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Most retailers  plan to increase spending on digital inves tments  in the next 12 months  to elevate the cus tomer experience. Image credit: Unsplash

 
By NORA HOWE

While physical stores are not evaporating, the future of retail requires a reimagining of physical space to seamlessly
integrate with digital platforms.

According to business advisory network BDO's 2021 Retail Digital Transformation Survey, 10 percent of retailers say
superior technology is their top competitive differentiator, down from 25 percent in early 2020. The innovations
developed during the pandemic will be valuable, but to propel business forward, retailers will need to double-down
on investments that integrate their digital and physical shopping experiences.

"Digital should be considered as a key catalyst for success and/or an enabler for capturing new opportunity,
reducing costs and creating shareholder, stakeholder and customer value," said Robert Brown, digital retail leader at
BDO. "Technology by itself may not always ensure success, and in some cases, may actually hinder the business.

"Yet, at all times, retailers need to be able to answer the 'why' behind implementing a specific technology, solutions,
product or service," he said. "Simply put, any successful digital transformation initiative needs to be grounded in a
business strategy and a demonstrable outcome for the business."

The survey was conducted by independent marketing research firm Rabin Research Company in January 2021. It
included 100 C-level retail executives at organizations with annual revenues between $100 million and $3 billion.

Key findings
With 85 percent of retailers actively pursuing digital transformation, BDO suggests that "doing digital" is not enough,
and to get ahead, retailers need strong execution.

While a quarter of retailers have not yet implemented their developed digital transformation strategies, 36 percent of
retailers currently implementing digital transformation plans have all seen clear return-on-investment to date and
have high expectations for profitability and revenue gains as a result of digital investments in the next 12 months.

According to BDO, enhancing customer experience is the top digital priority among retailers, but even secondary
priorities such as optimizing operational efficiencies across the supply chain, will support an improved customer
experience.
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"Success in the retail and consumer package goods industries in 2021 should always start with customer experience
(CX) strategy," Mr. Brown said. "Determining the desires and needs of the market you serve, and the demographics
and characteristics of that marketincluding consumer desires, sentiment toward your company and sentiment
toward your competition is very important to understand.

"Creating a clear CX experience is key to ensuring you understand your customers needs, you are providing the
products and services they desire/ require, and most importantly, that you provide it in a manner that customers like
and expect."

A majority of retailers  are us ing mobile points -of-service to elevate the in-s tore cus tomer experience. Image credit: BDO

Nearly three-quarters of retailers, 70 percent, are using mobile app or in-app purchasing to improve the online and
mobile customer experience, while in-store analytics is the top digital solution for the in-store customer experience
for 68 percent of respondents.

According to BDO's analysis, retailers are making both front-and back-end investments to provide a frictionless,
convenient and personalized shopping journey across all channels.

Driving operational efficiencies across the supply chain is the second highest digital priority for retailers in 2021,
behind improving customer experience. As consumers expect seamless omnichannel experiences, data
transparency across the supply chain is critical.

To deliver on these demands, retailers are implementing digital solutions that enable better data and connectivity to
improve omnichannel logistics.

More than half of respondents, 55 percent, are using real-time order tracking to improve logistics, and 52 percent are
using connected inventory management systems or in-aisle restocking.

Pressure on retailers to reduce costs and increase margins makes automation a valuable lever, particularly during
the pandemic recovery. As automation becomes incorporated into various aspects of retail, from the warehouse to
the store, it is  transforming retail jobs.

According to survey respondents, automation will create more jobs than it displaces. More than half, 51 percent, of
retailers are working to upskill their workforce so they can effectively leverage automation and make the most of
workplace technologies.

As companies move more of their data and operations online, data protection presents an ongoing challenge.
Cyberattacks and privacy breaches are cited by retailers as both their top digital threat overall and top challenge
related to IT  resilience.
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Almos t half of respondents  have already implemented digital s trategies  into their supply chains . Image credit: BDO

Interoperability with legacy tech was cited as the primary reason digital initiatives fail. BDO suggested that outdated
and patchwork IT  systems often introduce vulnerabilities that expose retailers to data breaches.

Consumer perspective
With the acceleration of ecommerce and social shopping, consumers have developed growing concerns over
privacy. Many platforms have updated their features to better serve consumer privacy, while simultaneously
challenging brands and marketers.

After repeatedly facing government and consumer scrutiny for mishandling users' private information, social
media giant Facebook looked to assuage privacy criticisms by being more transparent with consumers about where
their data is shared.

Introduced in 2019, Off-Facebook Activity allows users to view a summary of the Web sites and mobile applications
that share information with Facebook, as well as clear the information if desired. Users can disconnect this
information, and even choose to disconnect future off-Facebook tracking from their accounts (see story).

More recently, app developers and marketers anxiously awaited the release of Apple's iOS 14.5 update and its
enforcement of App Tracking Transparency (ATT). The implications of this shift for mobile advertising have been a
topic of discussion and debate since the ATT framework was announced at Apple's Worldwide Developer
Conference (WWDC) in June 2020.

The update grants users the ability to block identifiers for advertisers (IDFA) and opt-out of targeting or tracking.
IDFA is a unique identifier for mobile devices and is used to target and measure the effectiveness of advertising on
a user level across mobile devices.

Prior to this latest iOS update, users' IDFAs were available by default, making it easy for advertisers and app
developers to target and retarget consumers, deliver customized advertising and measure mobile campaign
performance (see story).

"Consumers of luxury brands demand exceptional experiences," Mr. Brown said. "Ensuring technology is utilized to
focus on areas such as personalization, simplification of transactions is already largely being performed by key
persons, but technology can further extend customer service in a dynamic and responsive 24/7 service.

"There's room in the luxury space to take digital transformation strategies to the next level for even better CX, which
is crucial to a sector who relies so heavily on customer loyalty."
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