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How do retail brands win shoppers back under the

wave of digitalization?

Anita Yang, Ipsos Research Manager

The rise of e-commerce has caused many physical channel operators to suffer in recent years.
According to the latest economic trend released by the Department of Statistics, Ministry of
Economic Affairs, share of e-commerce sales in total retail industry has increased year over
year worldwide. Taiwanese e-commerce retailers are booming with continued revenue,
benefiting from the mature Internet environment, massive smartphone usage, and the

convenience of online shopping.

The Proportion of Online Sales in Retail Selling
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Additionally, the survey result of consumer online shopping behavior by Market Intelligence &
Consulting Institute (MIC) shows that the average frequency of online shopping has
approached in-store purchasing in Taiwan. On average, 4.5 out of 10 times of purchases are

through online shopping channels.

Interestingly, while e-commerce is widely considered as the future trend, why e-commerce
websites are flipping the script and opening physical stores one after another? The first
physical Amazon bookstore was opened in 2015, followed by a brick-and-mortar grocery
store; Alibaba entered 3C retail and successively bought shares, acquired supermarkets,
department stores and hypermarkets. It is not difficult to find that the two e-commerce giants

have realized that physical stores are still indispensable.

For those offline retail brands which focus on physical channels, their task is to figure out how
to respond to changes in consumer behavior, challenges from online retailers and market
erosion due to disruption in traditional retail through digital transformation. Macy's has closed
more than 100 stores and shifted its focus to online operations and mobile shopping; ZARA is
committed to integrate e-commerce platform and brick-and-mortar; Senao International has
been actively deploying omnichannel. Simply put, traditional retailers are also actively

engaging in online channels.
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Regardless of online or offline retailing, both parties are aware of the need for virtual and
physical channel integration and have been working toward omnichannel experience.
® E-commerce operators have found that, although online shopping and browsing
products are convenient, having people to actually touch your products is more
convincing. It is hard to divide your overall shopping experience into online and offline.
If you expect a growth in revenue, it is important to have consumers directly engaging
with the products and make up for what is lack in e-commerce shopping.
® |n addition to digital transformation, physical retailers also consider upgrading
consumers’ in-store experience. By merging online and offline retail strategy, it is
hoped that the traditional retail industry will win back consumers in this digital and
mobile era.
®  For specific or new products, if consumers have not tried or used it, it is less likely for
them to directly order online. Besides, the amount spent by a customer in a single
transaction or purchase in physical store is often higher than online shopping, and the
conversion rate is also higher. Although Taiwan's e-commerce penetration rate is quite
high, based on consumers' actual shopping behaviors, physical storefront is still an

important shopping channel.

Consumer Shopping Journey - Touchpoints analysis

Advocate

Step 1. Pre-shopping  Step 2. During Shopping Step 3. Post-shopping

To promote omnichannel business model, retailers need to center on customer to business
(C2B)by connecting online and offline products, customers, and services, and bridging online
shopping behavior to physical storefronts experience to create a cohesive shopping

experience for customers through different channels.

In order to create a perfect customer experience, the brand must fulfill customers’ key needs
throughout customers’ shopping journey, whether it’s in-store, on the phone or online. If a
brand/product has good online word-of-mouth, and draw customers’ attention to purchase
yet the physical store service is disappointing to them, it is highly possible to lose customers

because of that.

1. Pre-shopping:
. Search for related inform. on, compare product/service/price, then decide

purchase channels.



2. During Shopping:

U Consumers usually use their mobile phones to compare prices online, search for
usage reviews and ask for opinions from their friends and family when shopping in-
store.

U Whether it is easy to find specific products

. Difficulty in making decisions between similar products

U Services provided by in-store sales

o Length of time waiting for checkout

. Diverse payment options

U In-store pickup or home delivery service

3. Post-shopping :
U After-sales services (communication mechanism, membership reward program,
etc.)

U Logistics services (product arrival and return management)

However, increase in Internet and mobile device popularity, leads to complexity in
omnichannel touchpoints management since each touchpoint is an opportunity to attract or
lose customer. Hence, how to improve customers’ experience will become an important goal

in the future.

By looking into retail trends, physical store still plays an essential role in omnichannel since
many Taiwanese still prefer human interaction and pleasant environs and this is why pop-up
stores and shop-in-shops have become such useful tools for “experiential marketing”
nowadays. Pop-up stores use creative displays to generate buzz and follow up with a strong
social media campaign to attract customers to walk in. Aside from opening just a limited
window of time, it not only sells products that are exclusive to the pop-up stores to create
share of voice for the brand but also delivers brand messages to consumers. Brands that
adopted “experiential marketing” strategy from recent market observations are listed as

below:

. COCO GAME CENTER - Cosmetics Arcades
Inspired by the large-scale gaming arcades from Japan, the exhibition is full of

gaming vibe.

. IOPE Lab
020 (online to offline) new retail experience, quick purchasing via QR code,

immediate products pick up without waiting.



. TSUTAYA BOOKSTORE X Airbnb = Overnight stay in the bookstore

Must-visit tourist spots in Japan
. Burberry

Click-and-mortar, a combination of digital technology and physical store,

salespersons can customize coats directly on iPads and place an order immediately.

Traditional retail industry has transformed to the new era of retail, mixing online, offline and
logistics. Hence, brands should be paying more attention to consumer experience, deliberating
on how to strengthen the click-and-mortar business model, providing personalized services to
customers through data analysis, optimizing services in physical stores, and simplifying online
platforms processes, for instance, offer online order, in-store pick-up service, promote in-store
digitalization with new technology. Omnichannel shopping experience has become a key task
for brands to think about to provide consumers with more humanized, seamless, cross-channel

purchasing experience.

Ipsos is the global leader in branding and marketing research and has locations in over 89
countries across the world. Our creative solutions help us build strong relationships which lead
to better results for our clients. This has made us the trusted advisor and with all matters lead
by our industry expert from measuring, modeling, to managing customer and employee
relationships.
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