 44 ’ ! ! * ! . e
I10, VA 142,00 6,60 0,00 0,00 13,15 161,75 7.844,88 €
TORINO 3 ’ ’ ’ ’ ’ ’ o
PULL AND BEAR,
CORSO VITTORIO | 551,20 11,30 0,00 0,00 16,81 579,31 | 28.096,54€
EMANUELE |1 28

Tab.10Scenario * Created from analysis

The sum of the savings of the five stores becomes a very high amount, which is a source of savings

that is not negligible.

Specifically, the total of this value is shown in the following table:

RENT EXPENSE (€/MONTH)
TOTAL AREA (SQM) 48,5 €/SQM/MONTH
SCENARIO 0 7677,15 372.341,78 €
SCENARIO 1 5740,06 278.392,91 €
| SAVING per month | 93.948,87 €

Tab.11Saving per month Created from analysis
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6.7 SAVING IN REMMNDIMPROVEIREVENUE PER SQUARE METER

The application of Retail Digitalizationconverting standardRetais into Retais 2.0 allows to
increase thed (i 2 N¥eaAuBsper square meter; irthis specific cas¢his mearsthe ability to use a
smaller amount of space to generate a turnover equal to that generated by the Istgeswith

the current setting.

In order to quantify the actuahcrease irrevenuesper square meterA G Q& y S Q&derdve NB ¥

the value of currentevenuesper square meter.

Not having these values availalilee processtarted by looking at the total revenggmade in Italy
in 2017, for each individual brand. Subsequently, these vdiagsbeen dividedoy the number of
Italianstores owned by each individual brand so as to obtain an average value of each revenue per

store.

Being that the stores taken into consideration, located in Via Torino and Corso Vittorio Emanuele II,
are part of the main High Street for shopping in the @f Milan, which is also the most popular
Italian city for shopping, an increase of 10% on the value previously teamtieen consideredo

as to get closer to the real revenue generated by these stores.

mm |, PRIMARY SECONDARY
Y HIGH-STREET HIGH-STREET
i / o
A = Sy
A B -
A -
\
\
\
\
\
A
\
\
\
\
\ Vla Paolo Sarpl
\\ Corso Gaslbald! Plazza
\ Repubblica
Corso
» Buenos Alres
\
» Beema
\ Va Manzow Vs della Spiga
\ MonTe
\ am Conso Venezl
=,
Via Davre
Cox:g va Vioslo Evanuele
Vencelll OMO
[ﬂﬁ: Corso dl Corso
Porma Vimogla XX marzo
iz Torho

Figll Main Streets of Milan



Following thesesteps it thus succeedethe generation othe following table:

Number of L
Revenue 2017 . Average revenue Revenue in Milan
BRAND stores in Increase (%)
(Italy) italy per store 2017 per store

ZARA 896.355.943,00 € 104 8.618.807,14 € 10% 9.480.687,86 €
BERSHKA 161.196.925,00 € 66 2.442.377,65 € 10% 2.686.615,42 €
STRADIVARIOUS | 127.952.653,00 € 81 1.579.662,38 € 10% 1.737.628,62 €

OYSHO 38.341.823,00 € 44 871.405,07 € 10% 958.545,58 €
PULL AND BEAR | 111.263.597,00 € 57 1.951.992,93 € 10% 2.147.192,22 €
MASSIMO DUTTI | 32.610.387,00 € 9 3.623.376,33 € 10% 3.985.713,97 €

Tab.12Stores RevenueLreated from analysis

At this pointis finally possible tealculate theincrease in revenuper square meter of each single
store taken into considerationAlsq in this case the two possible scenarioave been reported
scenario 0 represents the current situation, that in which the revenue of each individual store is
divided by the current square footage, while scenario 1 represents the situation in which the same

revenue is divided by the square footage after the conversion of the stanesidered.
Here it is necessatp make a further considerationt concerns the amount of revenue.

This entity is kept unchanged, both before and after the conversion, since the adoption of an
innovation, which in this case coincides with the conversion of the stores, need for a more or less
long time for its acceptance, consequently this wonldanthat the customers of these brands,
despite younggeand thaefore shorter "time to imovation”, for the first period are more reluctant

to purchase, resulting in a reduction in revenue, at least initially.

However,is necessanalsoto consider the fact tht this inrovation has, as an advantage, the
possibility tocreate a strong focus on itself in case it is promoted in the most appropriate way,
through social media and any other type of communication used by companies. This would generate
a curiosity in onsumers who, pushed by that, would still continue to buy even if not totally adapted

to the new idea, moreover, new consumers could approach the brand due to an onset of curiosity.

For these reasons the potential scenario that could be generagsdbeenconsidered tobalance

itself, keeping revenues almost unchanged.



Based on these assumptions, the following tables show the revenue valuegumsme meter of

the consideredstores.

STORE TOTAL AREA (SQM) REVENUE (2017) REVENUE per SQM
ZARA, VIATORINO 2 2470,40 9.480.687,86 € 3.837,71€
J‘Q% BERSHKA, CORSO VITTORIO EMANUELE Il 22 3565,70 2.686.615,42 € 753,46 €
.
4’/00 STRADIVARIOUS, VIA TORINO 44 587,40 1.737.628,62 € 2.958,17 €
OYSHO, VIATORINO 3 271,05 958.545,58 € 3.536,42 €
PULL AND BEAR, CORSO VITTORIO EMANUELE 11 28 782,60 2.147.192,22 € 2.743,66 €
STORE TOTAL AREA (SQM) REVENUE (2017) REVENUE per SQM
ZARA, VIATORINO 2 1821,00 9.480.687,86 € 5.206,31 €
J\Q% BERSHKA, CORSO VITTORIO EMANUELE Il 22 2841,60 2.686.615,42 € 945,46 €
4*/01 STRADIVARIOUS, VIA TORINO 44 336,40 1.737.628,62 € 5.165,36 €
OYSHO, VIATORINO 3 161,75 958.545,58 € 5.926,09 €
PULL AND BEAR, CORSO VITTORIO EMANUELE 11 28 579,31 2.147.192,22 € 3.706,46 €

Tab.13Stores revenues Scenario 0 and Scenarie Created fromanalysis

Now, making a comparison between these tweopossible taalculate the percentage increase of
the revenuesper square metepof each store and, subsequently, make a calculation so abt&in

an average value taking into consideration the five stores at the same time.

The values are shown in the following table:

REVENUE per SQM
STORE SCENARIO 0 SCENARIO 1 INCREASE
ZARA, VIATORINO 2 3.837,71€ 5.206,31 € 35,66%
BERSHKA, CORSO VITTORIO EMANUELE Il 22 753,46 € 945,46 € 25,48%
STRADIVARIOUS, VIA TORINO 44 2.958,17 € 5.165,36 € 74,61%
OYSHO, VIA TORINO 3 3.536,42 € 5.926,09 € 67,57%
PULL AND BEAR, CORSO VITTORIO EMANUELE |1 28 2.743,66 € 3.706,46 € 35,09%
AVERAGE INCREASE 47,68%

Tab.14Average increasim revenue per sqmCreated from analysis
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6.7.1IMPROVEIREVENUBEER SQUARE METEBNSIDERATIONS

Once all the calculations have been carried out, the result that is significainto  KS & A,a Qa
the one ofthe averagancrease in theevenuesof the storegper square meter, gives a very positive
signal. This value is in fact 47.68%, which means that, on average, these stores could get the same
revenue by halving their consumption of space, which would result in a reduction in rental costs of

almostthe half.

These data show how the possible scenarios resulting from the application of this strategy are
absolutely to keep an eye on, especially in areas such the city center of Milan, where rents, being

very high and constantly growing, represent one of the higtests for companies.

The followng table helpsthe reader to understand in graphic terms howexploiting the
technological tend and being pioneers of current time, therefore beisgrly adopters and not

belonging to the majority, couldidelyincreasethe achievedperformance.

REVENUE per SQM
7.000€
6.000€
5.000€
4.000€
3.000€
2.000€
1.000€
) i |

ZARA, BERSHKA, |[STRADIVARIOUS, OYSHO, PULL AND BEAR,

VIA TORINO 2| (CORSO VITTORIO || VIA TORINO 44 VIA TORINO 3| |CORSO VITTORIO

EMANUELE 11 22 EMANUELE 11 28

SCENARIO 0 I I SCENARIO1

Graph.18Stores revenues per sgireated from analysis
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6.7.2PROPOSALS FOR SAVINGS UTILIZATION

Aspreviously shownoccupying a smaller amount of space makes possible to reduce the rent budget

so that these economic resources can be usedterimplementation of different strategies.

The way in which the savings are used depends on the individual company andsablétto reap

the greatest benefit by putting into practice its strategic plans.

As a conclusion, in order to give a hint on what may be the future strategies applicable by companies

through the use of Retail Digitalization, three possible proposalpi@sented below.

The first proposal simply envisag@msuse the savings achieved by implementing the conversion of
the storesin investingin the company's core business. This is the optimal solution in case the
company has no intention to invest in omd® improveits presence on the territory but instead

wants to optimize its supply chain by improving internal processes.

The second proposal is instead optimal in the case in which the company taken into consideration
wants to improve its presence ondhterritory and currently its stores are located in secondary
positions. The concept i40 move thestores in more privileged areaghere the cost of rent is
greater but, because dhe amount of space needed by stores for perform their functimnks to

the Retail Digitalizatiois bwer, the result isan unchanged rent expense. In this way the companies,
approaching the city center would have the posdipilo increase their revenues amdlaunch the

image of the brand itself.

The third proposal concerns a situation such as that of the holding company considered, in which
the stores are currentljocatedin very populated central aream this case what is proposed is not

to move their stores but to open new ones, so as to siythen thepresencein selected areas or
expandin new onesThe application of an expansion strategy to a Holding like the one considered

is specially indicated since, for the fast fashion companies, the diffusion of the brand identity is

10¢€



mainly carried at by the capillarity of the points of sales, in which the stores are the main

communication channels, representing the main promotional investment of the brand.

These solutions are supported by the study of the Hotelling model, which helps to underktnd t
the market is a dynamic environment in which the stores have not to be seen as single entities but
AGQa AYLRNIFyG G2 €221 4G GKS 2@SNYIftf LAOGA

possbility to act as a consequence.



Conclusions

Starting with the purpose of the thesis work, which wagtopose a new solution for the rental
O02ai NBRAzOGA2Y RdzS (G2 f26SN IGKS FBEOSHEBEN NEQ 20T

finally reported, with the relative results obtained showalow.

The thesis began by analysing the concept of Location Theory and rent, also exploiting two models
such as The Hotelling Model and The-R&ht Theory of Alonso. This has proved to be essential in
order to introduce what is put into practice subsealy, laying a solid foundation for the concrete

strategy developed at the center of the work.

In the subsequenthapter concerning thetudy of the City of Milan, it has been possible to observe

a series of researches that justified the choice of ldiger as an area of intervention and it was
confirmed that Milan is an ideal city for the development of this project, as it enjoys of great global
attention and growth prospects. In addition, a careful analysis of the Milanese real estate market
has showm that the competition for parts of central areas is always higher, especially for the
commercial sector, pushing the residential and production sectors in more and more peripheral,

strengthening the concept to the center of the proposal.

The attention wa therefore placed orRetailand on the detailed narration of the fundamental
points and ts history; the analysis of the current situation and possible future scenarios,
strengthened by the opinions of leading figures in the sector, underlined the neezhémge and

for the introduction of new technologies in the stores of the future, all requests that cafulbe

satisfied with theRetailDigitalizationProject proposed

Subsequently, the analysis carried out on the first digitiRedail prototype present in London,
produced by the Inditekloldingcompany, showed that the characteristics presented are still absent

in the Italian market, which is late from the innovative point of view.

After that, to understand whether thedoption of this innovation by the Italian market can be
feasible, the interview wittan Inditex Real Estate Manad®as been reported. From this interview

emerged key points that have guided the work carried out subsequently. Among these, the main
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concerns the ned to be located in central areas of the city in order to maximize profits, but this is
increasingly problematic as the rental prices increase continuously given the always tighter
competition. In addition, the importance of providing customer experienessl adopting
technological innovations in stores has been highlighted.

It can therefore be said that the proposed project is in line with the needs and satisfies specific

requests.

Once it has been established that the Milanese market and the current period are a fertile ground
for the implementation of the proposeRetait digitization strategy, through an-gepth study the
Inditex Holdinghas been chosen as the test object for ghctical case. This choice will prove to

be apt during the course of the execution, considering the economic and strategic results obtained.

Finally, after having clarified and explained in detail the environment in which the thesis goes to

work, it isnow possible to report the emergent results from the practical case carried out.

Starting from the scenario 0, which represents the current composition of the stores, through the
implementation of the digitalization strategy on 5 of the 8 stores owned byttbklingcompany
Inditex in the city center of Milan, has been possible tovarrat the scenario 1, which instead
represents the composition of the same stores once the conversion has been carried out. This
conversion has allowed to save 1.98quare meterof space which, multiplied by the cost of the

rentsof the areathatamounton y S p € kK alj YKY2Y G KX O2 NNSRAYLRBWRK i 2

The monthly savings generated represent an amount not indifferent, due to the substantial increase
in revenuesper square meter generated, corresponding to 47.68%. This means that on average,
these stores could get the same revenue byl their consumption of space, which would result

in a reduction in rental costs of almost the half.

Thanks to the positive economic results achieved, as a final #tege different proposals have
been reported; the companies through the Retail Digitalization could therefore be able to exploit

one of them.
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APPENDIX

1. Milan positioning trend in the global rankig?2011¢ 2016 (page33)

RANK 20111 COUNTRY CITY LOCATION w9b¢ 0¢€ck
1 USA New York 5th Avenue 16,704
2 Hong Kong Hong Kong Causeway Bay 14,426
3 Japan Tokyo Ginza 7,750
4 Australia Sydney Pitt Street Mall 7,384
5 France Paris Avenue des Champs-Elyséeg 7,364
6 United Kingdom London New Bond Street 6,901
7 Italy Milan Via Monte Napoleone 6,800
8 Switzerland Zurich Bahnhofstrasse 6,553
9 South Korea Seoul Myeongdong 4,714
10 Germany Munich Kaufingerstralle 3,960
11 Brazil Séo Paulo Iguatemi Shopping 3,942
12 Austria Vienna KarntnerstralRe 3,300
13 Spain Barcelona Portal de I'Angel 3,120
14 Russia Moscow Tverskaya 3,104
15 Ireland Dublin Grafton Street 3,007
16 China Beijing Wangfujing 2,817
17 Singapore Singapore Orchard Road 2,758
18 Netherlands Amsterdam Kalverstraat 2,500
19 Israel Tel Aviv Ramat Aviv 2,433
20 Canada Toronto Bloor Street 2,423
21 India New Delhi Khan Market 2,392
22 Greece Athens Ermou 2,340
23 New Zealand Auckland CBD 2,242
24 Denmark Copenhagen Strgget 2,212
25 Turkey Istanbul Bagdat Caddesi 2,110
26 Ukraine Kiev Kreschatik Street 2,069
27 Norway Oslo Karl Johans Gate 2,057
28 Czech Republic Prague Na Prikope/Wenceslas Square 2,040
29 Finland Helsinki City Centre 1,920
30 Malaysia Kuala Lumpur Suria KLCC 1,918
31 Belgium Brussels Rue Neuve 1,800
32 Taiwan Taipei ZhongXiao E. Road 1,743
33 Channel Islands St Helier King Street 1,728
34 Sweden Stockholm Biblioteksgatan 1,563
35 Colombia Bogota Shopping Centre 1,494
36 Luxembourg Luxembourg Luxembourg City 1,440
37 Lebanon Beirut ABC Centre Achrafieh 1,379
38 Chile Santiago Downtown (Paseo Ahumada) 1,359
39 Vietnam Hanoi Shopping Centre 1,241

40 Hungary Budapest Vaci Utca 1,200
41 Poland Warsaw Ul Nowy Swiat 1,020
42 Portugal Lisbon Chiado 960
43 Indonesia Jakarta CBD 917
44 Kuwait Kuwait City Raya Mall 905
45 Thailand Bangkok City Centre 781
46 Romania Bucharest Bulevardul Magheru 780
47 Argentina Buenos Aires Florida 745
48 Egypt Cairo City Stars 690
49 Syria Damascus Cham Centre 690
50 South Africa Johannesburg Sandton City 672
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RANK 201p COUNTRY CITY LOCATION w9bt¢ 0O€k

1 Hong Kong Hong Kong Causeway Bay 22,307
2 USA New York 5th Avenue 21,204
3 France Paris Avenue des Champs-Elyséed 9,573
4 Japan Tokyo Ginza 8,962
5 Australia Sydney Pitt Street Mall 8,077
6 United Kingdom London New Bond Street 7,942
7 Switzerland Zurich Bahnhofstrasse 7,243
8 Italy Milan Via Monte Napoleone 7,000
9 South Korea Seoul Myeongdong 5,822
10 Germany Munich Kaufingerstralle 4,200
11 Austria Vienna Kohlmarkt 4,080
12 Brazil Sao Paulo Iguatemi Shopping 3,603
13 Russia Moscow Tverskaya 3,546
14 China Beijing Wangfujing 3,421
15 Spain Barcelona Portal de I'Angel 3,180
16 Singapore Singapore Orchard Road 3,053
17 Ireland Dublin Grafton Street 2,810
18 Netherlands Amsterdam Kalverstraat 2,800
19 Malaysia Kuala Lumpur Pavilion KL 2,724
20 Canada Toronto Bloor Street 2,662
21 Israel Tel Aviv Ramat Aviv 2,541
22 Norway Oslo Karl Johans Gate 2,519
23 Ukraine Kiev Kreschatik Street 2,364
24 Colombia Bogota Shopping Centre 2,364
25 Denmark Copenhagen Strgget 2,287
26 India New Delhi Khan Market 2,233
27 Czech Republic Prague Na Prikope/Wenceslas Squarne 2,100
28 Greece Athens Ermou 2,040
29 Turkey Istanbul City Centre 2,033
30 Finland Helsinki City Centre 1,920
31 Taiwan Taipei ZhongXiao E. Road 1,914
32 Belgium Brussels Rue Neuve 1,800
33 Vietnam Ho Chi Minh City  |Shopping Centre 1,797
34 Sweden Stockholm Biblioteksgatan 1,667
35 New Zealand Auckland Queen Street 1,596
36 Lebanon Beirut ABC Centre Achrafieh 1,576
37 Luxembourg Luxembourg Grand Rue 1,440
38 Chile Santiago Downtown (Paseo Ahumada) 1,433
39 South Africa Cape Town V&A Waterfront 1,387
40 United Arab EmirategDubai Shopping Centre 1,300
41 Hungary Budapest Vaci Utca 1,080
42 Channel Islands St Helier King Street 1,022
43 Poland Warsaw Ul Nowy Swiat 1,020
44 Argentina Buenos Aires Florida 993

45 Portugal Lisbon Chiado 960

46 Kazakhstan Almaty High Street 946

a7 Indonesia Jakarta Shopping Centre 926

48 Thailand Bangkok City Centre 893

49 Oman Muscat Shopping Centre 860

50 Peru Lima Shopping Centre 804




RANK 2013 COUNTRY CITY LOCATION w9bt¢ 0O€k

1 Hong Kong Hong Kong |[Causeway Bay 24,983
2 USA New York 5th Avenue 20,702
3 France Paris Avenue des Champs-Elyséed 13,255
4 UK London New Bond Street 8,666
5 Japan Tokyo Ginza 8,152
6 Italy Milan Via Monte Napoleone 7,500
7 Switzerland Zurich Bahnhofstrasse 7,236
8 Australia Sydney Pitt Street Mall 7,042
9 South Korea Seoul Myeongdong 6,063
10 Austria Vienna Kohlmarkt 4,440
11 Germany Munich Kaufingerstralle 4,320
12 Russia Moscow Stoleshnikov 3,846
13 China Beijing Wangfujing 3,610
14 Brazil Sao Paulo Iguatemi Shopping 3,343
15 Spain Barcelona Portal de I'Angel 3,180
16 Singapore Singapore Orchard Road 2,930
17 Netherland Amsterdam |Kalverstraat 2,900
18 Norway Oslo Karl Johans Gate 2,835
19 Malaysia Kuala Lumpur|Pavilion KL 2,673
20 Israel Tel Aviv Ramat Aviv 2,663
21 Colombia Bogota Shopping Centre 2,631
22 Canada Toronto Bloor Street 2,512
23 Ireland Dublin Grafton Street 2,389
24 Ukraine Kiev Kreschatik Street 2,308
25 Denmark Copenhagen [Strgget 2,279
26 Czech Republic Prague Na Prikope/Wenceslas Square 2,160
27 New Zealand Auckland CBD 2,139
28 India New Delhi Khan Market 2,090
29 Turkey Istanbul Bagdat Caddesi (Asian side) 2,077
30 Taiwan Taipei ZhongXiao E Road 1,981
31 Greece Athens Ermou 1,980
32 Finland Helsinki City Centre 1,920
33 Vietham Ho Chi Minh |City Shopping Centre 1,846
34 Belgium Brussels Rue Neuve 1,800
35 Sweden Stockholm Biblioteksgatan 1,676
36 United Arab EmirategDubai Shopping Centre 1,578
37 Lebanon Beirut ABC Centre Achrafieh 1,539
38 Luxembourg Luxembourg |Grand Rue 1,500
39 Chile Santiago Downtown (Paseo Ahumada) 1,393
40 Kazakhstan Almaty Shopping Centre 1,292
41 South Africa JohannesburdSandton City 1,116
42 Hungary Budapest VAci utca 1,080
43 Portugal Lisbon Chiado 1,050
44 Argentina Buenos Aires |Florida 1,034
45 Poland Warsaw Ul Nowy Swiat 996
46 Thailand Bangkok City Centre 923
47 Indonesia Jakarta Shopping Centre 908
48 Channel Islands St Helier King Street 899
49 Oman Muscat Shopping Centre 839
50 Lithuania Vilnius Shopping Centre 804
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RANK 2014 COUNTRY CITY LOCATION wObt 0O¢€ck
1 USA New York Upper 5th Avenue 29,822
2 Hong Kong Hong Kong |Causeway Bay 23,307
3 France Paris Avenue des Champs-Elysées 13,255
4 UK London New Bond Street 10,361
5 Australia Sydney Pitt Street Mall 8,658
6 Italy Milan Via Monte Napoleone 8,500
7 Japan Tokyo Ginza 8,120
8 South Korea Seoul Myeongdong 7,942
9 Switzerland Zurich Bahnhofstrasse 7,456
10 Russia Moscow Stoleshnikov 4,749
11 Austria Vienna Kohlmarkt 4,440
12 Germany Munich Kaufingerstral3e 4,380
13 China Beijing Wangfujing 4,100
14 Spain Barcelona Portal de I'Angel 3,240
15 Colombia Bogota Shopping Centre 3,135
16 Singapore Singapore Orchard Road 3,087
17 Norway Oslo Karl Johans Gate 3,081
18 The Netherlands Amsterdam |Kalverstraat 2,900
19 Brazil Séo Paulo Iguatemi Shopping 2,714
20 Turkey Istanbul Bagdat Caddesi and Istiklal Stre¢ 2,660
21 Malaysia Kuala LumpuiPavilion KL 2,649
22 Ireland Dublin Grafton Street 2,529
23 Canada Toronto Bloor Street 2,478
24 New Zealand Auckland CBD 2,443
25 Denmark Copenhagen |Straget 2,384
26 Taiwan Taipei ZhongXiao E. Road 2,361
27 Czech Republic Prague Na Prikope/Wenceslas Square 2,220
28 United Arab EmirategDubai Shopping Centre 2,204
29 Greece Athens Ermou 2,160
30 Israel Tel Aviv Ramat Aviv 2,105
31 India New Delhi Khan Market 2,070
32 Finland Helsinki City Centre 1,968
33 Ukraine Kiev Kreschatik Street 1,900
34 Vietnam Ho Chi Minh |City/Hanoi Shopping Centre 1,805
35 Belgium Brussels Rue Neuve 1,750
36 Sweden Stockholm  |Biblioteksgatan 1,636
37 Lebanon Beirut ABC Centre Achrafieh 1,583
38 Luxembourg Luxembourg |Grand Rue 1,500
39 Kazakhstan Almaty Shopping Centre 1,330

40 Hungary Budapest Vaci utca 1,140
41 Portugal Lisbon Chiado 1,110
42 Argentina Buenos Aires|Florida 1,064
43 Thailand Bangkok Central Retail District 1,025
44 Poland Warsaw Nowy Swiat 1,020
45 Serbia Belgrade Kneza Mihaila 1,020
46 South Africa Cape Town |V&A Waterfront 1,009
a7 Qatar Doha Shopping Centre 965
48 Peru Lima Shopping Centre 950
49 Channel Islands St Helier King Street 879
50 Mexico Mexico City |Masaryk Avenue 874
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RANK 2015 COUNTRY CITY LOCATION w9be¢ 0O€k
1 USA New York Upper 5th Avenue (49th - 60th Stg) 33,812
2 Hong Kong Hong Kong [Causeway Bay (main street shops) 23,178
3 France Paris Avenue des Champs Elysees 13,255
4 United Kingdom London New Bond Street 12,762
5 Italy Milan Via Monte Napoleone 10,000
6 Australia Sydney Pitt Street Mall 8,898
7 Switzerland Zurich Bahnhofstrasse 8,643
8 Japan Tokyo The Ginza 8,520
9 South Korea Seoul Myeongdong 8,519
10 Austria Vienna Kohlmarkt 4,620
11 Germany Munich Kaufinger/Neuhauser 4,440
12 China Shanghai West Nanjing Roa 4,233
13 Russia Moscow Stoleshnikov 3,814
14 Singapore Singapore Orchard Road 3,253
15 Spain Barcelona Portal de L'Angel 3,240
16 Ireland Dublin Grafton Street 3,091
17 Turkey Istanbul Bagdat Caddesi 3,016
18 Netherlands Amsterdam |Kalverstraat 2,900
19 Norway Oslo Karl Johan 2,852
20 Taiwan Taipei ZhongXiao E Road 2,640
21 Canada Toronto Bloor Street 2,515
22 Denmark Copenhagen |Stroget (including Vimmelskaftet 2,413
23 Czech Republic Prague Wenceslas Square 2,280
24 India New Delhi Khan Market 2,276
25 Greece Athens Ermou 2,160
26 Finland Helsinki City Centre 1,968
27 Belgium Antwerp Meir 1,750
28 New Zealand Auckland Queen Street 1,675
29 Luxembourg Luxembourg [Grand Rue 1,620
30 Ukraine Kiev Kreschatik Street 1,616
31 Sweden Stockholm Biblioteksgatan 1,612
32 Vietnam Ho Chi Minh [City Prime High Street 1,454
33 UAE Dubai Prime - A 1,447
34 Israel Tel Aviv Kikar Hamedina 1,285
35 Thailand Bangkok Central Retail District 1,212
36 Argentina Buenos Aires |Florida 1,206
37 Portugal Lisbon Chiado 1,170
38 Hungary Budapest Vaci utca 1,140
39 Brazil Rio de JaneirgDI NDA Ll 5QI GAf | 6L U2y SYt

40 Malaysia Kuala Lumpur|Bukit Bintang 1,075
41 Channel Islands St Peter Port |High Street 1,033
42 Serbia Belgrade Kneza Mihaila 1,020
43 Poland Warsaw Nowy Swiat 1,020
44 Mexico Mexico City |Mazaryk 991
45 Colombia Bogota Zona T - 82 Calle 969
46 Kazakhstan Almaty Gogol, Furmanov, Kabanbai Batyf 969
47 Qatar Doha Prime High Street 887
48 Lebanon Beirut Rue Verdun 853
49 Croatia Zagreb llica Street 840
50 Slovenia Ljubljana 22112 0 720




RANK 2016 COUNTRY CITY LOCATION w9bt 0€Kk
1 USA New York PILJLISNI plGK ! @Sy dzS 6 rIpEsK ¢
2 Hong Kong Hong Kong Causeway Bay 27,884
3 France Paris Avenue des Champs Elysées 13,255
4 United Kingdom|London New Bond Street 12,433
5 Japan Tokyo Ginza 12,102
6 Italy Milan Via Monte Napoleone 12,000
7 Australia Sydney Pitt Street Mall 9,383
8 South Korea Seoul Myeongdong 8,793
9 Switzerland Zurich Bahnhofstrasse 8,408
10 Austria Vienna Kohlmarkt 4,620
11 Germany Munich Kaufinger/Neuhauser 4,440
12 China Shanghai West Nanjing Road 3,977
13 Ireland Dublin Grafton Street 3,327
14 Spain Barcelona Portal de L'Angel 3,300
15 Singapore Singapore Orchard Road 3,180
16 Turkey Istanbul / SYGNB ¢ LadGA(lf|f {L0MBSi
17 Netherlands Amsterdam Kalverstraat 3,000
18 Norway Oslo Karl Johan 2,904
19 Russia Moscow Stoleshnikov 2,818
20 Luxembourg Luxembourg CityGrande Rue 2,520
21 Denmark Copenhagen Stroget (including Vimmelskaftet) 2,486
22 Canada Toronto Bloor Street 2,424
23 Czech Republic|Prague bl tnN12LIS aiGNBBSi 2,4
24 Malaysia Kuala Lumpur |Pavilion KL (prime lots) 2,364
25 Greece Athens Ermou 2,34
26 Taiwan Taipei Zhongxiao 2,177
27 Vietham Ho Chi Minh City|Best Achieved Shopping Mall (GH) 2,160
28 India New Delhi Khan Market 2,153
29 Belgium Antwerp Meir 1,850
30 New Zealand |Auckland Queen Street 1,807
31 Sweden Stockholm Biblioteksgatan 1,583
32 Finland Helsinki City Centre 1,560
33 UAE Dubai t NAYS ¢ ! 1,450
34 Portugal Lisbon Chiado 1,200
35 Hungary Budapest Vaci utca 1,200
36 Israel Tel Aviv Kikar Hamedina 1,192
37 Thailand Bangkok Central Retail District (CRD) 1,180
38 South Africa Johannesburg [Sandton City 1,106
39 Brazil Rio de Janeiro |Garcia D'avilla (Ipanema) 1,095
40 Poland Warsaw Nowy Swiat 1,080
41 Serbia Belgrade Kneza Mihaila 1,020
42 Colombia Bogota w2yl ¢ ¢ yHn [ If{4S 972000
43 Mexico Mexico City Masaryk 972,000
44 Lebanon Beirut Rue Hamra 900,000
45 Qatar Doha Prime 889,000
46 Channel Islandg St Peter Port High Street 880
47 Croatia Zagreb llica Street 840
48 Indonesia Jakarta Prime 771
49 Slovenia Ljubljana 22112 O 720
50 Jordan Amman City Centre (CBD) 630
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2. Rent analysis in MilanCreated from analysigage39)

RESIDENTIAL 2011 €/SM/MONTH
AREA CODE MIN MAX AVERAGE €/SM/YEAR
CENTRAL BO1 13 14,8 13,9 166,8
CENTRAL BO2 13,5 18 15,75 189
CENTRAL BO3 16 15,5 17,75 213
CENTRAL BO4 16 18,7 17,35 208,2
CENTRAL BOS 14 17,5 15,75 189
CENTRAL BO6 11 16 13,5 162
CENTRAL B1l 28,5 S5\ 31,8 381,6
CENTRAL B12 20,6 23,1 21,85 262,2
CENTRAL B13 17,6 19,6 18,6 223,2
CENTRAL B14 17,5 20,5 19 228
SEMICENTRAL Ccol 6,5 8,5 s 90
SEMICENTRAL o2 9,5 il 5 10,5 126
SEMICENTRAL C03 10 12,5 11,25 135
SEMICENTRAL c04 13,5 15,5 14,5 174
SEMICENTRAL C0O5 8,5 10 9,25 111
SEMICENTRAL C06 7,5 10 8,75 105
SEMICENTRAL co7 7 10,5 8,75 105
SEMICENTRAL C08 7,3 8,9 8,1 97,2
SEMICENTRAL C09 9,5 12 10,75 129
SEMICENTRAL C10 10 13 il 5 138
SEMICENTRAL Cll 8,5 9,8 2o 109,8
SEMICENTRAL Cl12 8,5 11 9,75 117
PERIPHERAL D01 6 7,8 6,9 82,8
PERIPHERAL D02 6 7 6,5 78
PERIPHERAL D03 6,5 8 7,25 87
PERIPHERAL D04 6 7 6,5 78
PERIPHERAL D05 515 s 6,5 78
PERIPHERAL D06 6 s 6,75 81
PERIPHERAL D07 6,5 s 7 84
PERIPHERAL D08 5 6 5,5 66
PERIPHERAL D09 7 9 8 96
PERIPHERAL D10 7 8,5 7,75 93
PERIPHERAL D11 7 9 8 96
PERIPHERAL D12 7,5 10,5 9 108
PERIPHERAL D13 4,5 6 5,25 63
PERIPHERAL D14 6,5 8 7,25 87
PERIPHERAL D15 6 7 6,5 78
PERIPHERAL D16 515 7 6,25 75
PERIPHERAL D17 6 s 6,75 81
PERIPHERAL D18 5 6,5 5,75 69
PERIPHERAL D19 6 8 7 84
PERIPHERAL D20 7 9 8 96
PERIPHERAL D21 8,5 10,5 9,5 114
PERIPHERAL D22 6 8 7 84
PERIPHERAL D23 8,5 11 9,75 117
PERIPHERAL D24 9,5 il 35 10,5 126
PERIPHERAL D25 7,5 9 8,25 99
PERIPHERAL D26 7,5 9 8,25 99
PERIPHERAL D27 8 10,5 9,25 111
PERIPHERAL D28 8,5 10,5 9,5 114
PERIPHERAL D29 6,5 8,5 s 90
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COMMERCIAL 2011

€/SM/MONTH

€/SM/YEAR
AREA CODE MIN MAX AVERAGE
CENTRAL BO1 16,5 23,8 20,15 241,8
CENTRAL B02 13,2 20 16,6 199,2
CENTRAL BO3 16 23 19,5 234
CENTRAL BO4 16 21 18,5 222
CENTRAL BOS 16 23,5 19,75 237
CENTRAL BO6 12,5 18,3 15,4 184,8
CENTRAL B11 42,5 62 52,25 627
CENTRAL B12 22,5 31,5 27 324
CENTRAL B13 18,6 27,1 22,85 274,2
CENTRAL B14 19,8 29,8 24,8 297,6
SEMICENTRAL co1 8,9 13,1 11 132
SEMICENTRAL €02 12 16,5 14,25 171
SEMICENTRAL 03 10,2 14,7 12,45 149,4
SEMICENTRAL co4 13,5 19,5 16,5 198
SEMICENTRAL o5 10,2 15,2 12,7 152,4
SEMICENTRAL 06 8,2 12,2 10,2 122,4
SEMICENTRAL co7 10,2 15,8 13 156
SEMICENTRAL o8 9,8 14,2 12 144
SEMICENTRAL €09 10,5 16 13,25 159
SEMICENTRAL c10 11,5 17 14,25 171
SEMICENTRAL cl11 10 15 12,5 150
SEMICENTRAL c12 10 14 12 144
PERIPHERAL D01 5,4 7,6 6,5 78
PERIPHERAL D02 5,9 8,8 7,35 88,2
PERIPHERAL D03 3,8 5,8 4,8 57,6
PERIPHERAL D04 6,5 8,3 7,4 88,8
PERIPHERAL D05 6,2 9,1 7,65 91,8
PERIPHERAL D06 7,8 10,2 9 108
PERIPHERAL DO7 7,5 11 9,25 111
PERIPHERAL DO8 6 8,5 7,25 87
PERIPHERAL D09 8,5 12,5 10,5 126
PERIPHERAL D10 7 10 8,5 102
PERIPHERAL D11 6,8 10,2 8,5 102
PERIPHERAL D12 6,5 9,3 7,9 94,8
PERIPHERAL D13 6 7.8 6,9 82,8
PERIPHERAL D14 8 10,8 9,4 112,8
PERIPHERAL D15 6,8 9,8 8,3 99,6
PERIPHERAL D16 7 10,8 8,9 106,8
PERIPHERAL D17 5,9 8,3 7,1 85,2
PERIPHERAL D18 6 8,5 7,25 87
PERIPHERAL D19 5 7.3 6,15 73,8
PERIPHERAL D20 7 10,5 8,75 105
PERIPHERAL D21 8,5 12 10,25 123
PERIPHERAL D22 8 11,7 9,85 118,2
PERIPHERAL D23 7,2 10,8 9 108
PERIPHERAL D24 7,8 11,2 9,5 114
PERIPHERAL D25 7,2 10,2 8,7 104,4
PERIPHERAL D26 5,3 7,1 6,2 74,4
PERIPHERAL D27 7,5 11 9,25 111
PERIPHERAL D28 6 8,3 7,15 85,8
PERIPHERAL D29 5,3 7.3 6,3 75,6
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PRODUCTIVE 2011

€/SM/MONTH

€/SM/YEAR
AREA CODE MIN MAX AVERAGE
CENTRAL 801 10,8 13,2 12 144
CENTRAL B02 8,2 10 9,1 109,2
CENTRAL BO3 10,2 12 11,1 133,2
CENTRAL BO4 10,3 12,5 11,4 136,8
CENTRAL BOS 8,6 10,8 9,7 116,4
CENTRAL BO6 6,6 9 7.8 93,6
CENTRAL B11 15,6 21 18,3 219,6
CENTRAL B12 13,7 15,7 14,7 176,4
CENTRAL B13 12,4 15,4 13,9 166,8
CENTRAL B14 14,2 17,2 15,7 188,4
SEMICENTRAL o1 5,2 7 6,1 73,2
SEMICENTRAL €02 5,8 8 6,9 82,8
SEMICENTRAL 03 5,5 8 6,75 81
SEMICENTRAL co4 7,2 9,7 8,45 101,4
SEMICENTRAL €05 6,8 9,3 8,05 96,6
SEMICENTRAL €06 6,2 8,6 7.4 88,8
SEMICENTRAL co7 6,2 9,2 7,7 92,4
SEMICENTRAL C08 6,8 8,6 7,7 92,4
SEMICENTRAL €09 6,2 8,4 7,3 87,6
SEMICENTRAL c10 6,2 8,6 7.4 88,8
SEMICENTRAL Cl11 6,2 8 7,1 85,2
SEMICENTRAL c12 6,8 9,2 8 96
PERIPHERAL D01 5 6,5 5,75 69
PERIPHERAL D02 4,6 6,4 5,5 66
PERIPHERAL D03 45 5,8 5,15 61,8
PERIPHERAL D04 4,4 5,6 5 60
PERIPHERAL DO5 5 6,8 5,9 70,8
PERIPHERAL D06 4,8 6,6 5,7 68,4
PERIPHERAL DO7 5,4 7,2 6,3 75,6
PERIPHERAL DO8 4,8 6,8 5,8 69,6
PERIPHERAL D09 5 7,5 6,25 75
PERIPHERAL D10 4,7 6,2 5,45 65,4
PERIPHERAL D11 4 6 5 60
PERIPHERAL D12 4 6 5 60
PERIPHERAL D13 3,7 4,8 4,25 51
PERIPHERAL D14 4,7 6,5 5,6 67,2
PERIPHERAL D15 3,8 5,3 4,55 54,6
PERIPHERAL D16 3,6 4,8 4,2 50,4
PERIPHERAL D17 5 6,6 5,8 69,6
PERIPHERAL D18 5,3 6,8 6,05 72,6
PERIPHERAL D19 43 6 5,15 61,8
PERIPHERAL D20 4,8 7,2 6 72
PERIPHERAL D21 4,2 6 5,1 61,2
PERIPHERAL D22 4 5,8 4,9 58,8
PERIPHERAL D23 4,8 6,5 5,65 67,8
PERIPHERAL D24 45 6 5,25 63
PERIPHERAL D25 3,8 5,6 4,7 56,4
PERIPHERAL D26 4,2 5,6 4,9 58,8
PERIPHERAL D27 4,6 6,8 5,7 68,4
PERIPHERAL D28 4,4 6,2 5,3 63,6
PERIPHERAL D29 43 5,8 5,05 60,6
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€/SM/MONTH

AREA CODE MIN MAX AVERAGE €/SM/YEAR
CENTRAL BO1 13,5 15 14,25 171
CENTRAL BO2 14 18,5 16,25 195
CENTRAL BO3 16 20 18 216
CENTRAL BO4 17 19 18 216
CENTRAL BOS i3 18 16,5 198
CENTRAL BO6 11 16 13,5 162
CENTRAL B1l 28,5 B 32 384
CENTRAL B12 20 24 22 264
CENTRAL B13 17 21 19 228
CENTRAL B14 17,5 20,5 19 228

SEMICENTRAL col 6,5 8,5 7,5 90
SEMICENTRAL o2 9,5 11,5 10,5 126
SEMICENTRAL co3 10 13 11,5 138
SEMICENTRAL Cco4 13,5 15,5 14,5 174
SEMICENTRAL C05 9 10,5 9,75 117
SEMICENTRAL C06 7,5 10 8,75 105
SEMICENTRAL co7 7 10,5 8,75 105
SEMICENTRAL o8 7,3 8,9 8,1 97,2
SEMICENTRAL Co9 9,5 12 10,75 129
SEMICENTRAL C10 10 13 11,5 138
SEMICENTRAL Cll 8,5 9,8 NS 109,8
SEMICENTRAL Cl2 8,5 11 9,75 117
PERIPHERAL D01 6 7,8 6,9 82,8
PERIPHERAL D02 6 7 6,5 78
PERIPHERAL D03 6,5 8 7,25 87
PERIPHERAL D04 6 7 6,5 78
PERIPHERAL D05 5,5 7,5 6,5 78
PERIPHERAL D06 6 7,5 6,75 81
PERIPHERAL D07 6,5 7,5 7 84
PERIPHERAL D08 5 6 55 66
PERIPHERAL D0s 7 9 8 96
PERIPHERAL D10 7 8,5 7,75 93
PERIPHERAL D11 7 9 8 96
PERIPHERAL D12 7,5 10,5 9 108
PERIPHERAL D13 4,5 6 5,25 63
PERIPHERAL D14 6,5 8 7,25 87
PERIPHERAL D15 6 7 6,5 78
PERIPHERAL D16 5,5 7 6,25 75
PERIPHERAL D17 6 7,5 6,75 81
PERIPHERAL D18 5 6,5 5,75 69
PERIPHERAL D19 6 8 7 84
PERIPHERAL D20 7 9 8 96
PERIPHERAL D21 8,5 10,5 9,5 114
PERIPHERAL D22 6 8 7 84
PERIPHERAL D23 8,5 11 9,75 117
PERIPHERAL D24 9,5 11,5 10,5 126
PERIPHERAL D25 7,5 9 8,25 99
PERIPHERAL D26 7,5 9 8,25 99
PERIPHERAL D27 8 10,5 9,25 111
PERIPHERAL D28 8,5 10,5 9,5 114
PERIPHERAL D29 6,5 8,5 7,5 90
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