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Abstract

Ecommerce sales are projected to grow significantly in the next future, keeping stealing market share to
traditional stores. Nonetheless, the most of sales will be still generated by physical retail environments,
highlighting the centrality of the store in the retail landscape. In response to a competitive scenario in
which physical stores remain core, companies are gradually breaking silos division across channels,
adopting business strategies which are capable to capture and satisfy the raising needs of an omnichannel
costumer, re-imagining the role of the store and its experience. Given the novelty of the topic and the
general scarcity of academic contribution regarding the theme, the purpose of the current paper concerns
the development of a conceptual framework to classify the different roles assumed by technology-enabled
stores in the presented omnichannel retail competitive landscape, with the support of interviews with
industry experts and an in-depth case study analysis. From a managerial perspective, the current work
support retailers to understand the different store transformation opportunities that could be employed in
order to meet corporate strategic objectives, to have a clear picture of which typology of technology and
services investments have to be performed to enable the transformation towards a specific typology of
store’s role and to provide a comprehension of what are the key drivers of selection of different stores’

roles within the retail industry.



Abstract - Italiano

Le vendite relative all’Ecommerce cresceranno significativamente nel prossimo futuro, portando I’online
ad acquisire quote di mercato nei confronti dei punti vendita tradizionali. Tuttavia, nonostante la crescita
dei canali digitali, la maggior parte delle vendite sara ancora generata dal punto vendita tradizionale,
evidenziando la centralita dello store fisico nel settore della vendita al dettaglio. In risposta ad uno scenario
competitivo in cui i punti vendita tradizionali continuano ad occupare un ruolo significativo, le aziende
stanno gradualmente eliminando la divisione in silos tra canali, adottando strategie di business capaci di
captare e soddisfare le esigenze di un consumatore sempre pit omnicanale, re-immaginando il ruolo dello
store e la relativa esperienza. Pertanto, considerando I’elemento di novita di tale tema e la generale scarsita
di contributi accademici rispetto all’argomento, 1’obbiettivo del presente elaborato riguarda lo sviluppo di
un framework per la classificazione dei diversi ruoli assunti dai punti vendita, abilitati dalla tecnologia,
all’interno dell’attuale scenario competitivo, attraverso il supporto di interviste con esperti del settore e
un’analisi approfondita di casi studio. Da un punto di vista manageriale, il presente elaborato si pone come
supporto ai player del settore retail nella comprensione delle diverse opportunita di trasformazione dello
store per il raggiungimento degli obiettivi aziendali, nella tipologia di investimenti in technologie/servizi
da sostenere per la realizzazione di una determinata tipologia di store fisico e nella comprensione dei fattori
chiave che spingono alla selezione di una precisa tipologia di punto vendita all’interno del settore della

vendita al dettaglio.
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Executive Summary

Premise

In 2021, retail e-commerce sales amounted to approximately 4.9 trillion U.S. dollars worldwide. This
figure is forecast to grow by 50% over the next four years, reaching about 7.4 trillion dollars by 2025.
The increasing surge of online channels have been further supported by the Covid-19 disruption and
lockdown restrictions, obliging worldwide costumers to rely on e-commerce for basic necessities and other
typologies of products. However, even though online sales are expected to continue the related grow and
take a larger slice of the retail pie, by 2025, it is estimated that e-commerce's overall share will account
just for 24,5% of the overall retail sales. The remaining 75,5% will still belong to physical retail stores.
Data are supported by the fact that the reduction of Covid-19 limitation is gradually bringing consumers
back to live and experience retailers’ physical shops.

What companies are facing today is a just apparent return to “normal” competitive conditions. The
pandemic, in fact, signed a deep transformation in costumer habits and behaviors: digital has become a
crucial part of costumers’ everyday life and experiences, pushing global retailers to adapt to the raising
needs of a digital savvy costumer which expect innovative phygital experiences.

In the presented competitive landscape, re-thinking the role and the experience provided by physical retail
stores becomes a crucial aspect of retailers’ corporate strategy to both satisfy customer needs and meet

sustainable profitability growth objectives.

Objectives and Methodology

Given the importance of the theme in the competitive scenario, the main objective of the current paper

concerns the answer to the following research question:
RQ: What is the role of the store in an omnichannel perspective, enabled by smart technologies?

To answer the question, a structured methodology has been adopted, composed by the following steps:

e Systematic Literature review analysis

e Case study and interviews

e Model development

The systematic literature analysis conducted on a pool of 48 papers directly connected with the mentioned

theme, highlighted two main gaps:



- The current literature around physical retail stores is still fragmented
While strong attention has been given to each single topic involving the retail industry (e.g., retail
business models, omnichannel services, smart technologies and their impacts), the retail literature is
still fragmented, missing a holistic perspectives which, employing an “all-in-one” approach, embraces
in one comprehensive paper all the relevant aspects of physical retail stores, from retail business
models definition and the related declination in smart technologies and typologies of
services/experience to be adopted, to the different store formats choice and the role attributed to
physical retail stores.

- Inthe current literature, the role of by physical retail stores is still an underrepresented topic
While the literature demonstrated to be solid for what concern the major portion of themes concerning

retail, a marginal attention has been given to the core topic of the current work.

The reported gaps confirmed that the Research question is valid, and the related answer represents a step
forward for retail industry academic research. To answer the question, a case study of the retail industry
has been developed adopting the single innovative physical store deployed by a specific company as a unit
of analysis. To better understand the single company case, interviews with experts have been conducted.
The research method led to the comprehension that different store roles and the related dynamics are
mainly generated by two key variables: servitization and technological innovation. In particular, it is the
combination of specific smart technologies employed and possible service offered within the physical
space to determine the role assumed by the store as the declination of company strategy. For the mentioned
reason, a conceptual model has been developed in order to classify the different stores’ roles in a structured

manner according to servitization and technological innovation degree.

The Model

Purpose of the model

As already mentioned, the main goal of the model concerns the determination of the different roles

assumed by technology-enabled physical stores within the omnichannel retail competitive landscape.

The model can be employed by players belonging to the retail industry as a tool to:

e Understand the different store transformation opportunities that could be employed in order to meet
corporate strategic objectives.

e Tohavea clear picture of which typology of technology and services investments have to be performed
to enable the transformation towards a specific typology of store’s role

e To provide a comprehension of what are the key drivers of selection of different stores’ role within
the retail industry

The development of the framework to understand physical stores roles, as mentioned in the methodology,

encompassed the determination of the key classification variables:
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e Technological Innovation

e Servitization

Measuring Technological Innovation

The degree of technological innovation of a specific store reflects the capability of the retailer to adopt
innovative in-store technologies for the delivery of the related business model. For the mentioned reason,
the selected way to quantify the variable concerns the measurement of the number of innovative smart
technologies employed in the physical store. To correctly understand the number, a specific pool of smart
technologies has been defined from the existing literature, case studies analyzed and interviews performed.
The final list of technologies has been further analyzed to have a clear picture of to the related area of
application among Front end, Back end and Omnichannel.

Technology Back Front Omnichannel
End End
Rfid X X
Self-Service
Technology X
Augmented Reality X
AR Smart Glasses X
Virtual Reality X
Interactive
Displays X
Digital Signages X
Mobile X
Beacons X X
NFC X
Al in general X X X
Smart Cameras X
10T in general X X X
Smart mirror X
Smart fitting room X
Smart Shelves X X X
Smart Cart X
Robots X
Biometrical
Payment X




Barcode Scanner X X

Measuring Servitization
The servitization of a specific store reflects the capability of a retailer to enrich the in-store shopping
experience with value added services. For this reason, the variable measurement method concerns the
determination of the number of services offered by the physical store. Services have been classified in nine
classes, as follows:
1. Try Before buy
a. Product try or touch
2. Human Touch
a. In-store associate consultation
b. Video shopping with in-store associates
3. Personalization
a. Single customer in-store recognition and personalized interaction
b. In-store product customization
c. Personalized product recommendation and promotion in store
4. Brand Connected services
a. In-store Café
b. In-store dining experience
c. In-store education
d. Innovative product testing
5. Payment
a. POS payment
b. Self-Checkout
c. In-app Payment
d. Automated Checkout
6. Click and collect
a. Drive Through order collection (the customer collect the online order outside the store)
b. Online purchases pick-up at lockers
c. In-store Pick up of online orders
7. Delivery
a. Ship from store
8. Returns Management
a. Buy in-store return in store
b. Buy online return in store
c. Satisfied or refunded

9. Circularity



In-store repair concierge
In-store upcycling
Products recycling

e o T @

Supply Chain product traceability

Introduction to the framework

The measurement of the servitization and technological innovation degree on the single unit of the current
analysis: the innovative physical store deployed by a specific company, highlighted 7 different categories
of stores’ roles, which differs in terms of characteristics. The mentioned classes are reported in the

following framework.
The framework

Media

Service Centre ‘ .

Showroom
Traditional ' Physical
Sales Channel Ecommerce
Fulfilment

Hub ‘ .

TECHNOLOGICAL INNOVATION

Omnichannel
Touchpoint

SERVITIZATION

v

FrontEnd . Back End . Omnichannel

Understanding the different roles of the physical stores in the competitive landscape

As previously reported, different technology-enabled experiences and typologies of services offered, led
to the definition of different store roles. For each typology identified will be provided a structured
explanation:

e Store as a “Traditional Sales Channel”

The store assumes the role of a merely point of sales, the physical place where the transaction occurs and
there is not an integration among companies’ channels.

e Store as a “Fulfilment Hub”:



The store assumes the role of a logistics hub, enabling online order fulfilment in the last mile delivery step
of the supply chain

e Store as a “Service centre”:

The store assumes the role of a point of services. The company does not sell products there but configures
the store as the place where the client can connect with the company exploiting value-added services

e Store as a “Showroom”:

The store assumes the role of a point where customers can see and experience products. The customer does
not come home with any product but can order them in store.

e Store as an “Omnichannel Touchpoint™:

The store assumes the role of a touchpoint within the retailer omnichannel strategy, where customers can
live a physical experience integrated with other channels of the company.

e Store as a “Physical E-commerce”:

The store assumes the role of extension of the company online channels, solving the related limits, as the
capability to experience products. The customer lives a frictionless and automated experience, where,
while selecting and picking products, the app online basket is fulfilled in an automated manner. No cashier
is necessary, the payment occurs automatically as the customer exits the store with products.

e Store as a “Media”:

The store assumes the role of the point where the experience is delivered, and the customers get in touch
and perceive the purpose of the company. In the era where existing communication channels sells products
(e.g. buy on social network stores) the store becomes new communication channel, where selling products
remains important but the central role is assumed by the experience, which is meaningful and integrated

with other channels.

Understanding the model

Store as Traditional sales channels occupy the bottom-left section of the chart, reflecting the lowest degree
of servitization and technological innovation.

Stores as fulfilment hubs, instead, cover the last position in terms of service offered. The reason behind
the positioning has to be found in the fact that the mentioned typology of store’s focus is strictly related to
last mile delivery. The same motivation justifies the apparently low degree of technological innovation, in
particular, the technology stack focus just on the enablement of online order fulfilment in the most efficient
and effective manner, optimizing operations’ processes.

Showrooms adopt a higher degree of servitization and technological innovation compared to the previous
roles mentioned. This because the enabling technology stack not only aims at improving back end
operations but rather focus on the customer experience.

Reflecting the related features, service centres show a low adoption of technology in store but highlight

the adoption of services as a differentiating factor, positioning in higher-left section of the chart.
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Stores as physical ecommerce does not focus on providing value-added services but rather on bringing the
friction reduction in the physical shopping journey to a next level. For this reason, the focus of investments
in the mentioned typology of store role involves a wide set of innovative in-store technologies to enable
the mentioned experience, positioning as the most technological store among the ones presented.

Stores as an omnichannel touchpoint, to deliver a cutting-edge omnichannel experience, employ a strong
degree of servitization and technological innovation.

The mentioned technological stack is enriched by further services by the store as a media, in order to
deliver customers revolutionary customer experiences, capable to make the costumer feel connected with

the company and create a long-term relationship.

Driving technology investments

The framework presented contributes to define the correct set of technologies to adopt in order to undertake
a specific path towards store transformation.

In particular, for stores as traditional sales channel, the technology investments should focus both on Back
end and front-end technologies. The plan should be different in case the desired store role concerns service
centres and showrooms which require a stronger concentration of investments around innovative front-end
technologies, enabling immersive and engaging customer experiences.

Fulfilment hubs’ technology stack focuses on back end enabling the efficiency and effectiveness of
operational processes to optimize the delivery process.

Stores as physical E-commerce require an investment focus on back-end technologies as well. Hence, the
frictionless experience provided by this typology of stores is enabled by a set of smart cameras and Al
algorithms.

Finally, Stores as omnichannel touchpoints and media require relevant investments in front end and

omnichannel enabling technologies.

Driving the store role selection

The selection of a specific store role should take into consideration two main attention points:

e The selection of the specific tole to be attributed to a specific physical store is not univocal, in
particular, a retailer could combine two or more stores role within the same physical space (e.g., store
as omnichannel touchpoint + store as fulfilment hub)

e A specific typology of physical store could be a right fit for a specific typology of market or territory
but could be a wrong decision for others. Therefore, retailers should select the right typology of store
role according to “where to play” and “how to play” decisions.

According to the features of each typology of store role a selection of key drivers of adoption is reported

as follow:



Store role

Key drivers of adoption

Traditional sales

The customers’ segments targeted expects a traditional shopping

channel experience
The specific local market features do not require brands to undertake
technology/Services investments to win the market

Store as a

fulfilment hub

Short Delivery time is the main competitive lever

Store as a service

Brand building and strengthen customer relationship are the main

centre objectives of the company
Store as a High-value products require assortment and stocks optimization;
showroom Items’ dimensions and/or weight make impossible for the customer to
bring the product home autonomously
The store solves e-commerce limits as touching products with hands;
Store as an
omnichannel An omnichannel in-store experience is a must have for target customers
touchpoint

Store as a physical

ecommerce

Customers expects to live the same frictionless and fast experience of

ecommerce;

The store solves the e-commerce limits as connecting with the brand

and reducing customer acquisition costs

Store as a media

An omnichannel in-store experience is a must have for target

customers;

Low Switching costs and industry products similarity lead the product

choice to be experience and purpose driven




Conclusion

Through the development of the framework, it was possible to answer the research question and seven
main roles of the store were identified, in relation to the services offered and the level of technological
innovation. Within the framework, from the Traditional Sales Channel, with the lowest degree of
servitization and technological innovation, moving along the axis related to the latter, we pass to the
Fulfillment Hub, to the Showroom, up to what has been defined Physical eCommerce, identified as the
format with the highest degree of technological innovation. Moving instead along the axis of servitization,
we move from the Service Center to the Omnichannel Touchpoint, all the way to the Store as a Media. In
this case, the store takes on the role of the point where the experience is delivered. In the era where existing
communication channels sell products, the store becomes a new communication channel, where selling
products remains important, but the central role is taken by the experience, which is meaningful and
integrated with other channels. This new role has not only the highest level of servitization but also a high
level of technological innovation. This is an expected outcome, as this type of store role involves a broad
set of innovative in-store technologies to deliver a cutting-edge omnichannel experience, that can make
customers feel connected to the company and create a long-term relationship. Today's brands, are moving
in this direction, embarking on a path capable of making the customer experience truly phygital. So, the
wide choice of digital, which allows users to comfortably evaluate, compare and buy from home, is
complemented by the possibility of living a meaningful physical experience. Regarding the managerial
contribution of the research, this study wants to help retail companies to make the next decision in order
to gain a possible competitive advantage over competitors. In fact, the presented framework guides the
selection of the specific role of the store for retailers wishing to embark on a path of store transformation.
Obviously, using the framework requires additional considerations to be taken into account, such as the
possibility of falling into a mixed role and the need for a prior study of the target market, as the success or
otherwise of a particular role is influenced by the application context. Furthermore, a further contribution
of the framework concerns the definition of the correct set of technologies to be adopted for the
implementation of the store transformation. In fact, the study tried also to classify technologies by the role

they play within the store, guiding the retailer towards the right investment.



1. Introduction

1.1 The Retail Sector: definition and history

According to the Cambridge Dictionary, retail is defined as “the activity of selling goods to the public,
usually in shops”. A retailer purchases goods in large quantities from manufacturers, directly or through a
wholesaler, and then sells them in smaller quantities to consumers with the intention to make a profit.

Looking at the retail markets and shops, they have a very ancient history, dating back to antiquity. Since
primitive, peoples began to exchange objects or animals, activities linked to the buying and selling of
goods were born and continue today, obviously with radically different methods and tools. The turning
point was at the beginning of the last century, when technology peeped into an area that seemed totally
alien to their use. Already in 1879, James Ritty had invented the cash register, the "father" of today's POS
systems. Let’s consider how various points on the retail timeline have affected what retail has become,

how people shop, and what customers expect today.

111 1850-1930: from the little proximity stores to the department stores

Between the end of the 1800s and the first decades of the 1900s, in the United States and in other parts of
the world, there was a transition from small family-run stores to department stores, then a symbol of
modernity. Macy's, the historic U.S. department store chain, was founded in 1858, initially as a fabric
store.

At that time, the stores were essentially physical proximity outlets: cars were not widespread, so, shoppers
walked to the closest store to their home, asking for what they needed from the store owner, who delivered
it to them. What made the business evolve was an innovation introduced by U.S. entrepreneur Frank
Woolworth, founder of the F. W. Woolworth Company and operator of the so-called "Five-and-Dimes"
stores, which featured a selection of low-priced items. Woolworth moved products from behind the cash
register to place them on the shelves, so people could see and touch them. A self-service model that
implied, for the first time, customer involvement in the sales process.

In the meantime, Macy's department store became an iconic retail establishment of the era, earning the
title of the world's largest store in 1924. Also, Great Britain, at the beginning of the century, boasted one
of the most innovative stores for the time, Selfridges, a chain of department stores founded by the American
entrepreneur Harry Gordon Selfridge. In the 1930s Selfridges added public restrooms inside the store,
prompting shoppers to spend more time inside. An innovative push towards what the store wants to be

today: an all-day leisure and entertainment activity.
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1.1.2 1940-1960: the birth of malls

At the end of World War I, the commercial base was strengthened by many social changes, where business
and advertising promised a better shopping experience.

The world saw the mass production of automobiles, electric trains, and improved logistics, all of which
resulted in the growth of commercial propositions and supermarkets.

In the United States between the fifties and sixties, in Italy about ten years later, the purchase of goods
went from necessity to entertainment. More and more people began to use the car and move to large
suburbs. It was the favorable moment for the birth of the commercial centers. The first indoor shopping
mall, fully air-conditioned, that mirrored how people think of malls today was opened in 1956 in Edina,
Minnesota. Malls were often anchored by a large department store with a cluster of other stores around it.
The mall was envisioned as a cultural and social center where people could come together and not only do
their shopping but also make an activity of it. By 1960, there were more than 4,500 malls accounting for

14% of all retail sales.

1.1.3 1960: Big Box

While people loved malls for the social aspect and enjoyment of window shopping and moving from store
to store, there was also a renewed interest in a return to the one-stop-shop. However, unlike the general
stores of old, these large stores served bigger populations and provided items cheaply at a much bigger
scale.

In 1962 the first Walmart opened its doors in Rogers, Arkansas. Target and Kmart also opened their first
stores that same year. The efficiency and overall size of these indoor giants made them attractive to
consumers looking for convenience and friction-free, no-frills service. Unlike the department stores of
early in the century that provided personalized service and attended to customers’ needs, these large
retailers were more focused on self-service and providing efficiency.

At these big box stores, customers could find the consumer goods they needed, and at much lower prices.

This was made possible by changes in the laws after World War 1 that paved the way for discount retailing.

1.1.4 1990-2010: eCommerce looms on the horizon

Arguably one of the biggest flashpoints in retail history is the dawn of widespread internet shopping.
Amazon was established in 1995 as a simple online bookseller. In 2018, the online retail platform reported
a net income over $10 billion dollars. Also, since 1995, eBay (initially Auction Web) is the online space
where sellers and customers meet to sell used items, collections, and then new items. Craiglist brought

online the ads that had moved from the pages of newspapers to the free press. In 1998 PayPal introduced
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an online payment system, generating billions in revenue and making it easier for online stores and
marketplaces to close deals. Today with a base of 300 million accounts, PayPal is on its way to being an
everyday super app intimately connected to people's shopping habits.

Clearly, over the past three decades people have jumped onto the ecommerce bandwagon. There are several
reasons for this. Ecommerce provides convenience and efficiency to the shopping experience and enables
shoppers to research, examine reviews, compare prices, and make purchases at all hours of the day.

The growth of ecommerce mirrored the growth of the internet. As more and more people had access to the
digital world, they became more interested in shopping there. Initially, some people were skeptical of
providing personal data and payment information online, but the development of SSL security protocol in

the 1990s helped to assuage those fears.

115 2007: social media opportunities

Social media becomes a full-fledged participant in an online sales world. Sellers no, can sell and advertise
products through social platforms such as Instagram, Facebook, Pinterest, TikTok etc. Facebook, the most
successful social media platform ever, has over 60 million active business pages on it. Twitter provides a
way for businesses to talk directly to customers, and with Instagram, they can showcase their products in
authentic lifestyle situations.

In 2011, Facebook rolled out sponsored stories as a form of early advertising. Marketers could capitalize
on the huge amount of data people provide Facebook to target very specific customers. Today, Facebook

and Instagram are also channels where brands can sell their products directly.

1.1.6 Modern Day: retail slows while eCommerce grows

This brings us to retail today. E-commerce has become an indispensable part of the global retail
framework. Like many other industries, the retail landscape has undergone a substantial transformation
following the advent of the internet, and thanks to the ongoing digitalization of modern life, consumers
from virtually every country now profit from the perks of online transactions.

The rapid growth of electronic commerce has as a counterpart, according to data compiled by Statista,
what many have called the “Apocalypse of retail ”. Not only the small stores but also the big shopping
malls, in good substance, are closing points of sale. In the U.S. in 2017, mall visits fell by 50% and about
a third were in danger of closing. The super luxury chain of Macy's closed as many as 68 department stores
in the first quarter of 2017 alone, as well as other typically American retail brands such as Payless (as
many as a thousand stores divested in 2017), Sears, JCPenney, Bebe have put the lock on many stores, and
well-known names such as Crocs (160), American Apparel (110), Abercrombie & Fitch (60) and Guess

(60) also appear on the list (economyup.it). Again, while the number of stores that opened in 2018 and
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2019 was about equal across the two years (4,311 vs. 4,454), 2019 saw a real spike in the number of stores
that closed (9,275 vs. 6,897 in 2018) (www.econopoly.ilsole24ore.com). In Figure 1, it is possible to see

the numbers regarding closures in 2018:

Retail stores closing in 2018

ToysRUs 1735
Walgreens/Rite Aid 600
Ann Taylor, Loft, Dress Barn 500
Teavana 379
Best Buy 250
Gap Inc. 200
Mattress Firm ¢
The Children's Place 144
Foot Looker 119
Kmart 109
Gymboree 192
Winn-Dixie, Harvey's, and Bi-Lo g4
Sam's Club g3
Abercrombie  go
Sears g7
Michael Kors  gq
Crocs 49
Bon-Ton Stores 49
Guess 25
JCrew 99
Target 12
Charming Charlie 14
Macy's 11
Last Call By Neiman Marcus 19
Kroger 8
JCPenny 8

Chart 1: Retail stores closing in 2018, Business Insider 2019

In Italy, however, the situation appears different and partially less negative than that just described. Unlike
the United States, the numbers show a slight countertrend, at least as far as large-scale distribution is
concerned. According, in fact, to the analysis of the Italian retail real estate scenario, the number of
commercial structures is increasing, going from 1,158 to 1,185 units. In particular, shopping centers have
increased from 948 to 955 and new openings have been concentrated mainly in central and southern Italy.
Another interesting data then concerns the smaller stores located in the main city shopping streets. In 2019,
there was an increase in the number of daily visitors in addition to growth in the conversion rate - which
is the differential between those who enter the store and those who then actually buy - which reached 15%,
a more than respectable percentage, given and considering that it improved by a few points compared to
the same period in 2018. However, these fairly positive data are tempered by others, which instead tell us
of a situation that is not easy in any case, especially with regard to small retailers that show a certain
suffering. Suffice it to say that between 2016 and 2017, about 90 thousand small- to medium-sized
businesses closed (Confesercenti report), proving that, in reality, Italian retail was also going through (at
least in some of its sectors) a delicate situation.

The most affected is precisely the fashion sector (-20% of boutiques), which must defend itself from the

advancement of large fast fashion chains, such as Zara and H&M, followed by hardware and construction
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(-19.9%), butcher shops (-17%), goldsmiths, perfumeries (-17.5%) and bookstores (-17%). From north to
south many merchants have abandoned their activity, surviving only those who have been able to renew

themselves with e-commerce.

1.2 The growth of e-commerce

Whilst it is true, in fact, that the figures for the sector are slightly positive and that, therefore, it is to be
hoped that the retail apocalypse will not also hit the Italian market, it must, however, be admitted that these
results are very little if we consider the growth rates of the third segment: e-commerce. This is, in fact, the

area in which the most notable economic results have been achieved.

1.2.1  Worldwide

Starting from an international context, the value of the retail e-commerce market reached 2,982 billion
dollars in 2018, a figure equal to 11% of the total value of retail sales, registering a growth of 12%
compared to the previous year. The same data can be found in the Old Continent, where the e-commerce
segment is worth 313 billion euros, up 9% from 2017 (casaleggio.it). And the impressive thing is that these
numbers are just the tip of a trend from the long tail made of positive results similar to these, as Figure 2

below shows.
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Chart 2: E-commerce sales, Statista 2022

In 2021, retail e-commerce sales amounted to approximately 4.9 trillion U.S. dollars worldwide. This
figure is forecast to grow by 50% over the next four years, reaching about 7.4 trillion dollars by 2025.
Online sales are expected to continue to grow and take a larger slice of the retail pie. By 2025, it is

estimated that e-commerce’s overall share of retail sales will reach 24.5% (Figure 3).
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Chart 3: eCommerce share of retail sales, Statista 2022

1.2.2 In Italy

The digital sales sector in Italy is also in a net expansion phase, much sharper than in the other "analog"
retail segments listed above. This is once again confirmed by Istat, according to which e-commerce marked
a+15.8% in January 2020 alone compared to 2019, in line with a robust and steady growth that was making
a +18% turnover in 2018 (istat.it).

Really impressive is that these growth rates concern a country like ours that still lags others in the
entrenchment of this type of business. If, in fact, in other European countries the percentage of the
population that buys online is very high (93% in the United Kingdom, 91% Nordic countries and the
Netherlands, 88% Germany, 84% Spain and France), in Italy consumers are "only" 38 million, or 62% of
the population.

This, however, has not prevented the e-commerce sector from generating a turnover worth 41.5 billion
euros in 2018, with double-digit future growth prospects and indeed it did.

Also in 2020, due to the global Covid-19 pandemic, there was a boom in e-commerce and online sales. the
pandemic turned the world upside down: in a matter of weeks, all habits changed dramatically; with more
and more countries and cities on lockdown, restrictions on access to businesses, the obligation to keep
your distance, wearing a mask in a mall made the shopping experience less pleasant and changed overnight
the spending habits of entire countries. In Italy, the sum of online purchases of products and services went
from a value of 31.4 billion in 2019, to 32.5 billion in 2020, up to 39.4 in 2021 (Osservatorio eCommerce
B2c). It was the product area that was the most disrupted compared to the service one. In recent years, we
were already seeing a very positive trend in online purchases. With the pandemic, product purchases went
from about 17.9 billion in 2019, to 26 billion in 2020 recording a + 45%, +8 billion. In 2021, products
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grew again, but at a smaller rate (+18%) and will reach 3.5 billion. To date, B2c eCommerce is back to

growing at a similar pace to pre-pandemic (Figure 4).
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Chart 4: eCommerce B2c purchases between products and services, Osservatorio di eCommerce B2c 2021

1.2.3 Covid-19 and the radical change

In Italy, B2C eCommerce represented, even before the lockdown, one of the main drivers of growth and
innovation in Retail. Following the restrictions due to the pandemic, however, there has been an
extraordinary evolutionary leap in favor of digital that has also involved the world of commerce. Not only
have purchasing behaviors changed, but retailers have also become more aware of the need to design a
sales and relationship process based on integration and collaboration between physical and online
channels.

The pandemic has transformed consumers' behaviors, mindset, and preferences towards online shopping,
generating changes that are bound to take root and remain permanent. If we consider that before the health
emergency, 70% of retailers and wholesalers were not organized for online sales, while in 2020 e-
commerce at European level reached a value of 757 billion euros, with a growth of +10 compared to 2019,
we understand how much the health emergency marked a real explosion of online commerce, highlighting
the importance of digital transformation that has stimulated manufacturers, retailers and the entire retail
sector to open new online sales channels to adopt new omnichannel commerce solutions.

Today eCommerce is consciously chosen for daily purchases by an increasing number of Italians. In 2021,
the incidence of B2c eCommerce on total Retail sales, an indicator of online maturity, reaches 10% (it was
9% in 2020). In the product component alone, penetration increases from 9% in 2020 to 10% in 2021 (+1%
point over 2020), with a smaller increase than that observed between 2019 and 2020 (+3% points).
Although ecommerce is still a secondary channel, it is the growth engine of all retail. In 2020, thanks to e-
commerce, the crisis for retailers was less bitter. Moreover, digital is bringing innovation to the retail world

because of its ability to push towards new models of interaction with the consumer. Online has led to a
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new conception that does not compare online and offline but understands that innovation can really come
from the union of these two channels. E-commerce will not destroy the physical world, which remains an

important component to carry on the relationship with consumers.

1.3 Stores of the future: what is an omnichannel strategy

Omnichannel is a concept that has become increasingly important in the retail world in recent years. In
2020 it became even more important thanks to the push for digitalization caused by the pandemic and in
2021 the trend was confirmed. As of today, in Italy, multichannel consumers - i.e., users who make use of
eCommerce services or for whom digital plays a role in their purchase path - are 46.1 million, equal to
88% of the Italian population over 14 years old (52.6 million).

Just a few years ago, to buy something, you would go to the physical store, search, evaluate, compare, and
eventually buy. The digital transformation has also overwhelmed the shopping experience, transforming
it into something different, more articulated, and more complex, although, in a certain sense, also more
fascinating. With the advent of ecommerce, users began to buy online, but soon the "contaminations"
began: some go to the physical store, examine and try the products, but then buy them on the web; others
gather information online, after which they prefer to finalize the purchase in store. The combinations can
be many. As a result, retailers have had to adapt and have had to first change their mindset, and then begin
to offer solutions that can adapt to this new type of shopper who moves quickly, agilely, and frequently
between online and offline. Several terms have been coined to identify these trends: multichannel (or
multiple touchpoint approach), cross-channel, omnichannel.

The year 2020 has brought about a decisive change of pace towards omnichannel strategies by Italian
companies, notes the fourth edition of the Omnichannel Customer Experience Observatory promoted by
the School of Management of the Politecnico di Milano. In the year of the pandemic, with the inevitable
acceleration in the use of digital technology also in purchasing, more than 8 out of 10 companies have an
explicit and structured governance model to implement omnichannel strategies. At the same time,
however, the Observatory points out, there are still too few companies that have a mature approach to

omnichannel, capable of generating significant impacts on business performance.

131 Retail 4.0

The digital revolution has forever changed the way people shop. The growing popularity of smartphones,
tablets and wearables has spawned new mobile shopping habits. Traffic in physical stores has been
declining for years, by an average of 5%, a seemingly irreversible trend.

30% of shoppers choose and buy only in physical stores; about 55% search online for a product but then

buy it in a physical store; less than 10% buy online; the few that remain choose in store and then buy
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online; a strong majority, about 85% still buy in store, but shopping is increasingly influenced by the web.
Despite everything, the physical point of sale still remains the heart of the shopping experience, the
strongest point of contact of customers with the brand and the base from which to structure omnichannel
shopping. But it's now inevitable: consumers are increasingly experiencing a dual analog and digital life,
using fixed and mobile technology, and are influenced not only by traditional media but also by social
media. It's called Retail 4.0: many different formats that exploit the physical and virtual worlds, the cloud
and mobility, increasingly choosing hybrid and hyper convergent solutions.

1.3.2 Multichannel, cross-channel and omnichannel

Multichannel, reads the survey released in April 2018 by the Omnichannel Customer Experience
Observatory of the Politecnico di Milano, stands for the development by the company of multiple
touchpoints, which enrich the portfolio of channels offered to customers. Some examples are the social
channel, the mobile app, the chatbot, etc., which are added to the others that already exist.

According to the report of the Multichannel Observatory, promoted by the School of Management of the
Politecnico di Milano and NielsenlQ, presented during the conference "Multichannel 2021. Fast forward:
the future beyond recovery", 88% of the Italian population over the age of 14 has used the Internet in at
least one phase of the purchasing process. Users who use digital channels with maturity, Digital Rooted
(7.1 million, +24.6%) and Digital Engaged (10 million, +13.6%) are growing, estimated at 62% by 2031.
Brands are more attractive if they are sustainable: 73% rate positively brands that take sides on ethical and
social issues, 57% reward them in their purchasing choices. Travel, electronics/information technology
and insurance are the sectors for which users make the most use of digital channels at all stages of the path
to purchase. The physical store remains central in FMCG, pharmaceuticals/supplements, beauty, and
apparel.

An evolutionary step is the cross-channel that requires the design of integrated services between multiple
channels (typically two). Some examples are click & collect services, which presuppose that the order is
placed online but picked up at the point of sale, or geo-localized advertising that aims to push users into a
physical store.

Omnichannel represents a further evolution of cross-channel. Not only does it put the consumer at the
center, but it provides for an interconnected system between all points of contact. There is, therefore, a
transfer of data between different channels and consistent content strategies. In this way the user can not
only interact with the company with a multiplicity of options, but also live the same experience on all
touchpoints and have no interruptions in the path from one to the other. It's possible for the user to start an

activity on one channel and continue it on another, without having to start all over again.
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1.3.3 The acceleration caused by the pandemic

From the fourth edition of the Omnichannel Customer Experience Observatory, promoted by the School
of Management of the Politecnico di Milano, it emerges how the Covid-19 health emergency has
completely overturned the habits and behaviors of consumers, who have begun to use digital tools more
frequently, both for personal (including acquisitions) and professional reasons. This has led companies to
face a significant change of scenario, which sees the adoption of an omnichannel strategy (OCX) as a
priority. Most Italian companies have had to make important decisions in a short timeframe to make the
most of digital and keep the customer-business relationship active (or evolve). For nearly three-quarters
of the companies surveyed by the Observatory, the emergency has greatly (34%) or fairly (38%)
accelerated the transformation of their strategies and projects to omnichannel (OCX).

Looking at the most significant impacts found, 45% of the companies analyzed saw a reduction in the
timeframe of projects supporting the OCX that were already planned; 32% saw a change in culture within
the company, together with a greater understanding of the omnichannel needs of its consumers; in 30% of
cases, some stand-alone projects were activated that had not been budgeted for, such as the birth or
development of eCommerce, online advisors for sales or assistance through video-calling systems, but also
new communication channels such as chat and the enrichment of the experience with additional content
or services with the aim of integrating them in omnichannel logic. The Scientific Director of the OCX
Observatory confirms that the right foundations have been created for a more pervasive digital
transformation of customer management processes.

One of the areas where a greater boost has been observed concerns the awareness of the strategic
importance of creating a new model of company-customer relationships. More than 8 out of 10 companies
have an explicit and structured governance model in place to implement new OCX initiatives: in particular,
in almost one in three companies, a specific structure has been created and codified in the corporate
organizational chart that is responsible for OCX, and in almost 5% there is no group dedicated to the topic
because the omnichannel approach is totally pervasive in the organization. Finally, the development of
specific skills on the customer experience and data management front was among the priorities for
omnichannel projects in 2020. It emerges, in fact, from the companies analyzed, the introduction of new
resources: with digital skills and customer experience management in 64% of cases and data management
in 36%. Finally, for over 68% of companies, the Customer Experience Manager is present or being
researched and for 57% the Omnichannel Project Manager. This goes to support the evidence that for about
half of the Italian companies analyzed by the observatory, omnichannel is considered as a founding
element of the digital transformation that the company is going through and, as such, the whole

organization is involved.
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1.34 Retail has changed permanently

Retailers have known for some time that the future of their industry lies in a very different kind of retail
experience: more e-commerce-focused, more digitally enabled, more personalized, more sustainable, more
integrated between offline and online shopping, among other imperatives. The pandemic anticipated that
future by many years. More customers than ever, including some of the previously most resistant segments,
are shopping online, and retailers have no choice but to commit to making this step change in the in-
ecommerce adoption works better for both customers and shareholders.

However, it's not that easy. Retailers established their operating models in the pre-digital brick-and-mortar
era - with stores originally designed to optimize foot traffic and traditional shopping routes. Few retailers
were fully prepared for a transition to digital on this scale and at this pace.

Many retailers have begun to successfully institute omnichannel services, such as same-day shipping,
curbside pickup, and home delivery. In fact, a whopping 93% of retail executives told us that their company
already offers curbside pickup or locker pickup. And nearly a third (31%) said this was a regular service,
while 62% said it was just for the 2021 holiday season. Despite this, few retailers are truly connecting the
dots to streamline their online and offline in a holistic way. And that's a problem: Without a change in the
operating model, more e-commerce simply means more costs and less profitability for retailers, because
with online shopping, the retailer takes on the burden and cost of many activities that store shoppers do
themselves, whether it's collecting, packaging, or transporting products home. For an industry where

margins are already thin these additional costs could be unsustainable in the long run.

1.35 The future? Go with OMO

The solution then is to commit to fully integrating online and offline; restore the purpose, function, and
operating model of the store itself. This online-merge-offline (OMOQO) model asks retailers to be bold in
reimagining the way they operate across all retail channels. It means going beyond of "cookie cutter" stores
and developing a portfolio of stores that is more diverse and better tailored to the needs of customers and
local markets. An OMO model will also allow for a reduction in operating costs. This allows for more
investment in new experiences and will help drive profits.

It is also more aligned with consumer needs and expectations. A growing number of shoppers want an
omnichannel retail experience that includes the store as a crucial part of their overall shopping journey.
For example, one-third (32%) of consumers say that being able to purchase items in store and then have

them delivered to their homes would definitely drive them to shop with one retailer over another.
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1.4 The Next Digital Consumers

Consumer behaviors are settling into a new normal, as people everywhere learn to live with the reality of
COVID-19 and as more countries reopen parts of their economies. The impact of the pandemic varies by
region, but in a survey conducted by McKinsey in 2020, five key themes emerge among consumers around
the world:

- Shift toward value and essentials

- Escape to digital and omnichannel
- Shock to loyalty

- Health and "caring" economy

- Home economics

The first theme concerns the shift toward value and essentials. Although some countries have reopened,
many consumers globally continue to see their incomes declining, and they are not feeling overly
optimistic about their countries' economic prospects. This is especially true in Asia, Europe, and the United
States, while consumers in China and India remain more optimistic. Many people expect COVID-19 to
negatively affect their finances and daily routines for several years, so consumers are paying attention to
their spending and switching to less expensive products. As they expect a prolonged period of financial
uncertainty, consumers are continuing to shift their spending largely to essential products, such as groceries
and household supplies, and cutting back on most discretionary categories.

The second theme is about the escape to digital and omnichannel. Most categories of product saw more
than 10% growth in their online customer base during the pandemic, and many consumers say they plan
to continue shopping online even when brick-and-mortar stores reopen. In addition to e-commerce, other
digital and contactless services (including curbside pickup, delivery, and drive-through service) are also
seeing much higher adoption rates. While some of these habits are seen as a solution to the crisis, many
at-home solutions to regular activities are likely to be adopted in the long run.

It is true that the COVID-19 pandemic has driven unprecedented numbers of consumers into digital
channels, but some consumers have begun using those channels less in the six months leading up to April
2021. That’s one of the findings from a new McKinsey survey of global consumer sentiment conducted in
April 2021. Companies can look to hold on to newly digital consumers by improving digital experiences,
investing in “phygital,” and putting consumer trust at the heart of all they do. With consumers having
reached high levels of digital penetration in most regions and industries, the acceleration into digital
channels now seems to have leveled off in both Europe and the United States (Figure 5), with consumers
in some industries saying that they will be using digital channels less frequently once the pandemic ends.

As a result, even as total digital adoption remains above pre-pandemic levels, many industries and regions
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may see a modest negative net change in post-pandemic digital use relative to 2020. That may be
unsurprising given that consumers during lockdowns had little choice but to shop online, and to turn to at-
home-entertainment options. Now that consumers have more freedom to choose, they may express a

preference for more physical-channel interactions in certain industries.
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Chart 5: Digital adoption in Europe and US, McKinsey 2020

Another emergent theme regards the shock to loyalty: For certain products and brands, COVID-19 caused
supply-chain disruptions. And when consumers couldn’t find their preferred product at their preferred
retailer, they changed their shopping behavior: many consumers have tried a different brand or shopped at
a different retailer during the crisis. Over 60% of global customers have changed behavior, many of them
for convenience and value (Figure 6). Value, availability, and quality were the main drivers for consumers
trying a different brand (Figure 7). These changes are expected to shape consumer habits even beyond the
effects of COVID-19; for example, research shows that at least 65% of consumers in China and the United

States who have tried a new behavior plan to maintain it after the crisis.
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Customers who have tried new shopping behaviors since COVID-19
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Chart 6: Customers who have tried new shopping behaviors since Covid-19, McKinsey 2020
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Chart 7: Top 3 reasons for shopping a new brand, McKinsey 2020

With health and ‘caring' economy has been named the tendency of consumers to buy more from
companies and brands that have healthy and hygienic and show care and concern for employees. The final
theme relates to the home economy; in most countries, more than 70% of respondents are still not
comfortable resuming their 'normal’ activities outside the home. Consumers expect to resume some of their

out-of-home activities soon, with shopping being first on the list.

141 One year after the outbreak of the pandemic: focus on Europe

Despite the different variants of COVID-19, European consumer optimism and spending intent rebounded
strongly between February and October 2021, led by younger, vaccinated consumers. The resilience of
this optimism and intent, however, is continually being tested as Europe continues to face several waves
of COVID-19. Italy, Spain, and France all enjoyed a near doubling of consumer optimism, while German
consumer confidence also increased significantly. Half of European consumers reported that finances were
back to normal and indicated a willingness to spend across most categories. Older consumers wanted to

indulge in food and travel, with clothing topping the list for Generation Z and millennials.
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Omnichannel - shopping and researching both online and in stores - proved firmly entrenched for more
than half of European consumers across all product categories, particularly for sports, apparel, and home
purchases (Figure 8). Thanks to mobile apps, remote shopping and home delivery, consumers have adopted
new and lasting habits and mindsets.

Product searches and purchases by channel

Meal at restaurant
Groceries/food for home 44 52

Personal-care products

Meal at quick-service restaurant

Pet food supplies

Vehicle

Kitchen and dining

Fitness and wellness services

Skin care and makeup 28 61

Footwear

] Sl
IS BN

wn
7y A
o

Books, magazines, and newspapers

Jewelry
Home improvement, gardering supplies
Accessories (e.g., handbags, sunglasses)
Vitamins, supplements, and OTC medicine
Food takeout and delivery
Apparel
Home decoration, furniture
Sports and outdoor equipment, supplies

Toys and baby supplies 15 67

Consumer electronics 11 57

% of respondents who purchased in these categories during the period under study

® Research and purchase only in-store ® Omnichannel » Research and purchase only online

Chart 8: Omnichannel shopping reality, McKinsey 2020

Consumers were changing their allegiances as the pandemic continued, with an unprecedented number of
European consumers, particularly younger ones, trying out new brands, retailers, and websites. Some 66%
of consumers tried new ways to shop, and of those, 37% tried new brands due to unavailability, novelty,
or value. Spanish and Italian shoppers were more willing than French, German and British shoppers to
change their shopping habits. Gen Z and millennials were almost 40% more willing than baby boomers to
try any new shopping behavior, including new brands, retailers, websites, and methods, like curbside

pickup (Figure 9).
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Behaviors in the period under study
Generational Cut

All customers Gen Z Millennials Gen X Baby boomers

% of respondents

Any new shopping behavior “ “
Different retailer/store/website “ n
Private label/store brand “ “ n

New digital shopping method 26 n
New shopping method 23 “

Difference from all respondents @ <-3 @ Between-3and+3 @ >+3

Chart 9: New shopping behaviors, McKinsey 2021

Looking at the routine out-of-home activities in all five countries, they increased from 11% in February to
51% in October, driven by work, daily needs, and friends and family (Figure 10). Customers are returning
to work, social gathering, and shopping trips; travel and some out of house entertainment still lag. But
three-quarters of consumers remained cautious due to the new variance. Nearly 60% of Spanish consumers
resumed normal activities, compared with about half of French, Italian and German shoppers. Only 44%
of vaccinated UK consumers resumed normal activities, compared with 54% of unvaccinated consumers.
The Delta surge convinced about three-quarters of Italian, Spanish, French, and UK consumers, but only

about half of German consumers, to change their behavior.

Out-of-home activities done in the period under study

Work Work ouside my bore_ N 75 Entertain.  Dineindoorat aresaurantor b NN ¢
. . . ment
Shopping Shop for groceries/necessities _ 93 Go out for family entertainment - 25
Shop fornon-necssies |
O for non-necessities 75 Attend an indoor cultural event - 28
Gotoa shopping ot I 64
Attend an outdoor event - 26
Transport/  Travel more than 2 hours by car _ 39
travel isi i
Use public transportation _ 55 Visit a crowded outdoor public place _ 50
Use a ride-sharing service ||  IIIIEEN 37 :’:::onal Go to a hair or nail salon _ 43
Travel by airplane - 13 Go to the gym or fitness studio _ 51
Travel by train 31 N
 — Social Get together with family | <8
Stay in a hotel - 22
Rent a short-term home - 19 Get together with friends _ 65

Chart 10: Out-of-home activities, McKinsey 2021

In the research period (October 2021), as the holidays approached, nearly half of Europeans intended to

resume browsing and shopping in-store, with more than a third spending earlier than usual. 76% of

European consumers planned to shop differently this year, mostly online. Europeans showed concern about

product availability, particularly younger ones, and reported shopping well in advance. What emerges is
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that if reported intentions hold true, online shopping will account for one-third of new shopping behaviors,
with social media disproportionately influencing Gen Z and millennials. About one-third of European

consumers said they would buy from multiple retailers, with value for money being the primary reason.

1.4.3 Conclusion on customers behavior and company responses

While the world has now moved from dealing with the COVID-19 crisis to recovering and reopening
economies, it is clear that the period of isolation has had a profound impact on how people live. The period
of contagion, self-isolation and economic uncertainty has changed the way consumers behave and, in some
cases, this will for years to come. New consumer behaviors span all areas of the of life, from how they
work to how they shop to how they entertain. These rapid changes have important implications for retailers
and consumer packaged goods companies. Many of the long-term changes in consumer behavior are still
underway, giving companies the opportunity to help shape the next normal.

Large shifts toward new behaviors hide significant variation. While sweeping claims about the new digital
world are becoming increasingly common, the reality is that the pace at which we will arrive at the next
normal, and the path to get there, will be far from uniform. Will the new behaviors fade away or last into
the next normal? Obviously, it depends on several factors, but one overriding fact concerns the consumer
experience. Are the new behaviors appealing and a good experience? Are they more satisfying than the
behaviors they replace? The answer to these questions will have a significant effect on whether new
behaviors will stick. In Italy, for example, 60% of consumers shopped online during the crisis, but less
than 10% found the experience satisfying. This suggests that there will be only a limited increase in the
long-term use of e-commerce by Italian consumers. China, on the other hand, has seen a high level of new
adoption with a high percentage of consumers indicating that they will continue to shop online after the

pandemic.
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Value-driven behavior changes occur on a spectrum

Spectrum of COVID-19 shift

- —_—

Ki Italy France US. UK China .
Seeking Avoid
human | W ocicl contact
: . -
Interaction Will the pull be reverse?
EU us China India Brazil
Sustainability | I
refreshed < = = » downgraded
COVID-19 as a Hygiene, safety, and economics
wake-up call? over sustainability
Us EU China India Brazil
el I
of small” ; s : . A-brands
Preferences for China always had Reliance on large,
trusted brands a global-and trusted brands
national-brand focus
China US EU
Exuberant L Consumption
T D . ocoion

consumerism >
Moderation as part of the
sustainability agenda pre-COVID-19

Chart 11: Value-driven behaviour changes occur on a spectrum, McKinsey 2020

As these new behaviors solidify, companies will need to adapt to fundamentally different consumer
preferences and behaviors regarding how consumers get their information, what and where they buy, and
how they experience the product or service. Many companies will need to increase their investment in
insights and plan to stay on top of the changes. As consumer-facing companies look at the landscape of a
changed consumer journey, they should focus on key points of engagement with their customers. With
health concerns paramount, both shopping the aisles and going through checkout need to become as touch-
free as possible. Already, consumers concerned about infection have moved decisively away from cash
payment to cashless systems and credit cards. Getting customers to buy will require an omnichannel
experience that includes drive-through, curbside pickup, and other delivery options that cater to the new
emphasis on health, safety, and convenience. We have also seen shoppers migrate to established large
brands in a desire to seek out trusted sources. Given the likelihood of continued uncertainty, companies
should focus on efforts to renew and build trust with consumers through excellent shopping experiences.
Online shopping has surged, but a significant amount of shopping will still happen physically in stores.
The new hierarchy of needs will put health and hygiene at the top of the priority list. Retailers should
rethink store layouts and opening hours to make in-and-out shopping safe and quick. They also need to
optimize for a different kind of shopper, most notably, one who shops less frequently and consumes less
overall—but buys more per shopping trip. Store assortments will need to evolve as well, to reflect new
economic realities. Value will become increasingly important along with catering to the demand for
multiple price points. There will be increased opportunity for both large national brands and store brands.
With consumer preferences changing rapidly, retailers and other consumer-facing companies need to
provide a strong feedback loop. That means improving their ability to collect data and qualitative feedback

to stay ahead of the trends.
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While the details of the next normal are still unclear, its overall contours are coming into focus. Because
many of the longer-term changes are still being formed, companies have an opportunity, if they act now,
to shape a positive future.

1.5 To conclude

E-commerce will never replace the tangible things of trying on a piece of clothing or walking out of the
store with your purchase. The future of retail will see the coexistence of the online and offline channels
together to adapt to changing consumer behaviors. The latter will demand more and more different
experiences, and retailers to meet these needs will give rise to different formats of stores. Given the novelty
of the theme, the current paper wants to put the basis of the investigation on what the store formats roles

are, starting from what scholars have done until today.
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2. Literature Review

2.1 Introduction

The current analysis aims at providing an updated systematic -literature review of those scientific papers
concerning the main objective of the presented work:
o The role of physical technology-enabled retail stores within the competitive landscape faced by retail

companies

2.2 Scope of the analysis

The study encompasses the analysis of the most relevant scientific papers in the field discussed,

concerning:

e The State of the art of retail business models

e The Cutting-edge research in the field of in-store and omnichannel services, necessary to provide a
clear picture of the offer related to specific stores formats

e The existing academic contributions around smart technologies, enabling different store environments
and experiences

e The main models existing in the literature to classify the different typologies of stores across different

industries, the core theme of the proposed thesis

Therefore, the purpose of the analysis can be summarized in the two following aspects:

e Research and categorization of the existing scholars’ contributions concerning the presented topics in
order to highlight what has already been studied and developed about the role of physical retail stores
in the current scenario

o Identify gaps in the research with the aim of defining possible opportunities for future studies

2.3 Methodology

The presented analysis has been drafted following a four-step methodology. After a first phase of research,
a second phase of consequential paper selection for systematic review has been performed. Hence, a third
phase focused on an in-depth analysis of the selected research studies identified. Finally, the fourth phase

covered existing gaps present in the literature in order to provide a clear picture for further research areas.

29



Paper Research

Entry Key words
identification for relevant
paper discovery

Publication years interval

Sources Identification ..
definition

¢

Paper Selection criteria

Definition of the dimension of the pool of scientific

Definition of the unit of analysis .
papers to be reviewed

¥

Paper Review

Classification of scientific
publications according to
relevant characteristics

Classification of scientific
papers according to the
research method

¢

Classification of scientific
publications according to
the content

Identification of gaps and areas for further investigation

Chart 12: Systematic literature analysis flowchart

2.3.1 Paper research and selection

Q) Sources ldentification

The academic papers object of the analysis has been collected spacing from different internationally

recognized sources:

e Scopus: Database of Abstracts and citation for scientific papers concerning academic research

e Google scholar: Search Engine allowing to discover academic and scientific papers through the usage

of keywords
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(i) Publication years interval definition

The time interval on which the current research has been drafted involves all the major academic papers
published after 2010, internationally considered the year of birth of Retail 4.0. The mentioned limitation
has roots in the need of the current work to highlight store roles enabled by smart technologies, hence,
those contribution belonging to a time period antecedent to the surge of retail 4.0 and intelligent

technologies is considered as not relevant and aligned to the purpose of the thesis.

(iii)  Entry keywords definition for significant paper discovery

The last step of the paper research phase has been the active search of the most significant and useful
academic papers within the scope of the current work, drafting a compelling list through the usage of the
following entry keywords within the sources previously mentioned: “Physical retail”, “Brick and mortar”,
“Smart retail”, “Smart store”, “Intelligent Store”, “Connected store”, “New retail formats”, “future of
retail”, “multichannel”, “omnichannel”, “Retail business models”, “Retail technologies”, “Store

9% ¢

technologies”, “Role of physical stores”, “retail formats”.

2.3.2 Paper selection criteria

Q) Selection of the unit of analysis

The unit of analysis identified has been defined as the single scientific paper extracted from books and

international meetings or published in an international peer-reviewed journal. All the paper ultimately

selected in the current literature review analysis own two significant common aspects which influenced

the selection:

e The specific academic research could help in framing the state-of- the-art knowledge base related to
the role of physical stores within the retail industry

e The publication encompasses themes that could significantly act as a starting point for further research
investigations or single pieces to be framed in the development of a model to classify the possible roles

of physical retail stores

(i) Dimension definition of the pool of scientific papers reported

The current systematic literature review objective concerns an in-depth analysis of the existing studies

involving the core theme of thesis: the role of technology-enabled retail stores. The final sample of
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publications gathered involves those documents which are coherent with both the scope of the analysis

and the selection criteria presented. Hence, the paper selection phase led to an outcome of 48 academic

contributions.

2.3.3 Paper review

ID Title Author Year Document Source Research

type type method

1 From selling products to Tian, X., Ding, Y. 2011 Article Journal Case study
selling services: A new retail
business model

2 Innovations in retail business Sorescu, 2011 Article Journal Other
models A., Frambach,

R.T., Singh,
J., Rangaswamy,
A., Bridges, C.

3 In store augmented reality: Cuomo, 2014 Article Journal Other
Retailing strategies for smart M.T., Tortora,
communities D., Metallo Prof.,

G.

4 Enabling physical analytics in Rallapalli, 2014 Article Journal Other
retail stores using smart glasses| S., Ganesan,

A., Chintalapudi,
K.K., Padmanabha
n, V.N., Qiu, L.,

5 Business model transformation Cao, L. 2014 Acrticle Journal Hybrid: Case
in moving to a cross-channel study +
retail strategy: A case study Interviews

6 Business model innovation in Lange, V.G, 2014 Acrticle Journal Case study
the retail industry: Growth by Velamuri, V.K.
serving the silver generation

7 Omnichannel customer Juaneda-Ayensa, 2016 Article Journal Conceptual
behavior: Key drivers of E., Mosquera, Model
technology acceptance and use A., Murillo, Y.S.
and their effects on purchase
intention

8 A study on 10T enabled smart Nayak, R.S., 2016 Acrticle Journal Other
store Shreenivas Pai, N., (Feasibility

Nayak, A., Akhil Study)
Simha, N.

9 Omnichannel retail operations Gao, F., Su, X. 2017 Acrticle Journal Conceptual

with buy-online-and-pick-up- Model

in-store
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10 Measuring customer Bustamante, 2017 Article Journal Conceptual
experience in physical retail J.C., Rubio, N. Model
environments

11 Consumer adoption of smart Kim, H.-Y., Lee, 2017 Article Journal Hybrid:
in-store technology: assessing J.Y., Mun, Survey +
the predictive value of attitude J.M., Johnson, Conceptual
versus beliefs in the K.K.P. Model
technology acceptance model

12 Use of the Smart Store for Hwangbo, 2017 Article Journal Case study
Persuasive Marketing and H., Kim,

Immersive Customer Y.S., Cha, K.J.,
Experiences: A Case Study of
Korean Apparel Enterprise

13 Application-driven cloud- Rodi¢, 2017 Conference Book Simulation
based control of smart multi- A., Jovanovic, Paper Series
robot store scenario M., Vujovié,

M., Urukalo, D.

14 Smart stores: A scalable foot Abrishami, 2017 Conference Book Analytical
traffic collection and S., Kumar, Paper Series Model
prediction system P., Nienaber, W.

15 Enhanced in-store shopping Meegahapola, L., 2017 Conference Conferen Other (testing)
experience through smart Perera, I. Paper ce
phone based mixed reality Proceedi
application ng

16 Luxury Fashion Brand Arrigo, E. 2017 Book Book Case study
Sustainability and Flagship Chapter Series
Store Design. The Case of
‘Smart Sustainable Stores’

17 The Future of Retailing Grewal, D., 2017 Acrticle Journal Framework

Roggeveen, A.,
Nordfalt, J.

18 Offline showrooms Bell, 2018 Acrticle Journal Conceptual
in omnichannel retail: Demand D.R., Gallino, Model
and operational benefits S., Moreno, A.

19 The future von Briel, F. 2018 Acrticle Journal Hybrid:
of omnichannel retail: A four- Conceptual +
stage Delphi study Analytical

20 Mapping touchpoint exposure leva, M., Ziliani, 2018 Article Journal Hybrid:
in retailing: Implications for C. Survey +
developing Analytical

an omnichannel customer

experience

33




21 Futurising the physical store in Alexander, 2018 Book Book Interviews
the omnichannel retail B., Cano, M.B. Chapter Series
environment

22 Cannibalization and Kim, J.-C., Chun, 2018 Article Journal Analytical
competition effects on a S.-H. Model
manufacturer’s retail channel
strategies: Implications on an
omni-channel business model

23 Customer engagement through Lee, 2019 Article Journal Analytical
omnichannel retailing: The ZW.Y., Chan, Model
effects of channel integration T.K.H., Chong,
quality ALY .-L., Thadani,

D.R.

24 Conceptualization Shi, S., Wang, 2019 Article Journal Hybrid:
of omnichannel customer Y., Chen, Survey +
experience and its impact on X., Zhang, Q. Conceptual
shopping intention: A mixed-
method approach

25 Technology adoption for the Savastano, 2019 Article Journal Case study
integration of online—offline M., Bellini,
purchasing: Omnichannel strat F., D’ Ascenzo,
egies in the retail environment F., De Marco, M.

26 The Value of Rapid Delivery Fisher, M.L., 2019 Article Journal Other
in Omnichannel Retailing Gallino, S., Xu,

JJ.

27 Adding Voice to Pagani, M., Racat, 2019 Acrticle Journal Framework
the Omnichannel and How that M., Hofacker, C.F.

Affects Brand Trust

28 Omnichannel 34uropean34t Taylor, 2019 Review Journal Other
strategies: defining the concept D., Brockhaus,
and building an agenda for S., Knemeyer,
future inquiry A.M., Murphy, P.

29 What kind of in-store smart Bézes, C. 2019 Review Journal Framework
retailing for
an omnichannel real-life
experience?

30 Virtual reality, real reactions?: Pizzi, G., Scarpi, 2019 Acrticle Journal Conceptual
Comparing consumers’ D., Pichierri, M., Model
perceptions and shopping Vannucci,
orientation across physical and
virtual-reality retail stores

31 In-store location-based van de Sanden, 2019 Acrticle Journal Hybrid

marketing with beacons: from

S., Willems,
K., Brengman, M.,
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inflated expectations to smart

use in retailing

32 Potentials of digital business Harting, R., 2019 Conference Conferen Analytical
models in the retail industry — Reichstein, C., Paper ce Model
Empirical results from Laemmle, P., Proceedi
35uropean experts Sprengel, A. ng

33 Developing a generic retail Haas, Y. 2019 Article Journal Framework
business model — a qualitative
comparative study

34 Improvement of the business llin, 1., Voronova, 2019 Conference Conferen Framework
model of network retail in 0., Knykina, T. Paper ce
FMCG sector Proceedi

ng

35 Omnichannel retail operations He, Y., Xu, Q. 2020 Article Journal Analytical
with refurbished consumer Model
returns

36 Store of the future: Towards a Alexander, 2020 Article Journal Interviews
(re)invention and B., Blazquez
(re)imagination of physical Cano, M.
store space in
an omnichannel context

37 The effects of BOPS Kong, R., Luo, 2020 Article Journal Conceptual
implementation under different L., Chen, Model
pricing strategies L., Keblis, M.F.
in omnichannel retailing

38 Quick response Yang, D., Zhang, 2020 Article Journal Conceptual
and omnichannel retail X. Model
operations with the ship-to-
store program

39 Impact of buy-online-and- Huang, M., Jin, D. 2020 Article Journal Analytical
return-in-store service Model
on omnichannel retailing: A
supply chain competitive
perspective

40 Going with the flow: smart Ameen, 2020 Article Journal Analytical
shopping malls N., Tarhini, Model
and omnichannel retailing A., Shah,

M., Madichie,
N.O.

41 Consumer-computer Roy, S.K., Balaji, 2020 Acrticle Journal Framework

interaction and in-store smart M.S., Nguyen, B.

technology (IST) in the retail
industry: the role of
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motivation, opportunity, and

ability

42 Looking to the future of Morrison, 2020 Review Journal Other (review)
commerce: retail G., Marcotte, D.
transformation as connected 2020
consumers embrace smart
homes and smart stores

43 The effect of queuing Obermeier, 2020 Conference Book Analytical
technology on customer G., Zimmermann, Paper Series Model
experience in physical retail R., Auinger, A.
environments

44 The role of the store in Miquel-Romero, 2020 Article Journal Other
managing postpurchase M.-J., Frasquet,
complaints M., Molla-
for omnichannel shoppers Descals, A.

45 Evolution of retail formats: Gauri, D., Jindal, 2020 Article Journal Conceptual
Past, present, and future R., Ratchford, B., model

46 Designing an Omni- Artusi, F., Bellini, 2020 Article Journal Framework
Experience to Save Retailing E., Dell’Era, C.,

Verganti, R.

47 Change in technology-enabled Alexander, 2022 Article Journal Hybrid:
omnichannel customer B., Kent, A, interviews +
experiences in-store Conceptual

Model

48 The evolution of the digital Palmié, 2022 Article Journal Hybrid:
service ecosystem and digital M., Miehé, Interviews +
business model innovation in L., Oghazi, Conceptual
retail: The emergence of meta- P., Parida, Model
ecosystems and the value of V., Wincent, J.

physical interactions

Table 1: Scientific paper classification

The table presented, coherently with Natarajarathinam et al. (2009), highlights the key characteristics of

each paper and the research method(s) adopted by scholars. Furthermore, papers are presented in

chronological order with the purpose of providing a clear understanding of the most recent interests in the

research concerning the core topic of thesis, aligned with Perego et al. (2011).
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(1) Classification of scientific publication according to the most relevant characteristics

65%

29%

6%
]

2018-2022 2013-2017 2010-2012

Chart 13: Classification of articles according to the year of publication

Analyzing papers according to the year of publications it is possible to denote the related newness of the
publications involved in the analysis. In particular, observing the chart, about 65% of the contributions
reported belongs to the last 4 years as Alexander and Kent (2022). The oldest papers presented in the
analysis (2010-2012) are mostly related to the theme of retail business models, which, differently from
retail 4.0-related research, already guaranteed a consistent number of academic contributions along the
years considered.

77%

13%
6%

[ ] -
[ | ——

Article Review Conference Paper  Book Chapter

Chart 14: Paper classification according to the document type

Observing the reported chart is possible to state that most of the considered publications within the current
systematic literature review used the article format (77%) as Sorescu et al. (2011). The analysis involves
also relevant scholar contributions categorized as review, conference paper and book chapter format (the
remaining 23%) as Rodic et al. (2017).
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(i) Classification of scientific papers according to the research method and technique

The classification of scientific papers according to the research method and technique follows the
suggestions of Meixell and Norbis (2008). The author identified the following typologies of research
methods:

- Analytical model: development of a mathematical model to tackle an issue;

- Conceptual model or frameworks: collection, classification and generalization of information;

- Case study: a real situation is described and analysed,;

- Interviews: open-ended questions;

- Surveys: close-ended questions;

- Simulation: testing a real process through a computer programme;

- Others

31%

19%

17% 17%
10%
4%
2%
B > m
Analytical Conceptual  Case Study Interviews Surveys Simulation Hybrid Others
Model Model

Chart 15: Classification of articles according to the Research Method(s)

The systematic literature review analysis highlights scholar preferences for the Conceptual model method
for research concerning the theme of the current work. In fact, around the 31% of documents, together
with most of hybrid research method-related papers, adopt the mentioned option. In addition, such method
has been used by those authors who published the most closed papers in terms of content to the one of the
current theses, as Gauri et al. (2020), which developed a conceptual model to classify store formats
according to the related focus on customer experience rather than friction reduction purposes. The spread
usage of frameworks helped the selection of the correct criteria to study the theme of the current work: a
hybrid research method based on the combination of interviews and case studies as input for the
development of a conceptual model. The exhaustive illustration concerning the research method adopted

in the current work will be deep dived in the next chapter.
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(iii)  Classification of scientific papers according to the content

For the mentioned typology of classification, a tailored model has been developed in order to frame the
main themes emerged from the investigation of the papers, which in turn constitute the basis of the analysis.

Retail Business Models

Value-added Services & Experiences Smart Technologies

Role of the Retail Store

Figure 1: Model for paper classification by content

The four typologies of content presented, object of the current classification, have been selected on the
base of the following motivations: correctly classify papers concerning the core theme of thesis and
understand what drives a specific store role rather than another one. The mentioned aspect is the direct
consequence of the Retail business models choice, which in turn is enabled by the combination of value-
added services & experiences and smart technologies. The combination of the all the above-mentioned
aspects contributes to shape the specific role acquired by the store. For this reason, the classification
embraces the mentioned four different topics:

- Retail business models

- Smart technologies

- Value added services & experiences

- Role of the retail store

Within the four presented main contents, many sub-contents have been identified in order to analyze in
depth the papers gathered and provide a clear picture of the current contributions. The mentioned sub-
classification will result particularly relevant for the phase concerning literature gaps analysis and areas
for further investigation identification. In the following table, papers have been classified according to the

mentioned content and identified sub-contents.

e Retail business models

Future of retail von Briel, F.2018

Grewal, D., Roggeveen, A., Nordfélt, J., 2017
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Retail business model innovation

Artusi, F., Bellini, E., Dell’Era, C., Verganti,

R., 2020

Palmié, M., Miehé, L., Oghazi, P., Parida,
V., Wincent, J. 2022

Sorescu, A., Frambach, R.T., Singh,

J., Rangaswamy, A., Bridges, C. 2011

Lange, V.G., Velamuri, V.K. 2014

Ilin, 1., Voronova, O., Knykina, T. 2019

Haas, Y.2019

Tian, X., Ding, Y. 2011

Challenges of new retail business models

Kim, J.-C., Chun, S.-H., 2018

Impacts of new digitally-enabled retail

business models

Harting, R., Reichstein, C., Laemmle,

P., Sprengel, A. 2019

Physical stores business models

Alexander, B., Blazquez Cano, M.2020

Arrigo, E., 2017

Bell, D.R., Gallino, S., Moreno, A. 2018

Role of the retail store

Store role in the omnichannel scenario

Cao, L. 2014

Alexander, B., Cano, M.B. 2018

Miquel-Romero, M.-J., Frasquet, M., Molla-
Descals, A., 2020

Gauri, D., Jindal, R., Ratchford, B., 2020
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Table 2: Papers classification according to content

(iv) Findings of the classification according to content

20% 31% 31%
()

8%

Retail Business Models ~ Smart technologies  Value-added services & Role of Retail Stores
experiences

Chart 16: Papers classification according to contents

The systematic literature review analysis showed uniformly distributed publications among retail business
models, smart technologies and value-added services & experiences’ topics while still a limited attention
has been given to the role of retail stores in the omnichannel scenario faced by retail companies, which

occupies just the 8% of the overall literature considered.

e Retail Business models

The theme of retail business models has been considered particularly relevant within the current analysis,
as mentioned before. In particular, retail business model definition represents the key driver for the
attribution of a specific role to physical stores. Papers identified within this theme are distributed as follows

among many sub-contents:
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Chart 17: Retail business models papers classified according to sub-contents

Academic contributions concerning the retail business model topic are mainly focused on how to innovate
the business model (50%) as Sorescu et al. (2011) which see innovation as changes in three design
components: the way in which the activities are organized, the type of activities that are executed, and the
level of participation of the actors engaged in performing those activities. Physical retail business models
take the second place in in terms of sub-content popularity. Article belonging to the mentioned class focus
on how to design retail formats and environments in order to improve the in-store customer experience as
Alexander and Cano (2020). Lower attention has been given by scholar to themes as future of retail,
challenges of new retail business models and the impacts of new digitally enabled business models which

occupies, correspondingly, the 14% and 7% in the case of last two topics mentioned.

e Smart Technologies

The second theme considered concerns smart technologies and the related application within retail stores
environments. Smart technologies represent the key enabler of retail business models shaping different

roles of physical stores within the competitive landscape.

53%

27%

20%

Single technology deep- Technology combination: Customer adoption of innovative
dive/impacts classification/impacts in-store technologies

Chart 18: Smart technologies paper classified according to sub-contents
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The review of papers belonging to the smart technology topic highlights the focus of the current literature
on the analysis of the impact brought by a single technology in smart retail environments (52%) as
Rallapalli et al. (2014) which analyzed how smart glasses can enable predictive analytics within physical
stores. A smaller percentage of scholars (27%), acquiring a holistic perspective, studied how the
combination of different technology use cases can create value within retail stores as Savastano et al.
(2019) which investigated how store technology can positively affects the customer experience in an
omnichannel retail environment and if the early adoption of in-store technology by retailers produces a
sustainable competitive advantage. Finally, the remaining 20% of papers concerns technology adoption by
final costumers, showing contributions as the ones of Juaneda-Ayensa et al. (2016) which developed a
conceptual model to classify key drivers of technology acceptance and use and their effects on purchase
intentions, highlighting as key determinants of purchase, in order of importance: personal innovativeness,

effort expectancy, and performance expectancy.

o Value-added services & experiences

The third theme analyzed is related to value added services & experiences. The mentioned topic, as smart
technologies, represents the specific declination of a specific retail business model, which in turn drives

the attribution of a specific role to physical retail stores.

67%

33%

omnichannel services and experiences Single Omnichannel Service deep-
combination: classification/impacts dive/impacts

Chart 19: Value added services & experiences papers’ classification according to sub-content

Contrary to what emerged from the smart technology topic deep-dive, the value added-services &
experiences literature focuses on understanding impacts of omnichannel services and experiences as a
whole (67% of papers). An example is provided by Shi et al. (2019) which employed a mixed-method
approach to conceptualize omnichannel customer experience in a framework. The remaining 33% of
papers focused on the single omnichannel service deep-dive as Fisher et al. (2019) which focused on

understanding the value of rapid delivery in Omnichannel Retailing.
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e Role of the store

The mentioned topic represents the core theme of thesis, however, the small number of papers directly
addressing the theme made useless a further classification according to sub-contents. The objective of the
current paragraph is about providing a clear picture of the scholars’ research findings related to the role of
physical stores in the omnichannel competitive landscape. The first paper dates back to Cao (2014) which
Identifies the physical store as a hub linking different channels, becoming the source of value creation in
omnichannel retailing. Years after, Alexander and Cano (2018), brough the research to the next step,
confirming that physical stores are not anymore just the place where transactions take place but has to be
seen as a place for interaction in which the different channels of the retailer come together via the
technology. Miquel-Romero et al. (2020) investigated, instead, the role of the store in managing post-
purchase aspects for omnichannel shoppers. The first structured classification of physical stores roles in a
conceptual model has been provided by Gauri et al. 2020 which proposed a framework to classify retail
stores roles across two variables: friction reduction in the customer journey and customer experience

delivered.

2.34 Identification of gaps and areas for further investigation

As emerged from the reviewed literature, a number of missing topics have been found. Some gaps are now

presented in order to provide some insights useful for further studies:

- The current literature around physical retail stores is still fragmented
While strong attention has been given to each single topic and content presented, the retail literature
is still fragmented, missing a holistic perspectives which, employing an “all-in-one” approach to the
lists of topics presented, embrace in one comprehensive paper all the relevant aspects of physical retail
stores, from retail business models definition and the related declination in smart technologies and
typologies of services/experience to be adopted, to the different store formats choice and the role

attributed to physical retail stores.

- Inthe current literature, the role of by physical retail stores is still an underrepresented topic
While the literature demonstrated to be solid for what concern the major portion of themes concerning
retail, a marginal attention has been given to the core topic of the current work. For this reason, the
objective of this thesis is to further deep-dive the roles of retail stores, bringing scholars’ research

related to the mentioned topic to deeper level of investigation.
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3. Objectives and Methodologies

This chapter deals with the methodology adopted to achieve the ultimate objective of the thesis: answering
the research question. Starting with the gaps arisen from the literature review, the research question was
formulated and the appropriate methodology to cope with it was conducted.

The thesis is part of a broader research context, which is the Internet of Things Observatory of Politecnico
di Milano, with whom there was a constant contact and continuous support during all the phases of this

research,

3.1 Objectives

The first clear aspect that emerged from the literature review is the general scarcity of scientific
publications about this core theme of the current thesis. In particular, from the literature review emerged
that little attention has been paid so far to the identification of the possible roles that can be assumed by
physical stores within the competitive landscape faced by retail companies and made possible thanks to
the new technologies. Furthermore, there is a lack of a systemic and comprehensive vision on the relation
among retail business models and the related physical stores. For this reason, the objective of this study is
about filling, at least partially, this gap and help retail companies to make the next decision in order to gain
a possible competitive advantage over competitors. More in detail, the main objective of this thesis is to

answer the following research question:
RQ: What is the role of the store in an omnichannel perspective, enabled by smart technologies?

In particular, within the revolution that retailers are experiencing in the "Smart Retail" scenario, the
importance of physical stores is becoming fundamental, if these are connected and integrated with
customers and with the online channel, that continues to move forward; for this reason, in the Retail sector,
smart technologies, that are the enablers of this new deep integration, are becoming fundamental and need

to be studied in depth together with how they shape the store in an increasingly omnichannel perspective.

Trying to answer this question means exploring all the variables that concur to the final output of the study

Practically, the answer to two sub-questions can support the primary one.
1.  What determines the competitive advantage of today's physical stores?

Firstly, is important to understand on what parameters retailers of today are building their competitive

advantage, what relevant dimensions they are investing in, and the initiatives taken in each dimension. The
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customer needs, the customer experience, the product, the services, the technology, are some of the
dimensions that could make a difference. This is important to try to understand how the near future of
retail will be shaped. Certainly, today the customer is at the center: to offer an increasingly better customer
experience, which encourages the customer to return to the store each time, not only to make purchases,
but to enjoy a genuine memorable experience, or take advantage of new exclusive services, all made

possible thanks to technology.

2. What are these technologies and how are they shaping the role of the physical store?

Subsequently, by varying the number of different technologies used in store together with the different
services adopted by the retailer to increase the customer experience, it is possible to observe how the
physical store takes on a different role in the today’s competitive landscape.

To sum up, the main purpose of this research is to understand which these new roles of the store are and
how it is possible to classify them in a comprehensive framework, in order to give in order to give strategic

insights to the retailers of tomorrow.

3.2 Methodology’s structure

To achieve the thesis’s goal, it was possible to identify the phases making up the methodology structure,
listed in the Figure 21.

Literature Review

Case Study

Model Development

Figure 2: Methodology structure
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3.2.1 Literature review

First of all, a systematic literature review was carried out in order to frame in a more methodical way all
the scientific publications regarding the topics of interest in the Retail sector and the omnichannel strategy.
The literature review was conducted on the basis of a three-step methodology:

o Phase 1: Paper selection, research and selection of papers focusing on the topics of interest;

o Phase 2: Paper review, in-depth analysis of the selected literature;

o Phase 3: Identification of areas for further research, detection of gaps and areas for further

investigation.

3.2.2 Case Study

The literature review brought to light the current issues, which constituted the starting point for further
explorations that led to the identification of many innovative brands in the retail sector, which proved
critical to the achievement of the goal. In particular, a case study of the retail industry was carried out, with
the most innovative companies in the sector as the unit of analysis. These companies together with data,
reports and analysis from reliable sources were used to obtain information on the technological

characteristics of the innovations introduced in the Retail sector and on possible strategic evolutions.

3.2.3 Model development

The study of these brands provided a clear and broad view of the area studied. Each case read, saw the
store involved in different dynamics from the traditional ones, and although each one was different from
the other, it was possible to find common elements in several cases. Therefore, the final objective was
established as a qualitative model of classification of the roles that the store assumes in today's competitive
scenario, in relation to the dynamics that characterize it. Once understood this, a work of refinement has
begun in order to define the possible scenarios and the relative necessary variables. In particular, a first
draft of the variables was created, based on what was learned from the different cases analyzed. These
variables have been grouped into two macro categories: technology innovation and services offered. These
were taken into account as axes of classification for the different roles, which were then defined in relation
to the variables that each of them included and those that were excluded. By simply counting the number
of technologies (X-axis) and the number of services (Y-axis) that each role included, it was possible to
identify a precise point in the Cartesian graph. Moreover, to give a clearer and more complete view, for
each role we went to investigate more about the technologies used, making a further distinction between

back-end, front-end and omnichannel enabling technologies
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3.24 The approach

The development of this thesis primarily follows a qualitative approach due to the nature of the topic
addressed. In fact, the deductive logic inherent in qualitative research is the perfect way to handle a
question of this type, which relies on observations of reality and the changes that are being witnessed in
the retail world. Despite this, we have tried to give an even more objective view by introducing a numerical
measurement for the positioning of the various roles within the graph. The main sources of information
were: Internet, scientific publications and interviews with some of the top innovative players in the retail
world, which are typical of the gqualitative approach and have proven useful to validate the model. In
particular, each of them was conducted as a semi-structured interview. This is defined as "a qualitative
research method that combines a predetermined set of open-ended questions (questions that stimulate
discussion) with the opportunity for the interviewer to further explore particular themes or responses"
(KnowFife.com). In fact, starting with a few general questions, then explored in detail, it was possible to
uncover the intimate dynamics of technological innovations within the store. The semi-structured
interview was the perfect tool to address the uncertainty of the situation and give more structure to the
fragmented data collected from the different papers. By using the qualitative approach throughout, it was
possible to collect high quality data and to give it a structure, which was extremely necessary for writing

the framework and providing reliable results.
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4. Case Study

The current chapter encompasses a deep dive of the retail sector, adopting the single innovative physical
store case as a unit of analysis. For the analysis, the most relevant fourteen companies were selected. The
brands analysed were reported anonymously as a matter of privacy and grouped by industry within the

retail sector.

4.1 American luxury department store chain

RETAIL A
This retailer, which belongs to a category often criticized for its inability to evolve, has stood out among
department stores for its innovative approach and generally positive earnings results.
At the forefront of this innovation is the department store's merchandise-free concept store, which opened
for the first time in October 2017. It has been touted by experts as a clever differentiator for the retailer in
question, and, potentially, its savior as department stores struggle for survival. The concept takes a page
from the showroom strategy of direct-to-consumer brands like Bonobos, but it also invokes an idea at the
core of its historic value proposition, service. What makes this new store concept different is its focus on
the space where service and experience meet, going beyond a simple showroom. There is no inventory for
sale: instead, shoppers can choose their favorite looks online before visiting the space, to have the
merchandise there waiting for them to try on and purchase if they want. The stores offer three main
services: online order pickup and return, alterations and styling advice, and tailoring services. Other
offerings, including nail services, in-store bars, and services such as stroller cleaning or clothing donations,
vary by location. Although the concept was launched years ago, it's finally becoming clear how much of
an impact these stores could have on the retailer's future. The department store opened two local stores in
Los Angeles in the fall of 2018 and another in New York City in September 2019, and now has five total
in those two cities: three in Los Angeles and two in New York City. What's emerging is that customers
who interact or engage with this new store, spend two and a half times more as a direct result of that
engagement. Probably evidence that ease and speed and some sort of time value matter a lot to today's
consumers. Their model of the future is not dissimilar to how they have always served customers over
time, which is to stay focused on their customers and adapt and respond as they need, and this new concept
is an example of that. Part of the hope for this retailer in launching more local locations is to accumulate
more frequent visitors. It will attract people with additional services like shoe and bag repair, and gift
wrapping available at the two new local stores in New York. The company said the 1,800-square-foot
space on the Upper East Side will also offer stroller cleaning for busy moms. And the roughly 2,200-
square-foot space in the West Village (Figure 22) will have a section dedicated to showcasing products
from popular brands on a rotating basis.
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Order Pickup & Returns
Alterations & Styling Help
| Shoe Repair

Baby Gear Services
Clothing Donations

Figure 3: Upper East Side store and in the West Village

Like other department store chains in 2019, the big retailer faced added pressure as more brands began
investing in their own stores and websites, instead of relying heavily on wholesale partners. More women
have also turned to subscription boxes and rental or styling platforms like Stitch Fix and Rent the Runway
for apparel. The retailer has tried to tap into this trend by placing Rent the Runway boxes in some of its
local stores. An even bigger mark was made by the retailer in New York in 2019, opening its first full-size
department store for women in the city. It had already opened a men's store just across the street in 2018.
The main space contains six restaurants, including some run by famous Seattle chefs. Despite the great
competition with department stores it continues to face such as the new Neiman Marcus at Hudson Yards
mall, Macy's at Herald Square, Saks Fifth Avenue and Barney's New York on Fifth Avenue, this retailer
has managed to create a store that stands out from the crowd, a fact confirmed by the rise of its stock in
recent years. Certainly, this new type of store is entirely innovative, one that has had and will continue to

have an impact on how department stores view physical retail in the future.

4.2 Design furniture

RETAILER B

The retailer in question started out successful as an ecommerce business but has long since launched
several physical stores around the world, at the request of their customers, who were excited that they
wanted to touch and feel the product before buying, to get a better understanding and insight into the
business. Basically, be as inspired as they were online, in store with a team of people who know the
product. The pieces chosen to show in-store are the newest, bestselling, major products coming out of
collections, but also look at seasonal trends. But in the decision of what to show also comes into play e-
commerce through feedback from customers who come in and ask for a specific item, and this is ordered

to be then displayed in the showroom. It's a pure e-tailer, so looking at the customer journey obviously

52



starts online. Customers find the website directly or through their social platforms, online advertising, etc.,
but 80% of their customers who actually go to the store are familiar with the brand, some of them for many
years before they actually come to the showroom. About 80% of people, actually have done their
homework and go to the store. It usually takes about one visit to convert, mostly because of the homework
that customers have done, they've gone to other retailers and compared our prices and our products. Once
they come into the showroom and see the quality they're getting from our offering for the price, usually
the decision is made there and then. But there are also many people who come back on multiple visits
because it's a really measured purchase, they need to bring their partner or go home and take measurements
and double check fabric samples for example. The fact that we have a physical store, it has changed the
buying behavior of customers over time. Showrooms give customers the confidence to buy from them;
they tend not to start with basic products like they do online. Many people start with pillows or a light,
whereas if they go to the showroom, they usually make a more measured purchase, so they buy the sofa,
bed, or closets. The average order value for visitors is about 530 pounds, compared to 265 pounds online;
so, there is a big difference between online and offline for the retailer in question. This difference is mainly
due to the way the showrooms are set up. The goal is to make it very inspiring: so, by putting together
small sets of rooms, customers coming in, they actually see everything in the set of rooms, and they might
realize that it actually matches what they are looking for. As a result, they buy more than one item.
Handheld tablets are also provided that customers can use once they enter the showroom (Figure 23). Each
item they touch is added to a list that they email themselves - so they don't forget that little item that might
be that pillow or that lamp or the rug that they particularly liked. They have all the details inside the tablet,
which means the number of items they buy, and the average order value goes up. In order to offer this type
of service, the company has partnered with Cloud Tags to use NFC technology, which it believes best suits
its business model. In addition to being an experience for the consumer, the use of technology allows the
company to derive important insights. Every single item in the showroom has a label, which can be tracked
as well as every single postcard. Based on the number of taps those certain products receive, it's possible
to know which items are the most popular in the showroom and which are the least popular, so that products
that don't capture the customer's attention can be eliminated so that the store can be a truly commercial
showroom for customers. In addition, using this technology also allows us to track customer behavior
online, e.g., if they go to order fabric samples or purchase an item. CRM emails are also sent to customers,
reminding them of the "wish list" they've filled out and how they can use it. But most importantly, it allows
customers to serve themselves in the showroom, so staff can take care of the more difficult details like

larger orders and better advice on what might be best for the specific customer.
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Figure 4: Showroom, Soho, London

Today, the European design brand has adapted to growing digital demand by introducing several initiatives
to improve customer experience and engagement.

These include the launch of its first 3D virtual showroom (Figure 24). With the help of VR headsets,
shoppers can experience the Amsterdam showroom and explore its products in from every angle. Opened
in late 2019 and located above the brand's showroom in the Dutch capital, the 80 sqgm apartment has been
furnished with a host of design-led furniture, lighting, and home accessories from the brand’s latest
collections for as a "see-now-buy-now" experience. The interactive showcase spreads across four rooms
presents three key trends. As viewers move through the virtual space, they can click on a series of tags for
individual stories behind the products, from design details to inspiration and designer collaborations. A
complementary audio guide, led by the design director, is also available. For a full VR experience, keen
shoppers can pick up a Google Cardboard for free from one of the retailer's seven showrooms across
Europe. Alternatively, on Instagram via a special augmented reality (AR) filter, fans can look through a
portal into The Apartment, or switch to a 'selfie mode' where they will be virtually placed inside the space
to explore each room in 360°. The brand’s chief creative officer affirmed that what the retailers have
experienced globally in these years has resulted in many brands completely rethinking the way in which
they present their products and engage with their customers. In addition, he stated that the digital
technology has become more important than ever in helping to stay connected, and the pandemic has made
its brand — as a digital-first brand — work even harder to offer their audience something innovative and
inspiring to experience. The virtual apartment enables them to maintain a dialogue with their customers
across the globe, while introducing the brand to a much wider fanbase beyond what a physical space can
offer. This is considered by the same retailer, the start of something new and exciting, and it looks to
explore further activations that blend physical and digital experiences in the coming months. Meanwhile,
an Al-powered ‘Shop your Photos’ tool allows customers to shop and find the brand's products based on
their photos or Pinterest inspiration, while a 3D viewer enables customers to place products in their homes
with the help of AR and overlay the dimensions of the furniture they are planning to purchase. A
partnership with an important tech company was also developed: Complete the Look, which uses

technology to allow customers to switch the products in a room and get a feel for how different pieces look
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together; and Virtual Designer, similar to the above but more exhaustive. After answering a series of
questions, the tool ascertains the customer's tastes and allows them to design their room with suggested
color palettes and the brand furniture.

Figure 5: Virtual 3D showroom and the virtual apartment

4.3 Mattresses Industry

RETAILER C

One of the most popular boxed bedding companies has launched its first official brick-and-mortar store in
New York City. After spending four years selling its bedding items exclusively online and in select retail
partners, the company opened the doors to its first permanent retail location in Manhattan's NoHo
neighborhood in 2018. The 3,000-square-foot space is decorated with try-on stations, sleeping pods and
décor that's quirky enough to make customers feel like they're in a playful wonderland, as opposed to a
traditional mattress store. The goal is to create an incredible experience: a no-pressure, no-people-selling-
on-commission environment, explained the company's co-founder and chief operating officer. The
ambition is to create places that are fun and exciting. More like Apple Stores and less like a traditional
mattress store. To create this non-traditional space, the company outfitted its Sleep Shop with a series of
small houses where visitors can pop in to try out the brand's many different mattresses (Figure 25). While
these mini bedrooms have walls for privacy, they also have open roofs and soothing sounds of nature,
meant to produce an environment of relaxation and peace. That's because, according to its co-founder,
buying a mattress, sheets or pillows is one of the most intimate purchases one makes, so customers need
to be mentally relaxed and comfortable so they can find the right product. After trying one of the famous
brand's beds, customers can try out its pillows and sheets, examining not only the feel, but also the materials
used to make the products. If they like something they saw, they can buy it right there and walk out with
their new accessories the same day. Or if they prefer to be shipped, the company promises to have them
delivered to any New York City location in two hours or less. According to the in-house team, the plan is
to see how consumers respond to the NoHo store and work from there to refine the brand's retail
experience. If things go well, the brand hopes to open locations in Los Angeles, San Francisco, Austin,

Atlanta, and Chicago.
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NoHo

Let our Sleep Specialists help you find your next mattress in store

or via video call.

Book a Nap Appointment

Figure 6: Store in NoHo, New York, and web site view

The company had shortly before opened its first nap showroom, instead of a bed store, in New York City,
called The Dreamery. The concept was the same, simple, and brilliant. People could schedule a nap break
at The Dreamery to enjoy 45 minutes of rest for $25, in one of its nine fully equipped sleep pods decorated
with the brand's beds, sheets and pillows with a sleep mask included. After their nap, guests could enjoy a
cup of coffee in the lounge (Figure 26). Bathrobes, earplugs, and makeup wipes were also available to
make guests feel comfortable. Walk-ins were also welcome.

The Dreamery's 45-minute block of time was based on science that finds it's the optimal time people need
to refresh and recharge in the day, without feeling groggy afterward. The Dreamery has taken the company
to a whole new level in experiential retail. Since its founding in 2014 as an exclusive e-commerce business,
it has rapidly expanded into physical retail, establishing various partnerships with different retail players
since 2016. By 2018, it had opened 15 of its branded pop-up stores in major cities across the country. A
special feature in each pop-up store was a home-like environment where customers could test mattresses
for 20-minute trial sessions. But that clearly wasn't enough time to get the full brand sleep experience. So,
when he opened his first permanent showroom in New York in 2018, he took over the retail space on the
same block for The Dreamery. The company has thus disrupted the traditional mattress retail business
because they have positioned themselves are not just in the business of selling mattresses and bedding
products but rather in the business of providing customers with a better sleep and shopping experience.

The products they sell are just the means to that end.

56



Figure 7: The Dreamery, New York

With this, the physical store plays a key role. The brand's stores serve as the foundation for the "awareness"
and "consideration™ phases of the buyer's journey, but they are also part of the "repeat” phase. Their e-
commerce site is used for smaller purchases to test the brand. The consumer "buys a mattress and pillow
for their daughter online,” but then "buys a king mattress, sheets, and 2 pillows for the master bedroom™
at one of their physical stores. The e-commerce site is used as a gateway to make larger purchases in a
brick-and-mortar environment. After trying the brand's sleep products in-store, consumers feel more
comfortable making a purchase online - so omnichannel is essential. Even afterwards, consumers return to
the physical store to make repeat purchases, which demonstrates the integral value of a physical store

presence for the brand to allow consumers to touch and feel their products.

4.4 Sportswear industry

RETAILER D

A brand that is increasingly attentive to offering stimulating retail experiences integrated with the latest
technologies available on the market. The flagships, such as the latest concept opened in the heart of New
York in Soho, and then replicated in the major capitals of the world, are the concepts where to experiment
with innovative solutions in a highly engaging environment.

The physical store has an extreme need to "reinvent itself". Customers are changing their buying habits.
This brand has made a precise and convincing choice by creating its first interactive physical store under
the banner of 360° direct experience. The customer has many areas where he can test the products and get
in touch with the values of the brand. As a result of an increasing attention to the Customer Experience,
this brand has created a real "place of entertainment”. A Store that loses some of the characteristics of the
"sale" to acquire the sports center, the gym but also the museum. Large spaces and specific equipment with
which to play basketball with friends, jog on treadmills, play soccer and much more.

A store on five floors for a total of 6,000 square meters in which the brand creates a solution of continuity
between digital and physical aspects. Entering the new store is almost like being in a large gym or sports

center where the staff, instead of asking if they can help you make a purchase, encourage you to try “the
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unique experience of a branded product”. In the store there are various tools to test products, record their
performance digitally and be guided by the employees on the choice of the most suitable products to
improve their results. On the 5th floor, for example, the Basketball Trial Zone (Figure 27) has been
installed (half a basketball court for trying out shoes and doing personalized drills), the space is surrounded
by screens for a more complete immersion of the user in real game sensations, thanks to images and sounds.
The court is equipped with various kinetic sensors that can capture body movements and project them on
a big screen. On the 1st floor for women and the 3rd floor for men is the Running Trial Zone (Figure 27),
which allows visitors to try out the most suitable shoes for jogging and professional running on a treadmill

that has a mega screen in front of it with running scenes filmed in the streets inside Central Park (where

people in New York City usually go running).

Figure 8: Basketball Trial Zone and Running Trial Zone in the new Noho flagship

The store is therefore highly digitized, starting with various screens where you can browse the brand's
product catalog that indicates which products are available in the store. For the first time, the brand has
also introduced the Brand NBA connected jersey: by downloading the dedicated app, customers can frame
the label of the uniform to immediately access content related to the NBA and the specific team: footage
of games, interviews, Spotify playlists listened to by each athlete before the match, but also possible
services for customizing the garment. In fact, this was the Brand that first, many years ago now, introduced
the concept of sneaker customization. In this flagship the 'Book a product+ 1:1' service allows you to make
an appointment to have a personalized consultation. It is also present, exclusively, the Brand by NYC, a
sneaker customization studio with delivery in just 3 days.

But the experience offered in the new flagship doesn't end there: there are other areas of the store, those
dedicated to the showroom and to the sale of products, but it is important to highlight the mastery of the
brand in transforming the concept taking inspiration from the forms of the museum: products placed in
transparent showcases in the shape of a column completely closed. In this case the customer can only
observe and admire the new products on display. A new strategy to elevate the brand and transform

products into true works of art.

58



45 Consumer electronics

RETAILER E

This brand aims to innovate by supporting different approaches, some quite interesting like the one that
came to life in 2020 Wuhan, China. In a scene that looks like something out of a sci-fi movie, a pair of
robotic arms twist and turn above their heads as they serve shoppers in the new unmanned store in Wuhan
Optics Valley. The store boasts a seamless design, automating step-by-step supply and storage of
inventory, display, and sales. The store sells the brand's latest products, but given the type of store,
particularly bulky items such as smart TVs and the like are not available. For the time being, it's meant to
serve items like smartphones and accessories, but it may not stay that way. Customers can reserve online
or buy on the spot. The store is open 24 hours a day, and purchases can be finalized using the large display
located outside. After selecting and paying via smartphone app, a large robotic arm springs into action,
deftly grabbing and carrying merchandise to an operations table, where the customer's order is completed

by a cohort of smaller robots and delivered to the clearance window (Figure 28).

Figure 9: Unmanned store in Wuhan Optics Valley

The store's architectural theme is cylindrical; the customer interface is wrapped in 360-degree bulletproof
glass. The 234 storage units are divided into seven divisions, covering most of the brand's product types.
The two robotic arms were provided by Wuhan-based startup Cobot. The company focuses on 3D vision,
force control, intelligent sensing, and flexible gripping technologies for industrial robots. Its industrial
robotics operating system "COBOTSYS" is enhanced by ML models.

Cobot's robotic arms are widely used in warehouses, and the algorithms and system design for this brand's
retail store is not much different - only the hardware has been modified. Cobot CEO Miao Li says that
compared to picking up items in warehouses, food, and pharmacies, selling cell phones is much easier:
"They are standard-sized boxes, and the phone models in each box are fixed." The new store is
conceptually similar to NODE + Ministore, the world's first robotic supermarket, which was designed by

Caobot and operating partner Node Plus.
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4.6 Luxury Fashion Industry

RETAILERF

In 2021, thanks to its partnership with Tencent, the brand in question has opened a 539-square-foot, 10-
room store that marries the concepts of social retail, or the integration of physical stores with online tools
and digital channels. The Shenzhen store, located in the same city as Tencent's headquarters, is aimed at
millennials and Gen Z customers. According to the brand's Senior Vice President, the brand's new store
was born precisely from the need to have to offer younger consumers not only the opportunity to be able
to buy products, but also to live real experiences that allow them to get to know the brand through social
media, especially through WeChat. In China, consumers are now accustomed to living experiences in
physical stores. Thanks to social retail, in addition to the possibility of discovering and getting to know the
brand in a fun way, a fundamental element is the sharing of the experience on social media. "In this store,
it's about trying to connect online life with in-store life so that one adds value to the other." The
collaboration with Tencent was key in providing the brand with typical social retail tools and placing
customer interaction on WeChat as the centerpiece of the new store. This was made possible through the
WeChat Mini Program. Through it, customers can interact in the store to perform various activities such
as making appointments, trying on items, contacting customer service, learning about new products and
exclusive content, and sharing it with friends. In the store there are also numerous QR Codes useful for
viewing additional content such as the history of the product or brand, and models wearing the item (Figure
29).
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Figure 10: Models wearing the item visible by QR code and interactive window inside the store

An absolute novelty is the possibility to book a fitting room, select the playlist created by the brand and
adjust the lighting. Figure 29 shows an interactive window, or "living sculpture,” that reflects the viewer's
formand responds to body movement, also an additional element found in the store. The more the customer

interacts with the brand, the more the brand earns points through the "social currency”. The points collected
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are used to unlock exclusive content and personalized experiences. Each customer is also assigned a cute
reindeer-like character that evolves as points are collected. In addition to new characters and outfits for
their characters, customers can receive exclusive items on the cafe's menu and access to the "Trench
Experience," a digitally enhanced room designed to help customers create content to share on social media,
including the chance to try on a trench coat.

The store represents the beginning of a new phase in the brand's digital strategy, says the Vice President,
who has been with the brand since 2011. Digital has been the brand's focus since 2009, when it launched
The Art of the Trench, a social media app that made use of user-generated content and continued in 2012
with the Regent Street store in London, designed to be like walking through Burberry's website. I London
flagship store was very much about in-store theater and digitally augmented retail, but it existed within the
physical environment. After recent success in testing separate concepts, including video games, "dropping"
products on Instagram and creating an app for store associates to communicate with global customers, the
brand wanted to combine them across the store and the mini program.

Obviously, the brand is interested in how it could take these themes and concepts elsewhere, but at the
moment, it seems that elsewhere, it's necessary to work with multiple parties, as there isn't an ecosystem
where you could make it all work as seamlessly as you can in China, because there is just such a wide
adoption of WeChat. Still, the store is definitely not a "one-off concept store," he says, and the brand is in
the process of rolling out components of the experience more broadly in China and adding more elements
as it tests what's popular with consumers and the level of engagement. And for those who don’t want to

engage onling, the store is still designed to look and feel like a familiar luxury space.

4.7 Bicycle industry

RETAILER G

A family business that, for its 100 years of history, renews its flagship to enrich the customer experience
with more opportunities to try products and customize them, in paths that offer maximum flexibility in the
use of physical and digital channels. The brand in question is a historic German manufacturer and retailer
of bicycles and bike accessories. Founded in 1907, this family-owned company has had a great
development since the 1980s, with the launch of catalog sales and then in the 2005s with the first opening
in a 6,000 sgm megastore, in Westphalia. In 2016, the company completely renovated the flagship,
integrating the online and in-store experience. The purchase path of its customers is free and simple: you
can start configuring the bike online and complete it in the physical store, saving the project with data and
choices on your loyalty card, or conversely you can start the process in the store and finish it at home on
a PC, tablet, or smartphone. In the store there are several iPad stations near the bikes and there are three
large configuration screens where the bike created can be seen in real size. Purchases of products that

require individual choices, such as saddles or shoes, become very simple, safe, and fast thanks to the
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technologies used. In the store you will find measuring stations for the ischial bones and feet. The data is
saved in the respective customer accounts - for future purchases via the online store, the software compares
the measured data with the product range and shows the customer all suitable items - a perfect interaction
between online and offline.

Many of the purchasing processes are developed totally or predominantly autonomously by the customers.
The company, however, is strongly oriented to their satisfaction, so the delivery of the ordered bike is
carried out in the store by an experienced employee who shares the customer’s choices and is available for
any advice and final changes. The delivery takes place in a reserved room, which adds a touch of
exclusivity, complicity and intimacy that gratify customers. The display in the sales area and the
presentation of products communicate a great passion for cycling and bikes.

The company has also set up various stations to test the products, such as one for pumps, another GPS for
demonstrations of the various navigators and a dark room to test the lights. You can also try on glasses in

the wind tunnel and have them fit your face perfectly.

4.8 Apparel Industry

RETAILER H

This brand is always very committed to improving its environmentally responsible approach and
increasing the durability and sustainability of its products. Already in 2011, the independent American
brand had tested an online store on eBay to sell second-hand items: recycling, repair, and reuse, therefore.
The "Worn Wear" project goes in this direction: the program was first launched in 2017, repairing,
recycling, and upcycling used clothing. Previously, customers had to bring clothes to any of the brand's
stores to participate and receive a credit. In 2019, the company launched a shipping option for the program.
In an effort to reduce the amount of clothing that ends up in landfills, the brand is giving customers the
option to mail in the brand's used clothing in exchange for purchase credit as part of its Worn Wear
program. Eligible clothing must work perfectly and be in good condition - complete with tags and working
- the retailer said and will be accepted through the brand's Worn Wear program. Items can be shipped
using a prepaid label. In exchange for accepted clothing, customers will receive a credit that can be used
to purchase items at retail stores, online and on WornWear.com. Certainly, the items received are inspected
and cleaned before being resold online. This program has been very profitable for the brand, with more
than 120,000 units sold in the previous two years. An achievement that has prompted the brand to go
further. In fact, also in 2019, it opened its first Worn Wear store in Boulder, Colorado. The pop-up took
the place of the old store at 1212 Pearl Street (the store was recently relocated). It was open through
February 2020, offering thrifty and environmentally conscious Boulder residents the chance to browse
used and refashioned clothing, backpacks, bags and sleeping bags in person. The pop-up has also hosted

repair and upcycling workshops, such as a sashiko mending class that teaches functional and decorative
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sewing techniques. In addition to used gear, the pop-up offered products from the ReCrafted collection,
launched the same year. Since 2005, the brand has been collecting items that can't be repaired, resold, or
recycled. It transforms these discarded pieces to build new bags, jackets, and vests. ReCrafted products
are made from parts of up to six different garments, and the unique patchwork comes at a price: ReCrafted
Down vests go for $257, about $80 more than the brand's new comparable offerings. With a limited run of
10,000 units, the brand claims this is the largest upcycling project in the industry. Both lines are part of
the brand's circular economy efforts. The brand aims to be carbon neutral or carbon positive throughout
its supply chain and to use only renewable or regenerative resources in their products by 2025. The
recommerce market, as a whole, is expected to more than double by 2023, and is especially popular with
younger generations, according to ThredUp's 2019 Resale Report. As direct-to-consumer models continue
to threaten physical retail, recommrce is a potential growth area that is particularly well-suited to in-person
sales: shopping from home is convenient, but live browsing makes a big difference in assessing the quality
of a used product before swiping the card.

For now, Worn Wear and ReCrafted are only available online and in the Boulder store. The brand has no

plans for more pop-ups at this time, but that this is a first experiment that could lead to more similar

installations in the future.

Figure 11: Worn Wear Snow Tour 2022

Taking another step toward sustainability and innovation, the brand was given just this year in 2022 with
the announcement of the new "Worn Wear Snow Tour 2022."(Figure 30) Already pioneered with great
success in 2020, the brand's Worn Wear repair team will return in their van to various snow resorts in
France, Switzerland, Austria, Germany, and Italy. The goal is to offer skiers and snowboarders free repairs
of broken zippers, punctured or torn fabrics, buttons, rips, all from any brand, as well as teach them how
to repair their gear. The arrival in Italy took place in Aosta, from March 11 to 13. A further confirmation
that the brand has made sustainability its philosophy and invites people to repair clothing and equipment,

instead of buying new, thus avoiding the generation of CO? emissions, the production of waste and refuse
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and reducing water consumption associated with the production cycles of the textile sector. An effort called
for by all to reduce the impact on the planet, a message directed especially to consumers sensitive to the
issue of sustainability.

4.9 Food Industry

RETAILER |

The brand is at the forefront of the digital revolution in the food industry. It opened its first dot.com
warehouse in Croydon, South London, in 2006. It has opened dotcom warehouses in Aylesford (Kent),
Greenford (Middlesex) Enfield (Hertfordshire), another in Crawley in early 2013. In the same year, it
finished construction of 122,082 square feet in Erith, near Bexley, which is its sixth dotcom warehouse in
the UK. The U.K. supermarket highlights the state-of-the-art technology used to optimize warehouse
operations for its online grocery delivery and fulfillment operations. Erith's warehouse utilizes a range of
automated technologies, including a conveyor belt system that incorporates the latest technology that
allows staff to pick up items for customers as quickly as possible. Erith's facility follows the same high-
tech model launched in Crawley, with the latest warehouse and inventory management systems to support
the home grocery delivery business and allow for the storage of 30,000 different types of products under
one roof. In a video posted the same year on the brand's blog, the grocery home shopping brand's CEO
went further by highlighting the importance of the new automated picking and material handling systems
provided by long-time supplier Dematic. Among the most exciting technologies introduced at Erith are in-
person merchandise pick stations, which are a completely different way of doing pick than any other
dotcom center or store.

This allows you to stock a much wider range of products and takes them out of a high-density storage area,
which is high up in the building, and brings them to personal shoppers to pick them up in customers' trays
at exactly the right time. So, it uses technology to give better range and service to customers. The new
automated systems also increase efficiency by reducing the amount of time staff spend picking up grocery
delivery orders online. They allow the retailer to make available to customers "a wider range of products
than we have at any of our other sites," according to the CEO. Erith's facility is the most automated dot.com
warehouse to date, which not only allows them to meet demand in the London area but is seen as a tool to
further drive online business growth. Because of the way they manage the site, they have better inventory

accuracy, better quality of fresh food and, therefore, better service for the end customer.
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Figure 12: AutoStore System and Erith's warehouse implementation

The big grocery giant's innovations in the U.K. don't end there; in 2020, the company enlisted the help of
Swisslog, Ocado's technology partner, to introduce automated robots in its logistics centers throughout the
U.K. Swisslog has provided the UK's largest grocer with an automated pallet retrieval and storage system,
using robots that travel on conveyor belts to pick up and drop off pallets of goods, according to The Grocer.
This system, dubbed "PowerStore," is already being used by other companies in the U.S. and Australia.
Online grocer and logistics technology innovator Ocado also uses Swisslog's "AutoStore™ system in some
of its high-tech fulfillment centers in Erith and South East London (Figure 31). It's automated storage and
retrieval system (ASRS) harnesses the power of warehouse robots for 24/7 order fulfillment within a cubic
layout so dense that it can effectively quadruple storage capacity and unlock the true potential of storage
space.

"For the brand, the system is significantly improving throughput and compared to their traditional racking,
is increasing storage density by up to 60 percent," said Shane Faulkner, Swisslog's UK sales manager.
"The solution eliminates dependence on replenishment from one side of picking, as the processes are now

automated."

RETAILERJ

The giant of the Italian large-scale retail trade, with more than 60 years of history, in recent years has
shown a propensity towards hi-tech shopping. In the Brescia neighborhood of Via Triumplina, the
company opened in 2019, a new concept (the 159th store), a 4900 square meter superstore intended to
influence trends in modern distribution, thanks to the introduction of new technologies. A little over a
week later, in Corso Italia in Milan, a new proximity concept of the company was also inaugurated. This
is therefore the 160th point of sale, a superette with a surface area of 400 square meters.

Triumplina revolutionizes the layout not only because the route offers different ways to access the
shopping but also because at the entrance there are no tills but rather the bar and the pastry shop. The
solution also follows the perfect style of the food company, thanks to the integrated bakery laboratories on
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view behind a window from which it is possible to admire the production processes of 18 types of bread,
focaccia, and gastronomy products. As explained by the Chief Marketing & Customer Office, 80% of
customers use 6 touch screen totems to order at the bar. As an alternative to the traditional checkout
counter, the customer can also proceed with the order via a specific app.

According to the designed route, after the entrance you enter the supermarket from the left side. The floor
plan no longer includes the central boulevard present in the other superstores, but a central block and then
several service islands dedicated mainly to fresh food, in order to better convey the concept of a market
organized in concentric circles. There are essentially three ways of shopping. The first, narrower and more
circular route makes it possible to make purchases and complete a shopping spree in just 7-8 minutes. The
second path, wider, allows you to touch all departments to perfect the complete shopping in a classic way
for a commitment from 40 minutes and up. The third mode is click and drive (collect), i.e., the customer
orders products through the web and picks them up through the parking lot that, among other things, can
accommodate 800 vehicles. In the future, as explained by the brand's management at the inauguration, the
ordering methods implemented for the bar (totem and app) may also be extended to in-store shopping.
Currently, the technology of the store to streamline and manage the shopping independently provides
modern self-scanning and self-payment checkouts with the use of a reader. Also at the checkouts, three
large screens with multimedia content entertain customers in line before the time of payment. In the
Triumplina building great importance is given to sustainability: in the basement there is the first ecological
area with the eco-compactor for PET plastic bottles, which gives the customer a shopping voucher of 0.10
euro for every 10 bottles inserted.

Given that the offer of the store is also accompanied by a prepharmacy and a perfumery, there is also a
children's area, a space that simulates a small supermarket to educate children about shopping. Apart from
the services in the grocery store area, customers can count on an assortment of 24,000 packaged items, in
all the departments that have contributed to the success of the brand: fruit and vegetables in bulk and with
an offer of over 500 products; fishmongers, with dedicated staff offering fresh fish already cleaned:;
butchers, delicatessen and a vast assortment of wines with over 850 labels and a virtual sommelier.

On the other hand, the first proximity supermarket opened by the brand in the superette format, actually
presents a space reduced to 10% compared to the usual format. As pointed out by the press office, this is
an experimental point of sale that bases its essence on omnichannel. Given that this minimarket also has a
bistro bar with open kitchen in the foreground from the entrance. This is a point of sale located in a central
area of Milan (a few hundred meters from Piazza del Duomo), with a lay out that develops on a sales area
on 3 levels. Worthy of note is the use of RFID electronic tags on the packaged goods and on the scales for
weighing and pricing of loose fruit and vegetables, which allow to exploit the Presto Cassa corner (Figure
32). Thanks to the RIFID tags, in this corner, the self-checkout checkout boxes calculate the total bill of
the shopping directly in the bags and without the need to pass under the scanner one product at a time. To
pay, all the customers must do is to insert the entire shopping bag into the shopping bag slot at one of the

four checkout stations. The system automatically recognizes the products and calculates the total amount.
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Of the four checkout stations, two accept cash. If the customer has linked their loyalty card to their credit
card, the payment process becomes even faster. To leave the sales area, customers simply swipe their
receipts at the turnstiles.

Other interesting aspects of the store include the lockers for picking up groceries ordered online, located
at the bottom of the ground floor. Bread and focaccia are 'made by the brand' and come from another
nearby store. Among the curiosities, the button to ask for assistance in the purchase of wines (also available
in the refrigerated display case); the branded water bottles, which can be refilled free of charge by passing
your loyalty card in the station located in the restaurant area.

Figure 13: Technology innovations in the new proximity store

Regarding the prices: the brand assures that they are the same as in the square of Milan. There are no price
promotions, but only linked to the collection of the famous Loyalty Points, as part of the loyalty program.
Finally, the name is ironically linked to the small size of the store, which suggested the idea of 'shortening'

the sign of the original brand. It is accompanied by a new payoff: 'Simple, Close, Fresh'.

RETAILER K

The current trend among European startups involves on-demand food delivery services. There are many
companies today offering to deliver any kind of food genre from fruit to birthday cakes and even booze
within 15 minutes to cities across the continent. Advertisements for their apps are plastered on buses and
billboards, and their couriers are a familiar presence in city centers. But the 'dark stores' that fulfill
customers' orders are much more mysterious - though there are now hundreds of them across Europe, with
dozens more opening every month.

The brand in question is the best-funded fast grocery startup in Europe. Since its launch in Istanbul in
2015, it has raised €840 million and currently operates 54 blind stores in the UK. Today in the UK, the
brand employs 2k people, including 1.85k pickers and drivers, a high number for a tech startup. This dark
store - effectively a small warehouse where products are stored, packed into orders, and delivered to drivers

- is located in a light rail arch. The company employs about 20 people per store, most in their 20s. There's
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a break room with a coffee machine, next to a rack of charged scooter batteries. (All of the scooters used
by the brand are electric).

The interior resembles a corner store, only with slightly narrower aisles. Instead of a cash register, there's
a counter where principals hand their orders to drivers. A computer screen shows current orders as they go
through the steps of the process. There are no buyers, just three pickers who move through the aisles of
the store. They select a few products, scan them, and place them in a bin. Every time a customer places an
order on the brand's app, an alarm sounds in the store. As soon as a picker accepts the order on a handheld
device, the clock starts. Pick rate is a key performance indicator and determines compensation. Pickers
earn up to 3 pounds more per hour if they meet performance indicators, such as fast picking, packing fewer
damaged or missing items, and high customer ratings. When the basket is complete it is placed on the
counter to be packed and the attendant's clock stops (Figure 33). According to one store employee
interviewed about the time it takes on an order, it varies: "If it's a couple of drugstore items, I try to get it

done in seven seconds. If it's 10 items, about 45 seconds."

Figure 14: Part of the process of this major player of the real-time retail delivery

This data drives all aspects of the business: products are selected based on customer behavior; in East
London, for example, customers will find a greater selection of Halal products. The inventory management
system automatically reorders out-of-stock products, and the app only shows items that are actually in the
store. Promotions can be individually tailored to customer needs and product availability; products nearing
their expiration date are often given away for free or are part of a promotion.

In today's enormously competitive and rapidly changing space, quick grocery delivery companies must
transform their business models to survive. A supply chain consultant and former Amazon executive
argues that the future of the space can't just be focused on groceries, but consumers will soon begin to ask
why they can get their groceries in 15 minutes, but can't get a purse, cosmetics, clothing, shoes, electronics,
etc. in the same amount of time. Along these lines, the brand is planning to make adjustments and scale its

focus across different categories.

RETAILER L
Italy’s largest supermarket chain has transformed the customer experience of food retail. After revealing

the Supermarket of the Future showcase at Expo Milano 2015, the big brand along with Accenture worked
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together to bring the concept into the real world by opening the first Supermarket of the Future in Milan.
To show its commitment to providing the best shopping experience for its members, the brand wanted to
create a welcoming and informative retail environment using advanced digital technologies. The goal, to
intercept this new generation of Internet savvy shoppers by leveraging innovative technologies and
devices.

The collaboration sought to strike the right balance in the use of technology to improve the overall
customer experience while avoiding creating obstacles. Each decision was based on in-depth consumer
information, with the goal of a project that offered users tools and guidance to make the shopping
experience as comfortable and personalized as possible.

Accenture worked with the brand in completely redesigning the supermarket's information architecture.
Working with Avanade, a joint venture between Accenture and Microsoft, the brand implemented the IT
infrastructure and analyzed and developed the store's touchpoints. The result is a modular and flexible
solution based on a Microsoft Azure cloud platform that is easily scalable and replicable across a wide
range of stores.

With an established relationship with the brand, Accenture and Avanade continued to experiment with
new solutions and technologies by making ShoppY, an artificial intelligence solution, available to
consumers. But that's not the only innovation introduced in the Store of the Future. From the general
structure of the point of sale to the specific positioning of products on the individual shelves, every detail
has been studied to create a path towards more conscious and informed purchases. Interactive counters,
redesigned vertical shelves and real-time data visualization throughout the store, virtual sales assistant and
staff help a holistic and innovative experience.

Looking in detail at the technologies and innovations in the store:

- SHOPPY is the chatbot to create the shopping list; it is a virtual and personal sales assistant, designed
to help manage the shopping list, get shopping tips, news about promotions, the location of products
in the store or even to know opening and closing times of the same. The chatbot, developed on
Microsoft technology, uses Machine Learning algorithms to learn, anonymously, from the data in the
receipts and return a useful service to customers.

- Interactive counters: the products inside the store are displayed on large interactive counters that, with
a simple movement of the hand, allow to display on a monitor additional information about the
product, including the origin, nutritional values, the possible presence of allergenic ingredients,
instructions for disposal, related products, and current promotions. This "augmented" experience is
made possible by an innovative solution based on Kinect sensors that, through body detection
mechanisms, recognize the customer's gestures.

- Vertical shelves: the layout of the shelves has been rethought and associated with a touch application
that allows the customer to navigate through the various product categories, filter them and search for

what they want, discover current promotions, and view detailed information. This generates an
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"augmented" label that allows the customer to gain in-depth knowledge of the product they are about
to purchase.

- Real-time data visualization: a large screen that projects data and content in real time occupies a wall
inside the store. Among the data displayed, there are brand values, special offers of the day and food
preparation tips, but also news from the social world such as posts on the brand's Facebook page, or

the list of best-selling products and promotions for each category.

The brand thus shapes the future of supermarkets by combining a very high level of personalization,
comprehensive product information and connected devices in line with customers' shopping paths.
Interactive display counters and smart shelves make shopping more targeted and personalized, offering
customers countless product information. With its flagship store, the brand anticipates market changes and

demonstrates its digital leadership in the food industry.

RETAILER M

The Stockholm-based startup was founded with the goal of bringing essential goods to communities that
lack traditional supermarkets, often because the food retailers that served them went out of business and
left residents without convenient access to necessities such as milk, juice, produce, meat and bread, said
the company's founder and chief operating officer. "We saw that there was definitely a need for this type
of service, but to be able to survive with a much lower customer base, we needed to be able to control our
cost of operations to at least maintain some margin and have an acceptable price for the consumer," he
said. While several companies in Asia, the U.S. and now the U.K. are testing unmanned stores in more
urban locations, the startup's co-founder saw the opportunity in rural locations. The solution he and his
team came up with was to build a technical platform that would combine the key functions associated with
providing a grocery store and managing transactions - and make it unnecessary to have on-site staff to
manage operations.

The first store opened in spring 2019 in a 300-square-foot custom modular facility (the size of a mobile
home) in Balsta, Sweden, a town about 30 miles northwest of Stockholm. Two years later, the company
operates 27 self-service food stores based on that model and a larger design occupying about 500 square
feet. Most of the stores are owned by the company, but many are operated by franchisees.

Given the structure of the store and how it's run, the company not only skips the need to pay cashiers, it
also avoids expensive long-term leases. And if there's less footfall than expected at one location, the
wooden containers can be easily picked up and tested elsewhere.

The startup relies on smartphones to manage the entirely self-service shopping process that defines its
business model. Shoppers use the company's maobile app to enter a store, scan shelf-mounted barcodes for
the products they want and pay for their selections, then leave (Figure 34). The app works in conjunction
with BankID, a secure national identification app operated by Swedish banks. There are no checkout

stations in the stores, which operate 24 hours a day. Some of its stores have lockers for customers to pick
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up orders placed online. Staff members fill e-commerce orders when they stop to attend to other tasks.
The staff typically tends to about four stores in its region, usually visiting them once a week to clean, stack
shelves and put together click-and-collect orders placed online. The startup uses artificial intelligence to
figure out what stock to order for each store, based on data it collects on locals' shopping habits. Customers
also receive digital coupons and special offers based on their previous purchases.

"If you go to an e-commerce site, they track every movement, every click of your mouse ... in a way we're
able to track that as well, but in a physical store," explains its co-founder. "We don't have to be here looking
at the pineapple to know that it's not selling, or if it's selling a lot."

Although the startup operates on the assumption that most people won't decide to leave its stores without
paying for the small communities they serve, the company uses security cameras and data about people's
activity in stores to flag suspicious behavior. "We try to have the system learn [bad] behaviors,” says its
co-founder. "So, if you unlock the door and don't complete the purchase, and [you do the same thing]
again, we can check the cameras to see if [you've stolen] anything." If the company determines that
someone left with the items without paying for them, it can disable the person's account to prevent them

from returning, he said.

Figure 15: A bar code read by mobile and the outside structure of the store

Sweden has a tech-savvy population, so it's easy to see why the model caught on here, despite critics
warning that it would make shopping a less sociable experience. And, during the pandemic where people
were encouraged to limit contact with others, its lack of staff was a big bonus. The chain has opened 20
new stores in rural neighborhoods since March of last year.

"Customers like to store in our store because, for one thing, they can be on their own. They can come in
the middle of the night. And most importantly, it has fewer touch points," says its co-founder.

The company is planning to launch hundreds more container stores in Sweden over the next few years,
following strong pressure from other local communities that have lost their stores. There is global interest
in the idea, and the company is considering whether to share its technology with supermarket chains in

other countries or launch more container stores across Europe.
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RETAILER N

The big ecommerce giant has opened physical stores all over the United States and now there are numerous
stores in London as well. While The company has scaled back some of its physical pop-ups, putting all its
focus on the latest type of store, so we can expect to see more and more of them arriving around the world.
They all have one thing in common: unlike most stores, there are no registers or cashiers. You walk in,
choose what you want, and walk out. The company calls it a 'just walk out' shopping experience. When
you shop at one of these stores, you never have to wait in line. The store works with the brand's iOS or
Android app: you go in, get the products you want, and, thanks to the app, you walk out again. The app is
linked to your personal brand account for billing purposes. In the U.S., there are two types of stores:

Type 1: Serves breakfast, lunch, and all kinds of snacks that are ready-made

Type 2: Produce, ready-to-eat dinners, and household essentials.

These stores operate using the same types of technology found in self-driving cars, such as computer
vision, sensor fusion, and deep learning.

This technology can detect when products are picked up or returned to the shelves and tracks them in each
consumer's virtual shopping cart. When he/she leaves the store with the goods, his/her account is charged,
and a receipt is automatically sent.

More specifically, the company is using a combination of artificial intelligence, computer vision and data
pulled from multiple sensors to ensure that customers are only charged for the things they pick up. The
cameras are used to track items as they are taken from the shelves.

A patent application filed by the big retailer in early 2015 revealed the details of the technology for the
first time. The patent described a store that would operate using a system of cameras, sensors and/or RFID
readers to identify shoppers and their items.

There's also a mention of "facial recognition” and user information, which can include images of the user,
details about the user such as height and weight, user biometrics, a username and password, even the user's
purchase history.

Although it is uncertain if the patent application precisely describes the final iteration of the Just Walk Out

technology. However, it is a camera tracking system combined with Al to track the user through the store.

72



5. Model

5.1 General introduction

This chapter deals with the development of the conceptual framework. In particular, the objective and
building procedure are exposed first, then the model structure is presented in detail.

5.2 Objective and building procedure

The main goal of the model that will be shown in the next sections of the chapter concerns the

determination of the different roles assumed by technology-enabled physical stores within the omnichannel

retail competitive landscape.

The model was designed for players belonging to the retail industry as a tool to:

e Understand the different store transformation opportunities that could be employed in order to meet
corporate strategic objectives.

e Tohavea clear picture of which typology of technology and services investments have to be performed
to enable the transformation towards a specific typology of store’s role

e To provide a comprehension of what are the key drivers of selection of different stores’ role within
the retail industry

The construction of the model follows two main steps:

1. Interviews with key actors of the retail competitive landscape and case study research and selection to
obtain a clear picture of the current state-of-the-art related to physical stores

2. Development of a conceptual model to classify different roles assumed by physical retail stores in the

current scenario.

5.3 Conceptual model development

The development of the framework to understand physical stores roles passed through the determination
of the key classification variables. The in-depth analysis of case studies and the conducted interviews
suggested as key driver for categorization the following variables:

e Technological Innovation

e Servitization
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5.3.1 Measuring Technological Innovation

The degree of technological innovation of a specific store reflects the capability of the retailer to adopt
innovative in-store technologies for the delivery of the related business model. For the mentioned reason,
the selected way to quantify the variable concerns the measurement of the number of innovative smart
technologies employed in the physical store. To correctly understand the number, a specific pool of smart
technologies has been defined from the existing literature, case studies analyzed and interviews performed.
The final list of technologies has been further analyzed to have a clear picture of to the related area of
application among Front end, Back end and Omnichannel.

Technology Back Front Omnichannel
End End
RFId X X
Self-Service
Technology X
Augmented Reality X
AR Smart Glasses X
Virtual Reality X
Interactive
Displays X
Digital Signages X
Mobile X
Beacons X X
NFC X
Al in general X X X
Smart Cameras X
10T in general X X X
Smart mirror X
Smart fitting room X
Smart Shelves X X X
Smart Cart X
Robots X
Biometrical
Payment X
Barcode Scanner X X

Table 3: Technology classification
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5.3.2 Measuring the Servitization Degree

The servitization of a specific store reflects the capability of a retailer to enrich the in-store shopping
experience with value added services. For this reason, the variable measurement method concerns the
determination of the number of services offered by the physical store. Services have been classified in nine

classes, as follows:

1. Try Before buy
e. Product try or touch
2. Human Touch
a. In-store associate consultation
b. Video shopping with in-store associates
3. Personalization
a. Single customer in-store recognition and personalized interaction
b. In-store product customization
c. Personalized product recommendation and promotion in store
4. Brand Connected services
a. In-store Café
b. In-store dining experience
c. In-store education
d. Innovative product testing
5. Payment
a. POS payment
b. Self-Checkout
c. In-app Payment
d. Automated Checkout
6. Click and collect
a. Drive Through order collection (the customer collect the online order outside the store)
b. Online purchases pick-up at lockers
c. In-store Pick up of online orders
7. Delivery
a. Ship from store
8. Returns Management
a. Buy in-store return in store
b. Buy online return in store

c. Satisfied or refunded
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9. Circularity
a. In-store repair concierge
b. In-store upcycling
c. Products recycling
d. Supply Chain product traceability

5.3.3 Understanding the different roles of the physical stores in the competitive landscape

Different technology-enabled experiences and typologies of services offered, extracted by the combination
of case study analysis and interviews, led to the definition of different store roles. In particular, each role
differentiates from the others by the specific experience / services offered.

For each typology identified will be provided a structured explanation:

Store as a “Traditional Sales Channel”

The store assumes the role of a merely point of sales, the physical place where the transaction occurs and
there is not an integration among companies’ channels. The mentioned typology of store role refers to the
most traditional in-store experience where the customer enters the shop, manually picks the desired items

and pay at the cashier.

Store as a “Fulfilment Hub”:

The store assumes the role of a logistics hub, enabling online order fulfilment in the last mile delivery step
of the supply chain. The mentioned typology of store does not provide any kind of in-store experience, the
physical space is the enabler of online business models, as in the case of Retailer K, online grocery player,

which, to deliver customers the desired items, employs a capillary network of dark stores.

Store as a “Service centre’:

The store assumes the role of a point of services. The company does not sell products there but configures
the store as the place where the client can connect with the company exploiting value-added services. An
example of stores as service centres are merchandising-free stores. In particular, the aim of these stores,
as Retailer A, a Fashion department store chain, is not about selling but rather providing customers the
possibility to receive services as items return after an online purchase, collect online orders, receive style

advice or experience the brand in-store cafe.

Store as a “Showroom’:
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The store assumes the role of a point where customers can experience products. The customer does not
come home with any product but can order them in store. It is the case of Retailer B, a furniture digital
native player, which, recognizing the limits of a pure-online strategy decided to launch a series of
showroom stores. The in-store experience aims at solving the main e-commerce limits, hence, the
possibility to see and touch products with hands. Customers enter the store, explore the desired items and

order them through the retailers’ ecommerce, directly in store or after the visit.

Store as an “Omnichannel Touchpoint”:

The store assumes the role of a touchpoint within the retailer omnichannel strategy, where customers can
live a physical experience integrated with other channels of the company. It is the example of Retailer F,
Luxury brand, which in one of the most popular Chinese store, deliver an experience where corporate’s
digital and physical channels perfectly integrate each other in a phygital experience. The customer enters
the store and, by scanning QR codes around the boutique, directly access a We-Chat mini-program.
Through this, clients can read further products information, access tailored contents, prepare fitting rooms

and pay for shopping. Mobile devices guide the whole in-store experience.

Store as a “Physical E-commerce”:

The store assumes the role of extension of the company online channel, but solving one of the main related
limit: the capability to build a connection with the client. The customer of these typology of stores expects
the same experience provided online, for this reason, physical spaces employ the replication of the digital
experience. It is the case of Retailer N, unmanned grocery store, where the customer lives a frictionless
and automated experience. The customer is recognized at the entrance through a QR scan. Then, while
selecting and picking products, the app online basket is fulfilled in an automated manner through the help
of smart cameras, computer vision algoritms and the related integration with IT systems. No cashier is

necessary and the payment occurs automatically as the customer exits the store with products.

Store as a “Media™:

The store assumes the role of the point where the experience is delivered, and the customers get in touch
and perceive the purpose of the company. In the era where existing communication channels sells products
(e.g. buy on social network stores) the store becomes new communication channel, where selling products
remains important but the central role is assumed by experience, which is meaningful and integrated with
other channels. It is the case of Retailer C, a digital-native mattress company, which implemented a
peculiar retail store strategy: the brand, in fact, allows customers to book an in-store nap. Customers in
this way can connect with the company, experiencing the related products. After this, clients, by scanning

QR codes can buy the product, then delivered home by the company in a pure omnichannel experience.
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5.4 Store Roles classification framework

According to the whole pool of case studies analyzed (larger than the one presented in the current work in

order to extract all relevant information), for each typology of store role have been identified an exhaustive

list of In-store technologies adopted and in-store service offered.

In-store technologies

Store role # List of services offered #
adopted
Digital Signage (FE) Product try or touch
Barcode Scanner (BE) In-store associate consultation
Single Customer in-store
Traditional 5 recognition and personalized .
Sales Channel interaction
POS payment
Buy in store return in store
Rfid (BE) Drive Through order collection
AR smart glasses (BE) Online purchases pick-up at
Fulfilment Al in general (BE) 6 lockers 3
Hub 10T devices (BE) Ship from store
Robots (BE)
Barcode Scanner (BE)
Self-Service Technology Product try or touch
(OMNI) In-store associate consultation
Augmented Reality (FE) Single customer in-store
Virtual Reality (OMNI) recognition and personalized
Interactive displays (FE) interaction
Showroom Digital signages (FE) 8 In-store product customization 8
NFC (FE) In-app Payment
Mabile (OMNI) Ship from store
Barcode scanner (BE) Buy in store return in store
Buy online return in store
Interactive displays (FE) In-store associate consultation
Service centre Digital signages (FE) 4 14

Mobile (Omni)
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Rfid (BE)

Single customer in-store
recognition and personalized
interaction

In-store Café

In-store dining experience
In-store education
Innovative product testing
Drive Through order collection
Online purchases pick-up at
lockers

In-store Pick up of online
orders

Buy online return in store
Satisfied or refunded
In-store repair concierge
In-store upcycling

Products recycling

Omnichannel

Touchpoint

Self-Service Technology
(OMNI)

Augmented Reality (FE)
Virtual Reality (FE)
Interactive Displays (FE)
Digital Signages (OMNI)
Moabile (OMNI)

NFC (FE)

Al in general
(FE/BE/OMNI)

Rfid (FE/BE/OMNI)
Beacons (OMNI)

10T in general
(FE/BE/OMNI)

Smart shelves (FE/BE)

Barcode scanner (BE)

13

Product try or touch

In-store associate consultation
Video shopping

Single customer in-store
recognition and personalized
interaction

Personalized product
recommendation and
promotion

POS payment

In-app payment
Self-checkout

Automated checkout

Drive Through order collection
Online purchases pick-up at
lockers

In-store Pick up of online

orders

17
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Ship from store
Buy in store return in store

Buy online return in store

Rfid (BE)

Self-Service Technology
(FE)

Interactive Displays (FE)
Digital Signages (FE)
Mobile (OMNI)

Beacons (BE)

Product try or touch

In-app payment

Automated checkout
Online purchases pick-up at
lockers

Personalized product

recommendation and

Physical E- Al in general (BE) promotion
commerce Smart Cameras (BE) 14 °
loT in general (BE)
Smart Shelves
(FE/BE/OMNI)
Robots (BE)
Biometric Payment (FE)
Barcode Scanner (FE)
Self-Service Technology Product try or touch
(OMNI) In-store associate consultation
Augmented Reality (FE) Video shopping
Virtual Reality (FE) Single customer in-store
Interactive Displays (FE) recognition and personalized
Digital Signages (OMNI) interaction
Mabile (OMNI) In-store product customization
) NFC (FE) Personalized product
Media ) 13 ] 23
Al in general recommendation and

(FE/BE/OMNI)
Rfid (FE/BE/OMNI)
Beacons (OMNI)
10T in general
(FE/BE/OMNI)
Smart mirror (FE)

Smart fitting room (FE)

promotion

In-store Café

In-store dining experience
In-store education
Innovative product testing
POS payment

In-app payment
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Automated checkout

Ship from store

Drive Through order collection
Online purchases pick-up at
lockers

In-store Pick up of online
orders

Buy in store return in store
Buy online return in store
Satisfied or refunded
In-store repair concierge
In-store upcycling

Products recycling

Table 4: Technologies and services adopted by each typology of store role
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54.1 The framework

Each typology of store role has been positioned within a classification framework according to the degree

of servitization and technological innovation adopted. For each role further information has been provided,

consisting in how in-store smart technologies are split among front end, back end and omnichannel.

Media

/

% Service Centre
5 4
E Omnichannel
Ea Touchpoint
7] Showroom
Traditional Physical
Sales Channel Ecommerce
Fulfilment
Hub ‘

v

TECHNOLOGICAL INNOVATION

FrontEnd Back End . Omnichannel

Chart 20: Store role classification framework

The different innovative physical store cases analyzed have been positioned within the framework too. As
it is possible to understand from the following table, a specific store role decision is not univocal, in

particular, a physical retail store can adopt many roles within the retail competitive landscape.

Store as Store as Store as Store as Store as Store as Store as
Traditional Fulfilment Service Showroom Omnichannel Physical E- Media
Sales Hub centre Touchpoint commerce
Channel
X Retailer | Retailer A Retailer B Retailer A Retailer E Retailer C
Retailer K Retailer H Retailer B Retailer M Retailer F
Retailer J Retailer D Retailer N Retailer G
Retailer J Retailer J
Retailer L
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Retailer N

Table 5: Innovative physical stores position within the framework

5.4.2 Understanding the model

Store as Traditional sales channels occupy the bottom-left section of the chart, reflecting the lowest degree
of servitization and technological innovation.

Stores as fulfilment hubs, instead, cover the last position in terms of service offered. The reason behind
the positioning has to be found in the fact that the mentioned typology of store’s focus is strictly related to
last mile delivery. The same motivation justifies the apparently low degree of technological innovation, in
particular, the technology stack focus just on the enablement of online order fulfilment in the most efficient
and effective manner, optimizing operations’ processes.

Showrooms adopt a higher degree of servitization and technological innovation compared to the previous
role mentioned. This because the enabling technology stack not only aims at improving back end
operations but rather focus on the customer experience.

Reflecting the related features, service centres show a low adoption of technology in store but highlight
the adoption of services as a differentiating factor, positioning in higher-left section of the chart.

Stores as physical ecommerce does not focus on providing value-added services but rather on bringing the
friction reduction in the physical shopping journey to a next level. For this reason, the focus of investments
in the mentioned typology of store role involves a wide set of innovative in-store technologies to enable
the mentioned experience, positioning as the most technological store among the ones presented.

Stores as an omnichannel touchpoint, to deliver a cutting-edge omnichannel experience, employ a strong
degree of servitization and technological innovation.

The mentioned technological stack is enriched by further services by the store as a media, in order to
deliver customers revolutionary customer experiences, capable to make the costumer feel connected with

the company and create a long-term relationship.

5.4.3 Driving technology investments

The framework presented contributes to define the correct set of technologies to adopt in order to undertake
a specific path towards store transformation.

In particular, for stores as traditional sales channel, the technology investments should focus both on Back
end and front-end technologies. The plan should be different in case the desired store role concerns service
centres and showrooms which require a stronger concentration of investments around innovative front-end

technologies, enabling immersive and engaging customer experiences.
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Fulfilment hubs’ technology stack focuses on back end enabling the efficiency and effectiveness of
operational processes to optimize the delivery process.

Stores as physical E-commerce require an investment focus on back-end technologies as well. Hence, the
frictionless experience provided by this typology of stores is enabled by a set of smart cameras and Al
algorithms.

Finally, Stores as omnichannel touchpoints and media require relevant investments in front end and

omnichannel enabling technologies.

544 Driving the store role selection

The selection of a specific store role should take into consideration two main attention points:

e The selection of the specific tole to be attributed to a specific physical store is not univocal, in
particular, a retailer could combine two or more stores role within the same physical space (e.g., store
as omnichannel touchpoint + store as fulfilment hub)

o A specific typology of physical store could be a right fit for a specific typology of market or territory
but could be a wrong decision for others. Therefore, retailers should select the right typology of store

role according to “where to play” and “how to play” decisions.

According to the features of each typology of store role a selection of key drivers of adoption is reported

as follow:
Store role Key drivers of adoption
Traditional sales The customers’ segments targeted expects a traditional shopping
channel experience
The specific local market features do not require brands to undertake
technology/Services investments to win the market
Store as a

) Short Delivery time is the main competitive lever
fulfilment hub

Store as a service Brand building and strengthen customer relationship are the main
centre objectives of the company

Store as a High-value products require assortment and stocks optimization;
showroom Items’ dimensions and/or weight make impossible for the customer t0

bring the product home autonomously
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The store solves e-commerce limits as touching products with hands;

Store as an
omnichannel

touchpoint

An omnichannel in-store experience is a must have for target customers

Store as a physical

ecommerce

Customers expects to live the same frictionless and fast experience of

ecommerce;

The store solves the e-commerce limits as connecting with the brand

and reducing customer acquisition costs

Store as a media

An omnichannel in-store experience is a must have for target

customers;

Low Switching costs and industry products similarity lead the product

choice to be experience and purpose driven

Table 6: Key drivers of selection
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6. Conclusion

This chapter aims to recapitulate the entire work, focusing primarily on three themes:

- Answering the research question, more specifically the sub-questions presented in the chapter related
to methodology with the goal of providing a detail answer to the main question.

- Theoretical and managerial implications. Taking up the gaps that have been highlighted in the
literature review, the true contribution of this research and how it has contributed in part to covering
those gaps will be exposed. In addition, the benefits of using this framework will be explained.

- Work’s limitations and future developments. The framework has been developed trying to identify the
main roles that assumes the store today, but other aspects and considerations could contribute to define

more in detail the model.

6.1 Answer to research question

This study aimed at answering the following research question:

RQ: What is the role of the store in an omnichannel perspective, enabled by smart technologies?

In order to provide a comprehensive answer, it was necessary to define the key metrics on which today's
retailers are building their competitive advantage. By analyzing the different case studies, it was possible
to identify the most important dimensions on which the different retailers are investing the most. To do
this, an initial analysis was done on the context in which the companies found themselves operating. In
recent years, companies have witnessed rapid and important changes that are destined to last. First, the
development and growth of eCommerce, which, thanks in part to the pandemic, has led to a new
conception, in which online and offline are no longer compared but it is understood that innovation can
come from the union of these two channels. The idea that e-commerce won't destroy the physical world
has taken hold, as it remains an important component in carrying on the relationship with consumers. In
fact, the pandemic has completely disrupted consumer habits and behaviors, accelerating the digitization
process that was already planned for the next few years. As consumers have begun to use digital tools
more frequently, both for personal (including shopping) and professional reasons, this has led companies
to face a significant change of scenery, which sees the adoption of an omnichannel strategy as a priority.
The scenario currently experienced by consumers, torn between the desire to return to stores without
restriction and all the conveniences offered by digital channels, highlights people's desire for more
personalized and engaging shopping experiences. While customers, by changing their shopping behaviors,
have responded quickly to the evolving environment, retailers have been left with the task of decoding the

new customer experience landscape. It is based on this new landscape that the concept of phygital retail
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gradually takes more shape and emerges as the new way of shopping in the times of an ever-developing
digital transformation. Today's retailers can seek to retain new digital consumers by improving digital
experiences, investing in phygital and putting consumer trust at the heart of everything they do. In a
scenario marked by a continuous interchange between online and offline channels, companies are called
upon to create experiences in which the customer no longer perceives a clear boundary between the
physical and digital dimensions but sees them as steps in a single path to purchase. Since the consumer
wants to feel part of a community and establish an authentic bond with the brand, it is increasingly
necessary for the physical store to become the place to live an experience where the approach of the brand
must no longer be centered exclusively on the product and its presentation but must focus on the needs and
desires of consumers, the true protagonists of the phygital model.

A dominant role in this scenario is played by technology, which enables the creation of innovative
customer experiences that respond adequately to the needs of customers. Different technologies enable the
creation of different customer experiences and consequently the store takes on a different role.

From the analysis of the case studies, seven main roles of the store were identified, in relation to the
services offered and the level of technological innovation. Within the framework, from the Traditional
Sales Channel, positioned close to the origin of the axes, which reflects the lowest degree of servitization
and technological innovation, moving along the axis related to the latter, we pass to the Fulfillment Hub,
to the Showroom, up to what has been defined Physical eCommerce, identified as the format with the
highest degree of technological innovation. In fact, in this case, the store takes on the role of an extension
of the company's online channels, resolving relative limitations, such as the ability to experience products.
The consumer experience is completely innovative, fully automated, and consequently frictionless.
Moving instead along the axis of servitization, we move from the Service Center to the Omnichannel
Touchpoint, all the way to the Store as a Media. In this case, the store takes on the role of the point where
the experience is delivered, and customers meet and perceive the company's purpose and values. In the era
where existing communication channels sell products, the store becomes a new communication channel,
where selling products remains important, but the central role is taken by the experience, which is
meaningful and integrated with other channels. This new role sits precisely in the top right of the chart
because it has not only the highest level of servitization but also a high level of technological innovation.
This is an expected outcome, as this type of store role involves a broad set of innovative in-store
technologies to deliver a cutting-edge omnichannel experience, to provide customers with revolutionary
experiences that can make the customer feel connected to the company and create a long-term relationship.
And that's exactly what phygital retail is all about. Today's brands, the big retailers, are moving in this
direction, embarking on a path capable of making the customer experience truly phygital by following two
distinct directions, but capable of exploiting the benefits of online and offline channels. So, the wide choice
of digital, which allows users to evaluate and compare features and details of all alternatives, is
complemented by the possibility of touching products, trying them on and comparing them directly with

a salesperson in the physical store. The optimization of the phygital model aims at a full hybridization of
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physical and digital environments; to do so, one of the key steps is in fact to realize a real omnichannel
between offline and online, whose synergistic use has the possibility to create benefits for both consumers
and sellers, making each customer experience unique and valuable for both parties.

6.2 Theoretical and managerial contributions

The literature analysis based on scientific papers about the role of the store in the competitive landscape
showed the newness of the topics. Indeed, the existing body of literature is made up of a few documents,
mostly developed in the last six years, and there is only one evidence of a study that proposed a framework
to classify retail stores roles across two variables: friction reduction in the customer journey and customer
experience delivered (Gauri, D., Jindal, R., Ratchford, B., 2020).

This research provides an enhancement of knowledge from a theoretical point of view, intended as the
fulfilment of the literature gaps emerged from the previous analysis, and from a practical perspective.
Concerning the first point, this study provides a comprehensive framework which classifies the role of the
stores enabled by smart technologies in the today’s landscape, trying to embrace in one single paper the
relevant variables for the competitive omnichannel landscape. Indeed, it deeps dive the roles of retail
stores, bringing scholars' research related to the mentioned topic to deeper level of investigation. This study
wants to help retail companies to make the next decision in order to gain a possible competitive advantage
over competitors. In fact, from a practical perspective, the presented framework guides the selection of the
specific role of the store for retailers wishing to embark on a path of store transformation. Obviously, using
the framework requires additional considerations to be taken into account, such as the possibility of falling
into a mixed role and the need for a prior study of the target market, as the success or otherwise of a
particular role is influenced by the application context. Furthermore, a further contribution of the
framework concerns the definition of the correct set of technologies to be adopted for the implementation
of the store transformation. In fact, the study not only analyzed every single role from a technological point
of view, but also tried to classify technologies by the role they play within the store. Hence, each role, will
have a number of back-end, front-end and omnichannel technologies, which can further guide the retailer

towards the right investment.

6.3 Work’s limitations and future developments

The scope behind the development of this model is to identify and to classify in a single framework, the
possible roles that the physical store can assume in the current competitive context, considering the two

fundamental variables that go to define each role.
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Because of the complexity of this field, increased from the introduction of this innovation, some variables

have been excluded from the model. The limitations imposed to the model are exposed here below, with

the relative suggestions for further improvements.

Business model: the current model does not consider the business model. Further research could go
into investigating how the business model variable is introduced into the model, and how it goes about
changing the individual roles of the store.

Target market: the model does not hold account of the geographic area of application and therefore of
the reference market, beyond not making distinction between industries, but it has been thought in
order to give a comprehensive view on the topic, going to identify the roles of the store looking at the
retail sector in its complex. A further analysis, could apply specific context variables, going to study
the individual roles by territorial area or specific markets.

Virtual channel: during the study, emerging cases of stores in the virtual world were identified, which
would go on to define a further role for the store, in particular the store as a virtual channel. Looking
at the services and more specifically the technologies that enable this type of store, there are many,
but these are mostly technologies that are more e-commerce enabler rather than physical store enabler,
so they should be considered outside the scope of this study. However, technology experts argue that
the Metaverse is destined to take the place that the internet has today. Although this is only a hypothesis
at the moment, technology companies are moving to reset many of the user's online activities,
including shopping, to Metaverse experiences. Several brands have already understood that shopping
will certainly be a relevant aspect in the Metaverse, as it will define different customer experiences
even more innovative. As a consequence, it could be interesting to investigate the role that the store

will assume in this new virtual reality.
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