WHAT DIGITAL IS & IS NOT
FOR RETAILERS?

Arhi Kivilahti
@ArhiKivilahti
arhi@adatresh.fi
050 316 1026
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RETAIL APOCALYPSE
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Plans for 2017 Store Count Decline
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Source: IHL Group

(14,248 opens 10,168 closures)

Segment

Net Store
Growth

|Supermarkets 67]

Drug Stores 345
Superstores/WH Clubs 82
Department Stores -400)
Specialty Hardgoods 153
Specialty Softgoods -3,1 33!
Mass Merchandisers 1,905
IConvenience Stores 1,700
Bar / Restaurants 728
IFast Food 2,0ZGl

+4,080
Net
Stores Opening




STORES ARE NOT
THE PROBLEM FOR RETAILERS

e

o A

JATAL, PRARETAS
177 \/ 1 /1T

R
N
N
2 ,;

Nq.

AN

1 g_‘ ",' roy
i
BN
‘RLRFEEFRF)
LA 'C-Z.

285 NN

1

R L)




BAD STORES ARE

- Neil Saunders NNeilRe h Neil Saunders NeilRetail - 22h
= o ‘ : o ) A i ' ? '
Too many stores, or stores that just aren't good enough? It's the latter, MlGa Too ANy SI0N5S, Or Goren that just aren't good enough? It's the latter,
M"liéMA ' lacys USA Macy's! #Macys
Macy's! #Macys
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I Miles of aisles

Retail space per person, sq metre
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Permanent Slowdown?

Total retail foot traffic for
November and December
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opened annually
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Note: Traffic data is collected from 60,000 traffic-tracking devices installed at malls and large
retailers. Retail space is reported for 54 of the largest U.S. markets.

Sources: ShopperTrak (visits); CoStar Group (square footage) The Wall Street Journal




Amazon has grown rapidly to
$160 billion in retail revenue

$407 billion
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"The supermarket industry
has changed more rapidly
in the last 3-6 months
than any time in my

30 years in the industry.”
Mike Coupe, CEO, Sainsbury’s



"] have been in this industry for 30
years and | have never experienced

trading conditions like this before.”
lan MacLaurin, CEO, Tesco 1992
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WHO ARE SUCCEEDING?
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NOW AVAILABLE AS AN

MORE THAN ONE MILLION COPIES SOLD

“GO0D TO GREAT is about turning good resuits into great results; BUILT

I B i g g eSt p rO b ‘ e m S -I:a Ci n g TO LAST is about turning great results into an enduring qrefzvcfn;%aﬁi'
organisations today

BUILT TO
a lack of understanding
the basic fundamentals

and, most problematic,

, . SUCCESSFUL HABITS OF
d fallure to consmtently VISIONARY COMPANIES

apply those tundamentals.”

JIM COLLINS
Best-selling author of GOOD TO GREAT

JERRY I. PORRAS
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WHAT ARE GOOD BASICS IN
RETAILING?




THE NEW ERA OF EXPERIENTIAL RETAIL
NRF, 2/2016
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"Give the lady "The customer is "There is only one boss.

what she wants” always right.” The customer.”
Marshall Fields Harry Selfridge Sam Walton
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SUPERMERCADOS DE CONFIANZA

TRADER
) €Cosrco. ™AL

Quiklip —=WHOLESALE

Operate with Offer less
slack
INVEST IN PEOPLE
Cross-train Standardize &
empower

Virtuous cycle of retailing

Good Jobs

STRATEGY




THE EVOLUTION OF ONLINE
BUSINESS MODELS



Each era (and technology) brings new giants
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WHAT ARE THE MAIN MODELS
OF ONLINE GROCERY?
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Warehouse picking

Most expensive to build
Largest assortment
Most efficient picking

Long distance to customers

Click & collect

Expensive to build
Small assortment
Efficient picking

No home deliveries

Instore picking

Minimal costs to set up
Large assortment
Least efficient picking
Close to customers

With scale conflicts
with the store
operations




DON'T FOCUS ON
A SINGLE POINT IN THE PROCESS

FOCUS ON UNDERSTANDING
THE ENTIRE PROCESS




"What you have learned is that
the capacity of the plant is equal to

the capacity of its bottlenecks”
Eliyahu M. Goldratt, The Goal




Two different approaches

KPI #1: KPI #2:
picking efficiency Drop efficiency
\The traditional model of online grocery /
Picking Storage Loading Delivery Total
20-30 min 920+ min 30 min 60-4380 min  200-630+ min
Flow model
Picking Storage Loading Delivery Total

5-10 min 0O min 2—-3 min 5-10 min 12-23 min



IMPORTANCE OF SPEED
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FAST
TIRACK

Look aut for products badged Fast Track
to get it today

BUY ONLINE AND
COLLECT IN-STORE

7 days to collect
Pick it up when convenient
Dedicated Fast Track counter in-store

BUY ONLINE FOR SAME DAY DELIVERY

VIEW MORE

7 days a week

Buy before 6pm and we'll deliver by 10pm

Choice of 4 delivery slots

Argos channel shift to online

% of sales

1000/0 T - -

80% 48% —l 549% —l 59% —-

digital digital digital

60%

40% - -

0%
FY2016 FY2017 FY2018

® Walk-in Checkand @ Internet Fast Track ® Fast Track

reserve home delivery collection

delivery



HOW IS ONLINE (GROCERY)
DIFFERENT TO TRADITIONAL?



Long lead times

Customer needs to order
the evening before

That is not the way people
ive their lives

NUMBER CRUNCH

AT WHAT
TIME OF

DAY DO

YOU DECIDE
WHAT YOU'LL
HAVE FOR
DINNER?

~
OTHER TIME

4%
/

JUST BEFORE
| EAT

| 7/

THE WEEKEND
BEFORE THE DAY

s

BREAKFAST

/,

/ / TIME
/, / - 14%

LUNCHTIME

J - 22%

| DON'T EAT
J DINNER

370

4PM

) & 7

|

SOUTHERNERS ARE THE MOST LIKELY
TO DECIDE ON WHAT TO HAVE FOR

4PM DINNER AT THE LAST MINUTE.
o PEOPLE IN THE EAST MIDLANDS
8% LIKE TO PLAN AHEAD THE MOST

Source: Waitrose Food and Drink Report 2017-2018



High delivery feeS (6-10 € per delivery)

Skews to month \y deliveries Hur ofta handlar du i genomsnitt livsmedel pd internet?

Bas: Har handlat vsmedel pc natet senaste aret

Food is not bought month\y, 4-5 ganger per vecka

| -

bUt Week‘y 2-3 ganger per vecka

En gang i veckan
2-3 ganger per manad
En gang i manaden

Mindre an en gang i manaden 52%




Hypermarket trade area without

geographical friction

Abramsby

Gumble glgd

Luukk
Velskola Luk
- Vallzkoy
[32¢’
Sonvalamp
2arvels
Nuuksio
Noux Kunnaria
Sunnas s
Bodominjarvi
dodom trask
h EN3
Kuusikati 0illims
Oitars
[11¢]
Gumboisn
«artara

innamen
Linnas

Kirkxa

M

]
Leppavawa
Alberga

Ovre Nybacka

L]

alminkarano
Mz 'mgard

Lauvgasaar
Drumso

Huopalanti
Haplax

o a5
138
Vantaa
Vanda
Backas
T
mitoocka

Lagjasalc
Degecd

Santahamina
Sandhamn

Google

Sipoonkorven
kensalispuistc
E75
snliaies
U
Larn
P4
[ £18 |
It&ealmi

Ostersundom

Nordsiin
kartano
Nordejé gird
Udstela
Nvbonda

L

T L




EXTRA STRONG

ROLE OF IMAGES * *
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‘Body Cream
S

Shelf visibility & physical product vs digital image

’N) Dove
Product feed visually different MINIT o dospy

2 WHITE

@ Body Wash

N

https://kolonial.no/kategorier/408-og-desserter/ https://www.ocado.com/browse/frozen-209 | | /ice-cream-38 179


https://kolonial.no/kategorier/408-og-desserter/
https://www.ocado.com/browse/frozen-20911/ice-cream-38179
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THE JOURNAL THE DAILY — patagonia

View The Footprint Chronicles

Note

Fits up to 182cm. Also available in Short and Long. Fit is trim at the

PRODUCT
INFORMATION &
CONTENT

upper limit; for more room, order the next size.

*carabiner not included
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e TEN NEW WAYS TO
14 WEAR A SUIT
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BEHIND THE BRAND | 14 Mar 19

Use of videos

Similar to this Product

Substituting the sales person

How Italian Brand Borsalino Makes
A Men’s Fedora Hat

THE KNOWLEDGE @ 14 Mar '19



https://www.mrporter.com/journal/
https://eu.patagonia.com/fi/en/product/850-down-sleeping-bag-30-f-1-c-regular/70025.html?dwvar_70025_color=ECTB&cgid=collections-exclusives#start=1
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FINDABILITY OF Bl
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Visual findability different

Narrowing of the assortment

80/20 => 4/64
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CAMPAIGNS
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The role of big piles and end of
shelf Is changing

Personalised individually and also contextually

Campalgns to more personal level




Relill by Scan

Immunizatbons

PERSONALIZATION

Scanner

Promos &
(Nore

Store Looator

Balarmco®
Rewads

2

Pharmacy
Cheal

&

Shoopping List

BR tor healtry

Jworee»

Home > Balance Rewards for healthy choices™

Username Password

Balance Rewards for

HEALTHY

CHOICES™ _

>

Geot started »

.

Set Goals & View Progress Eam Rewards Cannect a Device/App

Make every healthy choice rewarding Register now
track eam connect discover

with our Grapn View, which Gaance Reward points - an app/device. Your points new ways to stay well, and
lets you =sasily monitar tha mare often you track, anc progress will update share updates with friends.
progjress over time tha mare you'l save. automatically!

~ N o . M blood blood fx pulse )L quit
x fitness waight 1 '— pressure glucose « Sloep oxygen —) smoking
u -

Program FAQs »

Balance® Rewards points just for tracking your health.
250 paints when you connect an app/device cr set your first goal.

20 painis per activity ' ; )
ow points work »
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Activity
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SONG

All My Friends

Can't Deny My Love
1000

Fly (FKJ Remix)
Eventualy
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Q\, Hear Me Knocking - Alternate Ver..

v

. © \

Discover Weekly

([ FOUOWING

BY MOTY

Available Offine

All My Friends
$) Oy

i Kely « Al My Friends

Cant Deny

PLAYLIST

Discover Weekly

a3 @ Nicola Fuller v

Your wezekly mix of discoveries and deep cuts, picked just for you Upcdated every Monday, so save your ‘avourites!

Croatec by: Spotify - 3C songs, 2 hr 04 min

(_ FoLLowing ) C)

ARTIST

Dylan Kally
Brandon Flowers
Ben Khan

Juie Marieezy
Tame Impala
Ratatat

The Roling Stones
Tyer, The Craator

Oddisee

ALBUM

All My Friends

Can't Deny My Love

1000

Fly (Remixes) - Single
Eventually

Abrasive

Can't You Hear Me Knocking
Cherry Bomb

That's Love - Single

FOLLOWERS

Discover Weekly
(" FoLLowinG )

BY SPOTIFY

Available Offline

All My Friends
¥ Dylan Kelly « All My Friends

Can't Deny My Lcve

$ Brandon Flowers - Can't Deny My Love

1000

$ Ben Khan - 1000
What You Want
Toro Y Moi




MANY PURCHASES
ARE RECURRING




SHAVE TIME. SHIAVE MOMNETY.

LINAS

S
MAT”ASESE MAITLIXQSE

Www. “nasmatkass www.linasmatkasse.s¢
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TREAT YOURSELF
2op on afrecsh new
blade when yoL want.

S

— ——

CHODSE YOUR BLADE
— ; We have 3 high quality
options for you.

@—:*ff? — B
ADJUST AS YOU GO o6 EASY CANCEL
Rlades and frequency Cerinusly, we should
—you're in control “I like ShaVing make it harder
* »
with a dull razor.

- No one, ever.
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THE SMARTER WAY, DELIVERED.

You’'ll never look back.

GET YOUR NOVEMBER BOX
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A monthly box of dog goodies.




“Alexa, ask Ocado to e
add carrots to my order.” ,

JUST ASK

amazon alexa



DIGITAL SERVICES IN
THE STORE



Skip the

Skip the Scan your items

checkout lines! as you shop. Pay via the app.

¥ 4 & 1230
Checkout
Regers, AR

CONTENTS
o Cparrying Case
= LISA Charging Cable
« Quick Start Guide
= A5 mm Auxiliary Audio Cable

' Naktisco Triscuit Crackers
Criciral 9.00Z
$1.98
Cly. 1

Subtoln

[3x2

Scanitems s vyou
add them to vour cart.

Mreduet Toes

Tetal

New to Walmeart com? CREATFE AN
ACCOUNT

checkoutline.

Scan &Go (=
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fresh

ARTS & CRAFTS
DAIRY

tROZEN Foops

Average time spent In the Supermarket “targeting something as big as food deliveries would do far

more good than cutting 50 seconds from convenience store

41 MIN (not including driving and carrying) Visits”
Bloomberg 23.1.2018






HOW SHOULD THE RETAILERS
GO FORWARD?




"Forget frantic acceleration.
Mastering the clock of business
IS about choosing

when to be @St and
when to be SIOW”’

The Economist




“What is speed?
The sports press
often confuses
speed with insight.
If | start running
slightly earlier than
someone else,
| seem faster.”




Make observations

Think of interesting

Scientific method questions

Draw conclusions Why?

"a method or procedure
that has characterized
natural science
since the 1/7th century,

consisting in systematic Gather data to Refine, alter, expand Formulate
observation, measurement, test predictions —> or reject hypotheses hypotheses
and experiment, and the
formulation, testing, and
modification of hypotheses.” \l:

Develop testable
predictions



DO WE HAVE THE COURAGE TO
MAKE SMALL DECISIONS?

DO WE HAVE PATIENCE TO LEARN?



WHAT IS RETAILING ABOUT?



"I almost never get the question:

'What's NOT going to change

C ee—

in"the next 10 years?'" =
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"It's all about
customer loyalty.”

Jim Sinegal, Costco
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“It's not abou
everyone else

the ones that really matter.”

Sir Charlie Mayfield,
chairman of John Lewis Partnership




“"Customers want to do business with those
retailers who understand their needs and

desires and are moving at their speed. ” 7
Blake Nordstrom, President of Nordstrom e




“That is what merchants do.”

"We take something ordinary ano
infuse it with emotion and meaning,
and then we tell its story over and
over and over again, often

without saying a word"”
Howard Schultz, CEO ot Starbucks







Fashlons fade, ..
style is eternal.

- Yves Saint Laurent




