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The world of retail plays an important role in the
continued success of the UK economy. In 2012,
wholesale and retail trade contributed 16% of
economic output and 16% of employment (source:
The retail industry: statistics and policy, House of
Commons Library). In April 2014, consumers in the
UK spent around £27 billion on retail products and
services.
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However, it is subject to a number of macro and micro impacts that continue to shape its performance. These
range from a recovering economic climate that continues to influence consumer spending, with ever greater
gearing towards value and cost, to internal issues pertaining to legacy technology that restricts productivity and
strangles the supply chain.
This whitepaper will look at some of the influencing factors that continue to drive the behaviour of retailers and
consumers, and some of the innovations being deployed to keep pace with the evolving retail environment.
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Supporting the buying experience of the future
What seems to be increasingly clear within the world of retail is that consumers are largely driving the behaviour of
retailers, not the other way around.
We believe the reason for this is the explosion in the number and range of devices that are connected to the
internet, from phones and tablet devices to TVs and watches; significantly increasing online accessibility. Research
undertaken by ABI Research suggests that there will be 30 billion connected devices by 2020 alone.

The rise of the
consumer choice

An explosion
of data

Device connectivity has created an environment of choice
and shaped consumer behaviour to the degree that
decisions are becoming less driven by unconscious brand
loyalty. There is greater acceptance of new market entrants
and increasing emphasis on service quality, convenience of
delivery, and cost.

As of 2013, there were approximately 672 Exabytes
(672,000,000,000 Gigabytes) of accessible data on the
internet. With increased device and internet connectivity,
this number is continuing to rise.

With strengthening buying power, the consumer advantage
will continue to grow, particularly if government targets
to implement super-fast (24MB) broadband to 95% of
premises by 2017 are met.
The evolving digital landscape and changing consumer
buying habits should be viewed as both an opportunity
and a threat. Modifying to meet rapid trend changes is key
to succeeding. Those who are slower to react will remain
behind the curve. It’s time for retailers to adapt.

For retailers to stand out from the crowd, there is a need to
utilise relevant data to improve their engagement with their
target audiences. Data insights should be utilised to drive
the decision-making processes, particularly when it comes
to supply chain operation. The checkout bleep and the
online click should be used to balance supply and demand
– whilst rendering the barrier between physical and online
stores invisible.

A move
to the cloud
TABLET
21%
MOBILE
38%

DESKTOP
41%
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Cloud hosting is becoming increasingly prevalent as a way
to manage, control and deliver the swathes of data being
made available in today’s digitally connected shopping
environment.
As the cloud model continues to mature, issues debated
in its infancy, such as customer data security and the
perceived risks of moving business critical functions like
ecommerce into a public cloud environment are being
addressed by industry-standard data centre accreditations
such as ISO 27001, along with detailed backup and
disaster recovery processes.
As the opportunities to leverage cloud environments to
gain a competitive edge continue to expand, perhaps it’s
time to take advantage.

A new digital world
The Centre for Retail Research forecasts that the total number of stores will fall by 22% from 281,930 today to
220,000 by 2018. With fewer people shopping in stores, online retail is set to account for 21.5% of total retail
sales by 2018 from 12.7% today.
Retailers are turning to technology innovation to entice today’s savvy consumers.
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iBeacons

Digital stores

Geolocation

An ‘indoor proximity system’, iBeacons
emit a low-level Bluetooth frequency that
transmits messages to smart devices to
show notifications of items nearby that are
on sale. Although in their infancy, iBeacons
are enabling payments at the point of
sale (PoS), where customers don’t need
to remove their wallets or cards to make
payments.

Retailers such as Oasis, who won
‘Technology Initiative of the Year’ for
its use of iPad PoS in 2012, are using
technology to develop a competitive
edge; equipping them to handle
transactions that outnumber fixed tills
and allow customers to flick through the
brand’s latest online “Lookbook”. Using
digital technology, they have effectively
connected and improved the customers’
purchasing journey.

Navigating today’s huge shopping centres
can be difficult. Applications that inform
shoppers of the quickest route to a
particular store, or a particular product in
a department store or supermarket, are
helping to make shoppers’ lives easier.

Convenience

Supply chain visibility

Data Management

Initiatives that help consumers improve
their daily lives will always be well received.
Sainsbury’s has teamed up with Google
to help families cut down their food waste
with a new online tool called Sainsbury’s
Food Rescue. This is a search engine that
enables shoppers to enter the ingredients
they have left in their fridge and receive
recipes that will use them up: http://bit.
ly/1we3Nsu

Knowing where each piece of stock is
in the business at any one time means
more orders can be fulfilled, which both
improves customer satisfaction and
increases the amount of products sold at
full price. Mobile apps allow shoppers to
check the stock levels of a single product
in the store closest to them; a connected
supply chain ensures that retailers can
get the right amount of stock to the right
locations at the right time.

Data is the resultant output from the
increasingly interconnected digital world we
inhabit. Working out how to use this data
to understand and influence the purchase
decision-making process of the consumer
is a panacea that many retailers strive
toward. However, without the platform and
application technology to manage backend
processes of storing data, managing and
serving information, and the provision of
subsequent intelligence, delivering the realtime business insight needed to influence
and drive profitable decisions will remain out
of reach for many retailers.
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The drivers for today’s retailer
Figures released 21st August 2014 by the Office for National Statistics showed continued retail sales volumes
growth, but at a slower pace. Continued economic uncertainty combined with rapid technological advances is
changing the retail landscape faster than many retailers can react.
Delivering a complete omni-channel experience continues to remain the holy grail for many retailers. To connect
with customers online and in-store, the engagement journey requires systems and processes that are integrated,
and that complement each other. Legacy systems operating in silos often cause a disconnected customer journey,
supply chain inefficiencies and an inability to respond to the needs of the market, business and consumer.
Issues that are impacting today’s retailer and inhibit their ability to change, adapt and compete include:

Changing state of IT performance: access to innovation
As quickly as retail trends change, IT systems go out of date. This presents a challenge when catching up with
behavioural adaptations, such as social monitoring and mobile commerce. The result is often a need to undertake costly
refreshes and migrations to stay on top of changing consumer demands.

Change in customer buying
habits: connected systems

IN STORE

IN STORE

ONLINE
IN STORE

50%

ONLINE

One half expect the
same product assortment in
store as online

ONLINE

While we have covered in detail how access to connected
devices and increased broadband speeds are helping fuel
consumer choice, it’s important to note how connected
internal systems can help identify, react and respond to
consumer needs. For example, maintaining synergy between
online and in-store promotions means the customer standing
outside of a store doing a quick search to see if a) stock is
available, and b) what the online promotional price is.
Real-time stock management and store pricing will mean their
needs are met.
IN STORE

ONLINE

57%

of respondents expect the
same pricing in store as
online

53%

want the same promotions
in store as online

Seasonality: infrastructure resiliency
Seasonality is a fact of life in retail, but with careful supply chain planning and a scalable IT platform to manage peaks
and troughs it can be more of an opportunity than a threat. The ability to respond to sudden surges in demand caused
by seasonal peaks by having an infrastructure that is resistant to failure during high traffic is a differentiator and critical
success factor for retailers.

Demand for pop-up shops:
advanced functionality

Footfall Index
% change YoY
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With declining store footfall, retailers are looking for
ways they can bring the in-store experience to captured
audiences. Mobile store solutions such as tablet-based
PoS in pop-up store environments provide a means to
create flexible short-term stores on beach fronts or at
festivals to make the most of a captive market.

Utilising a cloud-first retail environment
Retailers who compete successfully are those that are able to provide a compelling value proposition to the
customer and can quickly respond to market changes. Maintaining a nimble and flexible mindset revolves
around monitoring and responding to variations in the consumer environment; being able to adapt quickly
enough to change is key to their success. Cloud computing is perfectly placed to help retailers to do this.

Moving from capex to opex
One of the many advantages of cloud hosting includes moving to a more flexible and forecastable, from a budget
perspective, opex-led financing model. The pay-as-you-use cloud model allows retailers to utilise the most advanced
technology without having to physically purchase infrastructure and the maintenance and support resources that surround it.

Cloud drivers
Cloud hosting presents retailers with an opportunity to address the primary challenges of operating in the retail industry
such as delivering 24/7 performance, provision of click and collect services, and enabling real-time synergy between online
and offline offers. The main drivers for moving to the cloud as identified by a poll of retailers include:

51%

drive down cost

50%

move spend from
CAPEX to OPEX

48%

ability to scale IT
needs up or down
rapidly

37%

improved service to
internal customers

Business transformation
One of the key elements to consider when moving to the cloud is that it is not an all or nothing approach. Businesses may
initially only want to utilise its secure and easily accessible features to manage backup and disaster recovery. For retailers
cloud-based hosting can augment existing platforms to deliver a more empowered environment for users and a richer
experience for customers.

Cloud adoption in the retail market
According to IDC, cloud adoption continues to be low among
retailers when compared with other industries. Retailers’ long-term
expectations for cloud show that 66.2% of retailers will limit their
use of cloud computing over the next five years.

The amount spent online increased by

in March 2014 compared with March 2013 and
by

This would seem a little short-sighted, as the numbers of digitally
connected consumers will only increase; for those willing to
embrace cloud computing now, there is a clear opportunity to
capitalise and create a competitive edge.

7.1%

1.4% compared with February 2014.

Source: Office for National Statistics

Cloud hosting may present the most accessible, affordable and relevant solution to addressing the needs of a rapidly
changing retail market.
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The cloud hosting proposition
A core benefit of a move to the cloud is about using its flexibility as a means to achieve the best results within
timescales that work.
Modern and efficient managed, cloud, and colocation hosting services, such as Microsoft Azure, should deliver
cost-effective, flexible and scalable alternatives to the investment and management of on-premises infrastructure
environments.

For the IT decision maker this means…
Delivering 24/7 system performance
Having a single point of failure
Greater system connectivity
Supporting platform for delivering user-centric IT provisioning
Reduced cost of IT systems and support
Empowering users with greater accessibility and functionality

For the business decision maker this means…
Delivering a media-rich customer engagement
Having access to real-time PoS information
Greater ability to respond to changing buying trends
A supporting platform for initiatives such as loyalty programmes and tailored shopping
Empowering customers with greater choice, better service and an enhanced buying experience

Hosting portfolio
There are a variety of cloud based options available to the IT decision maker at a retail organisation: private (dedicated
environments which allow for increased performance, agility and security), public (shared environments where computing resources
are shared with other organisations resulting in a more economical solution) or a hybrid mix of the two. Your cloud service provider
should be able to engage with you to understand the needs of your specific business and demonstrate the expertise required to
design a unique solution.
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Cloud hosting

Managed hosting

Colocation

The most advanced cloud hosting
services, such as Microsoft Azure,
will utilise the latest virtualisation
technologies, offering retailers
on-demand and self-provisioned
computing resources (computing,
network, storage) quickly and
easily. Depending on the business
specifications, the service provider will
be capable of providing public, private
and hybrid cloud hosting options.

Managed hosting solutions enable
businesses to outsource the purchasing,
operation and maintenance of their server
environment, and to take advantage of
a flexible hosting platform along with
technical expertise. This requires less
administrative responsibility and may be
more suitable for IT teams who lack the
expertise or the manpower to manage
the upkeep of their IT estate. Managed
hosting allows for varying levels of
control and responsibility from the service
provider, up to the end application itself.

Colocation is the simplest form of
outsourced hosting. In practise a
customer’s physical servers are stored
at a service provider’s data centre,
but the upkeep of the server and
all software is the responsibility of
the customer. The retailer benefits
from reduced capital and operational
expenditure required to house and
protect applications and systems.

Summary
The advent of the digital age has thrown a shadow over traditional retail methods and retailers are feeling the
speed of change as they scramble to adapt to a new connected world where they are more likely to follow than
to lead.
The move toward online shopping and the ubiquity of technology from a consumer standpoint has led retailers
to rethink their routes to market, but there are significant opportunities to be had in the changing retail
landscape. Ultimately, it is the task of the retailer to assess their options and capitalise on these opportunities.
Those that are willing and able to make the necessary changes will undoubtedly succeed.

Retail convenience
In order to address customers’ demands for a seamless service, traditional retailers need to seriously evaluate their operational
capabilities. They must be synchronised in terms of buying, placement and promotion of merchandise. And that means having
inventory visibility, as well as developing pricing strategies and managing metrics and incentives across all channels.
Research conducted by Javelin has found that in 2020:
eCommerce will capture 34% of the sales in; Clothing & Footwear, Electricals, Furniture & Floor Coverings, and Health &
Beauty (up from 14% today), with the internet influencing 75% of sales (up from 44% today). Sales through stores, including
those researched online, will decline to 66% (down from 86% today).
We believe that retailers should embrace modern tools and communication devices to deliver what consumers want, where they
want, and how they want.

Mobile
Commerce

Social
Engagement

What’s in the data
Having effective data management processes
that deliver increased business insight and
awareness of what’s happening in the market,
and what is driving consumer buying behaviour,
are essential.
Supported by intelligent output, retailers can
create a seamless shopping experience through
online and in-store engagement that will not
only attract more customers, but also positively
impact the share of wallet.
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Point of
Sale

Click and
Collect

Cloud innovation
As retailers move more core applications into the cloud, the
fusion of the online and in-store experience comes closer
together, integrating consumer experience from across the
business (and not by piecemeal).
Retailers must ensure their IT infrastructure has the elasticity
and scalability required to cope with the peaks and troughs
associated with busy trading times, and to meet changing trends
and purchase behaviours. We know that cloud provides this level
of flexibility, scalability and innovation.
Technology waits for no business. In the retail world of the
future, only the agile will survive.
(Claranet supports Microsoft cloud platforms and technology.)
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