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EXECUTIVE
SUMMARY

The retail industry is still in the early stages of adopting digital
technologies. Many retailers are still formulating plans for how to
introduce more advanced digital technologies and processes into
their organization.

As a whole, retailers are slowly building digital competencies at
the board and senior leadership levels. In addition, retailers are
working to establish the appropriate leadership messaging to
drive more advanced digital transformation.

However, there is evidence that the speed of adoption is
increasing. Every respondent noted significant benefits that are
achievable with the adoption of digital technologies. Many cited
efforts planned and underway to try to capture these benefits.

Many of the retailers that have active digital technology efforts
have encountered some form of schedule delay and cost
overrun. Most of these delays were due to incomplete or vague
requirements, underscoring the need for clear vision and
messaging from leadership.

Despite the challenges faced by retailers, a group of “Digital
Leaders” has emerged that is already reaping benefits from
improved customer engagement and operational efficiencies
born from digital adoption. In addition to outperforming their
peers, the Digital Leaders are establishing digital platforms to
enable them to capitalize on changing trends and customer
patterns inherent in a digital age.



HE STATE OF
RETAIL DIGITAL
ADOPTION

The wave of digital transformation that is sweeping across many
industries is just beginning to lap up on the shores of retail.

Less than half of the respondents to the survey stated they were
receiving business benefits from their investments in digital
technologies. In fact, 38% of respondents reported they have
not yet started on a broader scale implementation of digital
technologies.

Retail Boards are only wading into the digital discussion at this
juncture. Only 25% of respondents stated their board was
actively sponsoring their digital initiatives. A lack of technical
talent on the board exasperates the lack of digital sponsorship.
In our survey, only 6% of board members possessed technical
expertise.

As we reviewed the survey results, two distinct groups began to
emerge. Digital Leaders represent those companies that are
much more active in applying digital technologies to business
problems. Digital Explorers are those companies that are
exploring digital but have not fully committed to broad
implementation.

Reviewing the financial performance of the publically traded
companies in these groups, we found Digital Leaders enjoyed a
6% CAGR in revenues the past three years. Digital Explorers
revenue growth was relatively flat over the same period. In
addition, the average price-to-earnings ratio for a Digital Leader
was 22.32 versus 12.22 for Digital Explorers.



The board of directors for Digital Leaders have more technical
expertise and are much more active in the digital discussion.
The CEOQ'’s for Digital Leaders have formally endorsed digital
transformation as a strategy. The senior leadership of these
companies provides a strong, unified digital message to their
respective organizations. More importantly, Digital Leaders
altered their corporate culture to provide support for the
adoption of digital technologies.

Digital Leaders are ahead of their peers regarding Big Data and
Advanced Analytics. In fact, all Digital Leaders were pursuing a
Data Lake Strategy. Digital Leaders are actively deploying digital
technologies into their supply chain to enable added speed and
agility. Finally, the IT organizations for Digital Leaders are
pursuing the creation of digital platforms through the leverage
of Agile and Devops principles.

As a collective, many retailers are addressing digital
technologies largely in the same manner as other technology
projects; on a project-by-project basis.

All respondents are enhancing their e-commerce offering, and
over 80% either have or are developing a mobile loyalty
application. Other popular digital customer experience
solutions include personalized promotions, more
comprehensive payment processing, and enhanced store
information (via mobile or kiosk).

81% of respondents indicated they are either piloting or
considering some form of Internet of Things (I1oT) deployment.
In-store observation cameras and traffic counters are the most
prevalent loT solution. Half of the respondents are considering
in-store beacons and sensors.

Big Data and Advanced analytics efforts are underway for many
retailers. 31% of respondents have already implemented a Big
Data environment to enhance business insights. 44% are in the
process of implementing their Big Data environment. 38% of
respondents indicated they are actively using advanced
analytics. An additional 44% reported their advanced analytics
deployment is in process.



Blockchain is just beginning to appear on retailers radar. Only one
respondent had implemented a Blockchain-based solution. An
additional 19% of respondents are planning some form of Blockchain
effort.

For digital technology projects as a whole, 75% of respondents stated
they had experienced some delays and cost overruns. The primary
reason noted by 50% of respondents was lack of complete or well-
understood requirements. An additional 19% indicated lack of
expertise was the root cause of delays.

Regarding digital talent, only 25% of respondents noted they had the
majority of skills needed to deploy digital technologies already on
board. Of those without the required skills, the majority planned to
augment via external labor, while some planned to leverage managed
services or outsourcing as a means to move forward with their digital
efforts.

The table below illustrates the percentage of respondents currently
deploying or planning to deploy digital technologies in the specified
business area.

Business Area Respondents %
Marketing & Customer Engagement 100%
E-Commerce & Omni-channel 100%
Supply Chain & Replenishment 94%
Store Operations & Labor Management 81%
Merchandising & Assortment Planning 81%
Real Estate & Store Construction 62%



Respondents were also extremely optimistic about potential benefits
from deploying digital technologies. All expected to receive benefits
in Marketing/Customer Engagement and E-Commerce/Omni-Channel.
94% expected to receive benefits in Store Operations/Labor
Management and Merchandising/Assortment Planning. However,
44% expect digital to create benefits for Real Estate and Store
Construction.

Retail IT organizations are working hard to prepare for the
deployment and support of the new digital technologies. 75% of
respondents expect digital technologies to drive increases their annual
budget for 2019. IT organizations are adopting new tools and
techniques to help increase throughput and improve responsiveness.
These include service-oriented architectures (SOA), application
programming interface (API) management, and cloud development
platforms. Also, IT is expanding its search for skills. 75% of
organizations responding to the survey indicate they source technical
talent from multiple countries.

IT will be in a race against time as 75% indicated they expect
moderate to significant reductions in their typical batch processing
cycles in the next three years. With 87% of respondents having a
mixed environment of applications, this will be a significant
undertaking.



2018
RESPONDENT
PROFILES

The 2018 Retail Industry Digital Adoption
Survey obtained a wide variety of
respondents.

63% of respondents were publically traded
retailers, while 37% were private. Nine
different retail sectors are represented in the
survey.

80% of the survey respondents had annual
revenues in excess of $1B (USD). However,
the percentage of revenue generated by
e-commerce varied significantly across the
respondents.

Similarly, the number of employees for each
respondent had significant variability.

The vast majority of respondents (69%)
operate only in the United States. In terms of
store

count, the respondents were split, with 56%
operating less than 200 stores and 38%
operating over 1,000 stores. One respondent
was an e-commerce pure play (no stores)

Buy on-line return in store (BORIS) and Store
out of Stock (Buy Online in Store and ship to
home) were, by far, the most common omni-
channel capabilities currently being provided.

Retail Sector

Specialty (other)

Fashion

Sports & Leisure
Home & DIY

Health & Beauty
General Merchandise
Food

Electronics

Auto & Auto parts %
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®5-10%
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“ Greater than 40%

Omni-channel Capabilities

Buy Online Return in Store (BORIS)

Store out of Stock (Buy Online in Store, Ship 1
to Home)

Buy Online, Ship From Store to Home
Buy Online Pickup in Store (BOPIS) %
Other:
Buy Online Ship to Store |
Click & Collect |

None
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What Best Describes your Company's Digital Strategy

5 We have 3 defined digital business
strategy that is aligned with a separate IT
strategy.

We have components of a digital
business strategy imbedded in our
enterprise business strategy.

31% Qur digital business strategy is reflected
in our T Strategy.

S We do not have a formal digital business
strategy.

What Best Describes your Company's Current Digital Adoption

W have a defined roadmap for adopting digital
technologies; we have completed a substantial part of
the roadmap and are achieving planned benefit goals.

W We have a defined roadmap for adopting digital
technologjes; we have completed some of our
roadmap and are just beginning to achieve benefits.
We have 2 defined roadmap for adapting digital
technologies; we are just beginning the execution of
the roadmap and are not yet receiving benefits.

¥We are develaping a roadmap for the adoption of
digital technologjes.

4 We are nat developing 2 special roadmap for the
adoption of digital technologies.

What is the understanding and interest level in your company regarding your digital
business strategy or direction

H Widely communicated and understood. It s a majoe

= topic of discussion in the organization.
B Communicated and gamers some interest,

[ peimarily among corporate leaders andfor T,
Identfied, but not well communicated. Itis not
widely discussed inthe organization.

B Unknown and not communicated ina formal
manner,

W do not have a digital business strategy or
direction

How does your organization ensure the customer is reflected in business initiatives

L B Custome behavior 2nd sentiment i regulary tserved and anaytedin store, onling,
] strveys, and i social media, Trends and or paterns arecomelated across al data paints.

Protlemes are highlightied and o journey mags created to guide business nitiat

B Cusiomes behavior i reularly abserved through analyzing sales and tramszctional date
captured online and in-store. Customer input s ako sulicked via suvey instruments
Customer behaior s inferned through data analysis. Merchants and operators use this
analysis o drive follow-ups end new customer-criented iitiatives.

We do nat systemically aitempt to capture customer input to diive our business.
nitiatives.

HDther:

How does your organization encourage innovation and experimentation (prototyping)

B New ideas are solicited and captured through a

managed innovation process and fostered through a
screening and experimentation process.

& Management provides guidance on which ideas wil
be tested through a defined experimentation
processes.

i I Management provides guidance on ideas to be
‘tested, The experimentaticn process is ad-hoc and
changes for eachtest,

W There is no formal innovation or experimentation
program in cur organization.

DIGITAL
STRATEGY

Interestingly, there was little consensus among
survey respondents on the creation of an enterprise
digital strategy. Only 19% of respondents had a
defined enterprise digital strategy. An additional
25% had components of a digital strategy embedded
in their enterprise business strategy. Combining
these two groups, we arrive at 44% of respondents
with an enterprise digital strategy. More than 80%
of Digital Leaders have an enterprise digital strategy.

Organizations with an enterprise digital strategy
were generally further along in their digital
journey. Over 71% of these companies were
either achieving benefit goals or just beginning
to receive benefits from digital deployments.

In addition, nearly 90% of these organizations
were broadly communicating the strategy to the
enterprise.

Nearly all of the respondents to the survey were
very focused on gaining a deeper understanding

of their customer. Over 80% cited comprehensive
analysis that correlated customer behavior across
various interaction points with quantitative data to
better understand customer trends and patterns.
The respondents put this information to use as 81%
noted they had changed their customer engagement
model in the past two years.

Structured innovation programs are becoming
more prevalent in retail. 44% of survey
respondents indicated they had some form of
formalized innovation and experimentation
process in place. Not surprising, over 70% of the
organizations with a formalized innovation process
also had an enterprise digital strategy.



DIGITAL
GOVERNANCE

Retailers are still evolving their governance models to adapt to the pace of digital change. Organizations
that are more advanced in their digital deployments are leveraging special programs/initiatives or
aggregate reporting to better understand their enterprise-level performance and progress. Not
surprising, 80% of Digital Leaders have defined this form of governance model.

Executive level sponsorship is quite varied. 56% of CEQ’s have provided some form of formal
sponsorship for digital technologies. All of the Digital Leaders benefitted from CEO sponsorship. In
addition to the CEO, executive leadership plays a vital role in establishing the tone at the top of the
organization for digital innovation. Enthusiastic and credible executive messaging was a key enabler for
the Digital Leaders.

63% of survey respondents noted the existence of some form of aggregated goals and objectives for
digital efforts. However, only 38% of respondents indicated they had a single digital governing body or
individual responsible for digital efforts. In the majority of cases, digital efforts are following a path
similar to all other technology projects and initiatives.

How |s wour digital strategy or direction supported at the top of your organization s CEO Fermalhy § ml. . MMWT ot

Our digital efforts ane defined a5 propects, each which must iz M.-:Elinsh'ni.m sponiods the
SN O IL5 wn ABNin and each project has K5 own Specifc i dighal e of the oy
Sponsar |

CED [hesd of organization] is the averall leader snd has
apoointed & dngle leader 10 cversee the nitiative T W4 - Be 0 N"Mtﬁﬁ.m
teigpls B e orsErikp o e
et
We do not have a digital strategy or direction

CEQ is cwnrall leader and 3 commitiew has been appointed to g e
T overseetha intiate o | gl ut s formy ded

supper!for 3 broader digial nibaive

0% 5% IOW IFN 0% 3I5M 30N 35% 40 45

‘What best describes how your orgarization perceives executive leadership messaging on What best describes the povemance model used for the depboyment of digital iechnologies
the adoption of digital technolagies

B sperial, overarching, eograe o iniiative i defiresd and
omeriem by an esscutve or group. Al efforts e
S Emaqutive beadership has organizational cred ity enbiuted s thes stracture with refulir st upeies
{arust) asd s enthesitic in s suppert for digtal
technologies
(gl technologies ace deployed in Bt sioae mamnir i
B Eweoytivet ktadershipis ethunsiastic in it fupport for othar teckrolgy eflons with aggregate seporting showing
digital tedhnologess but has nof yed earned the tnat T agains! an gverasching gian or direction
of the organiEison y

Eneoutive ieadership is penerally supportive of digital (g tachnologes; e deployed in the ame mamer 6
technolagies but i mat unified in its message andjor ot echrolgy e
fugpart




DIGITAL
GOVERNANCE

Justification and funding for digital initiatives are also following a familiar path for most retailers. 94% of
respondents indicated they use the same funding mechanisms for digital as they do for all other technology efforts.
Nearly 70% of respondents report the CEO and CFO are the primary decision-makers for funding digital
technologies. In most other cases, this decision falls to either an IT or special digital committee. Ultimately,

the responsibility for lobbying for digital technology efforts still incorporates the CIO 88% of the time.

However, when it comes to deployment, a form of steering committee predominantly makes the final call.

viwhat role or group s responsible for justifying expenditures for digital
technologies

Haad af IT (CIO ar ather) |

SPonsSoring Dusiness eRecutive .'_%
Standing IT steecing comumittees %

Digital technology committes or group h | |

Orther: ‘h |
e

o v
FI=1 &
Tt ‘
GO J
B0

b E=ls by

What role or group makes the final decision on deploying digital technologies

m— m— L —-—-——-'——I —
Business and IT Steering Commitiees — - —
Dther:
CEC
[ [ ]
Business Strategy function
Digital Technology Steering Committes
ooy
CFoy
Entarprise program management office B i
O 1O 20 30 A0 SO GO
What rode ultimately decides if a digital technalogy effort will be funded What best describes the way digital technologies are funded in your company
8 CED iChind Exnecutive Offioee)
B [igital bechachagy ert hiwe  new
PO [Chief Financial Officer] |ekfierent) funding model than
tradsonal techeaiogy eSarts
" . B gl techaslagert folknw tha st
0 {Chief infarmation Offices or seior funding path 2s ol sher
T lesasdier) efforts
& Spicial Digtal Cammittes oF Grong
& Other:
How are your digital techmology efforts justified by the business
_— . . i There i an overarching poal for dipital adopiion,
Dioes your organization require quantifiable benefits (ROI, etc.] in order to approve Fewever, all dgital eforts require justfication in
technology efforts terres of buniness wabse (RN orother) and
Rrbegcalignment.

B¥es-all vechnology efforts must show A gearpring il infSative has baes Sefised

benefits o be approwed wih i ighlevel baness case, Wl egratetions
are approwed and justified under this umbrella.
BYes ~for all effiorts ather than
compliance or replacement/upgrades
Dgital sechnology efforts are defined as
K standalone projects and must be jussified
indwidualy.
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DIGITAL

GOVERNANCE

In terms of governing various digital initiatives, there are discrepancies in how organizations oversee
efforts based on business area. Marketing and e-commerce efforts were much more likely to part of a
broader function or enterprise level digital initiative.

What best describes how the adoption of digital technologles for Merchandising &
Assaortment Planning is sponsored by the business

= The digrtal efforts are part of a broader corporate
digital Inttiative sponsored at the enterpnse level.

= The digital efforts are part of a digital inmative
inside the functional area and 1s sponsored by a
single functon executive.

 Each digital effortin functional area 1s a separate
project, each of which could have a differsnt
sponser

= we are not planning any use of digital technologies
in this functional area

What best describes how the of digital for E-commerce &

Channel is sponsored by the business

= The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level.

= The digital efforts are part of a digital
imiiative inside the functional area and is
sponsored by a sngle funcnion executive.
Each digital effort in functional area s a
separate project, each of which could have 2
different sponsor.

= \we are not plannming any use of digrtal
technologies in this functional area

What best describes how the adoption of digital tachnologies for Marketing 8
Customer Engagement (s sponsored by the business
0%

= The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level.

= The digital efforts are part of a digital
nitiative inside the functional area andis
sponsored by a single function executive.

- Each digrtal effort in functional area s a
separate project, each of which could have a
different sponsor.

= we are not planming any use of digital
technologies in this functional area

What best dascribes how the adoption of digital techneologies for Supply Chalin &
Replenishment Is sponsored by the businass

= The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprse level.

= The digital efforts are part of a digital
inimanve nside the functional area and is
sponsored by 2 single function executive.

 Each digital effort in functional area s a
separate project, each of which could have a
different sponsor.

= we are not planning any use of digital
technelegies in this functional area

What hest describes how the adoption of digital technologies for Store Operations
& Labor Managemaent is sponsored by the business

= The digital efforts are part of a broader
corporate digital iInmiative sponsored at the
enterpnse level.

= The digital efforts are part of a digital
Initiative nside the functional area and 1s
sponsored by a single function executive.

« Each digital effort in functional area 15 a
separate project, each of which could have a
different sponsor.

= We are not planning any use of digital
ted in this functiohal area

What hest describes how the adoption of digital technologies for Real Estate &
Store Construction (s sponsored by the business
o
= The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level.

= The digital efforts are part of a digrtal
Initiative mside the functional area and 1
sponsored by a single function execunive.

=R . Each digital effort in functional area 1= a
separate project, each of which could have a
different sponsor.

(

= we are not planming any use of digital
technelegies in this functional area

12



RETAIL DIGITAL
DEPLOYMENTS
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INTERNET CUSTOMER BIG DATA & BLOCKCHAIN
OF THINGS EXPERIENCE ADVANCED
(10T) ANALYTICS
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DIGITAL
DEPLOYMENT
SUMMARY

88% of respondents have started some form of digital
technology project. Of those organizations that have started
a digital technology project, 86% have experienced delays
or cost overruns on at least a portion of their efforts.

By far, the number one reason for setbacks on digital
technology projects has been lack of complete or well-
understood requirements. 62% of respondents noted digital
technology is a stated business direction. Given this high
percentage, we would expect to see increasing focus from
business executives which should help alleviate the lack of
clarity in requirements.

Specific digital technology deployments varied across the
respondents. 87% of respondents with physical stores
were deploying or considering deploying a variant of Internet
of Things (IoT) technology. Not surprising, 100% of
respondents had efforts underway to improve customer
experience. 81% of respondents were active with or
preparing for, a big data deployment. 94% were active
with or planning for, deployment of advanced analytics.
Interestingly, advanced analytics was also noted as the
most difficult digital technology to adopt by 44% of
respondents. Only 6% of respondents indicated they
were actively deploying blockchain, while another 19%
had plans to begin work on blockchain.

Respondents noted that integration was their most
challenging technology hurdle to overcome to deploy
digital technologies successfully. Architectural choices
and rapidly changing standards and industry players
followed closely behind integration in terms of
technology challenges.

To overcome these challenges, retailers are leveraging
cloud platforms and implementing integration layers. In
many cases, retailers are taking the additional step to

build extensible digital platforms that offer easy

extensibility and mitigate the impact of technological change.

Of the digital technologies you are attempting to adopt, which have posed the most
difficulty

Advanced Analytics (including Al
Big Data
Cloud [[aas, Paas, Saas)
Virtual Reality andfor Augmented Reality
Rebotics (including Al} .
Bockehsin |
ot |
other:
Autanamous delivery vehicles
Mobile |

O% 5% 10W 15K 20W 28K 30% 35K 40% 45K

How is your organization coping with the quickly changing retail technology

of
eventof dhange
RELOGIING 3N TELraining of e T STafe Lo b

‘Adoption of a Bi-modal aperoch o selution seveicpment (D

0% 10% 0% 30N 4% SON 6% TO%

If you company has begun execution on efforts to adopt new digital technologies,
what best describes the success of those efforts

Some projects and efforts have experienced delays or cost
ver-runs.

Al projects and effarts have been delivered on time and on =
budiget.
oo D

‘We have not started execution on digital technaologies g

M6 0% 20M  30% 0% S0% 60% TOM  80%

Ifyou experienced issues with the deployment of digital technologies, what was the
primary root cause
& Lack of complete and/or well understood
13% requirements
¥ Business spansorship

Technology issues (hardware, software,
Cloud, etc.)
H Lack of expertise

 Other:

What have been the largest technology hurdles to overcome to adopt digital
technol ogies

megravon |
Architectural choices |
Rapidly charging standards and/or industry players
Dutamovement fmessaging. replcation, ETL. etc] |
Wetwork bandwidth |
Other:
Di: ¥
Computing power =
Data storage capacity and speed = )

% 10% III'.G Iﬂh -ll;f- !LTI“
‘What best describes your current organizational perception of digital adoption

o W Digital is a stated direction, our approach is
widely known and digital efforts are a major
topic of discussion inside our organization

W Digital is a stated direction, our approach has.
been communicated, but digital discussions
are primarily at the leadership and T level
Digital is a stated direction, but the approach
hias not been widely communicated in our
organization

& Digital efforts are condudted primarily as
standalone technology (1T} efforts and are
not positioned differently in the organization

& We are not pursuing digital technologies at
this time




Survey respondents are still early in their deployment of 1oT technology. While 87% of retailers
with physical stores are planning 10T initiatives, none were fully deployed. Most respondents
indicated they are in pilot mode or exploring some form of rollout.

80% of Digital Leaders are pursuing beacons/sensors and self-service kiosks/vending machines.
60% are pursuing digital signage. However, for the most part, Digital Leader’s tendencies in loT
are in step with other survey respondents.

The primary inhibitor for loT deployment is business prioritization. 10T is not yet viewed as a
critical enabler by the business. Poor or unclear business value is cited as the second largest
inhibitor. IoT technologies are more expensive to deploy due to their distributed nature. To
justify these costs, retailers will need a strong business case. As indicated by survey results,
business case definition is still an issue for many retailers. However, it should be noted; none of
the respondents cited cost as the primary inhibitor to loT deployment.

Which of the following loT Technologies are currently either in some form of production rollout With regards to loT technologies as a collective, what best describes your overall deployment
or being considered status

|
In-store observational cameras and traffc counters
Beaons or sensors

i The technology s deployed in pilot ocatians (stores)

Self service kiosks and vending machines b We ave o plans to resiew this echnology at this ime
i ! J
Digalsgnage | J The technology is being evaluated for deploy
Nnneohhea.boue ] We planto revew this technology n isal 2019 e

Smart mirmors | ]

Wearable technology | We planto review ths technology is fiscal 2018 :
Smart shelves | _ ‘

Fectonc shelfbels | . . . The technology s deployed in the majority of the chain | . .

0% 10% 0% 30% 40% 50% 60% 0% 0 5% 0% D% W% B% M Bh A%
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What benefits do you expect to receive from your investment in Internet of Things

Improve customer experience & engagement
Improve data quality & accountability

Improve efficiency (decrease costs)

Increase revenues

Launch new products and/or services

Gain new customer insights

Drive new customer growth (on-line, mobile, store)

Enhance or transform business processes

Improve customer trust

- IS v - - - - - - - -

026 596 1026 15%% 20% 25% 30% 35% 40% A45%% 50%

What statement best describes your assessment of the business results delivered to
date for your deployment of Internet of Things

We have no plans to deploy these technologies at this time

Our deployment(s) is not yet complete

Our deployment is successful but it is too early to determine
if we will achieve our business results

Our deployment efforts failed

Our deployment is successful and is beginning to deliver
business results
Our deployment is highly successful and has led to innovative
and transformative business results

= B - -~ - - —
0% 10% 20%% 30% A40%% 50% 60246

What are your primary inhibitors to adopting Internet of Things inside your
organization

Perceived as a lower priority
Poor or unclear business value
Other

Lack of business sponsorship
Cost

Technology reliability

Lack of available technical talent

Poor master data quality

- - - -

-
0% 5% 10%6 15%6 20% 25% 30%% 35% 40%%

How do you perceive your adoption of Internet of Things compared to your retail
0% peers
“ Ahead of most

63% W On par with most

Behind (lagging) maost

What groups in your company will directly benefit from the implementation of
Internet of Things

Supply Chain

Stores

Information Technology

Store Operations (Field & Corporate)
Merchandising

Marketing

Other Corporate Function

Human Resources

Finance

0% 10% 20% 30% 40% 50% 60% 70%
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CUSTOMER
EXPERIENCE

Customer Experience(CX) represents a broad spectrum of digital technologies. Numerous surveys
conducted previously on CX have noted it to be the primary focus area for many retailers. Our survey
results were consistent with these previous findings. Despite heavy emphasis over the past two years,
retailers continue to increase their efforts to modernize and improve elements of their CX. 94% of
survey respondents expect to increase CX efforts in 2019. These efforts will focus on the gamut of e-
commerce, mobile, and stores.

Survey results indicate respondents have placed significant emphasis on e-commerce initiatives over
the past two years. 75% of respondents believe their e-commerce CX was on-par or ahead of their
peers versus 62% for mobile CX and 67% for in-store. There are a wide variety of CX initiatives pursued
by retailers. Survey respondents referenced 14 different CX initiatives. More than 50% of respondents
referenced six of these 14 initiatives.

CX was the area of digital adoption that was providing the most benefits to retailers. 57% of
respondents noted their CX initiatives were already delivering results. 80% of the Digital Leaders
already see benefits from their CX initiatives.

Also, to improve the overall experience, many retailers were adopting new associate-facing tools to
improve customer engagement. Store communication portals and Mobile POS were the two most
popular associate-facing tools, followed closely by Mobile information tools (enhanced information on
products, inventory, pricing, promotions, among others). The primary inhibitors to CX success are cost
and poor master data quality. Due to the distributed nature of retail, cost is not a surprise. Neither
was master data quality, as retailers continue to work with portfolios full of custom and best-of-breed
applications.
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Which of the following Customer Experience efforts are currently either in some form of
production rollout or being considered

Enhanced e-commerce capabilities

Mobile customer loyalty application

Personalized promotions

Enhanced or new store infoermation via mobile app or kiosk
Payment processing (Mabile, Contactless, Paypal, Venmo,
Mobile alerts and notifications

Digital signage

Personalized product aptions

Online frictionless checkout

Smart Mirrors or Connected Fitting Room

In-store frictionless checkout

Augmented reality

Interactive signage

Virtual reality

Mone of the abowve

Mobile shopping application

0%  10% 20% 30% 40% 50% 60% 0% 80% 90% 100%

How do you perceive your adoption of E-commerce customer experience compared How da you perceive your adoption of Mabile customer experience companed to
o your retail prers ‘your retail peers
& Ahead of mast W hiad of moi
5 On par with most 0n par with mait
& Behind (lagpng) most “ Eatinad laggpng] most
How do e adoption of In-store customer experience companed to ‘What do you expect in terms of the number of customer experience [CX]
e your retail peers . efforts in 2019 compared to 2018
S khead of st os
1 Mo C eflorts in 2013
8 bout the same bevel of O efforisin
Bn par with most oy
 Fewer O efforts in 2019
~Behind [lagging) mast

What will be the primary orientation for upcoming CX efforts

E-commearce, Mobile, £ Store
E-cormmerce & Store
E-carmmerce & Mokbile
Eccomimarca [anline)

hMobile & Store

In-store

raobl e

" -~ b B e L= = B
(£ 5% 10% 15% 20% 25% B0 EL A0

Are you providing any of the following tools/solutions to store associates to improve
customer experience

Store communication partal (on store devices or available on
emplayee devices)

MMobile POS

Mabile infarmation teals (enhanced product infarmation,
inventory visibility, pricing. promotions, product locators, etc.)

Crigital trainimg

Clientelling

Other:
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What statement best describes your assessment of the business results delivered to
date for your deployment of Customer Experience

-

Our depleyment is successful and is beginning to deliver
business results

S —

Cur deployment(s) is not yet complete

Cur deploeyment is successful but it is too early to determine
if we will achieve our business results
Cur deploeyment is highly successful and has led to inneovative
and transfermative business results

wWe have no plans to deploy these technelogies at this time Il
&

02s 5

Cur deployment efforts failed
= - . ~ - i -

1526 202 252 30% 352 40%%

2

102s

.
-

452

wWhat benefits do you expect to receive from your investment in Customer
Experience

Gain new customer insights

Increase revenues

Improve customer experience & engagement

Drive new custemer growth (on-line, meohile, store)
Im prove customer trust

Launch new products and/or services

Enhance or transform business processes

Improve data quality & accountability

Improve efficiency (decrease costs)
" - T

0% 10%6 20%%5 30%%5 40% 50%% 60%6 70%%5 80%%5

-

90%6

What groups in your company will directly benefit from the implementation of
Customer Experience

Marketing

Merchandising

Stores

Store COperations (Field & Corporate)}
Infaormation Technalogy

Other Corporate Functicn

Supply Chain

Hurman Rescurces

Finance

20%

(sl 10%% 20% 30% 40%6 50%5 60% 7055 80%

100%s

What are your primary inhibitors to adopting Customer Experience inside your
organization

Cost

Poor master data quality
Technelogy reliability

Perceived as a lower pricrity
Poor or unclear business value
Cther

Lack of available technical talent

Lack of business sponscrship

s = =

025 2% 4% 696 8% 10%6 122 1424 16%6 18%%

-
T

20%
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BIG DATA & ADVANCED
ANALYTICS

Big Data and Advanced Analytics are other digital technologies garnering significant interest from
retailers. 76% of respondents indicated their Big Data efforts were either completed or in progress.
82% of respondents reported their Advanced Analytics efforts were in the same state.

56% of respondents indicated they were using some form of cloud or third-party service to facilitate
their big data environments. 32% of respondents cited some type of on-premise solution (Hadoop or
relational). The Data Lake was the most popular architectural pattern for Big Data, mentioned by over
50% of respondents. Predictive analytics was the predominant form of advanced analytics referenced
by respondents. Artificial Intelligence (including Machine Learning and Cognitive Computing) followed
closely at 63%. Interestingly, 80% of digital leaders are pursuing Artificial Intelligence initiatives.

Retailers are targeting a variety of use cases for advanced analytics, with customer marketing and
promotions the highest at 88% of respondents. Product assortment optimization and customer
product recommendations followed, with both cited by over 50% of respondents.

While half of respondents felt they were on par with their peers regarding Big Data, 56% believe they
are behind their peers in the adoption of Advanced Analytics.

38% of respondents had completed at least a portion of their Big Data and Advanced Analytics
deployment. This percentage contrasts sharply with 80% of Digital Leaders at the same state of
deployment.

As with CX initiatives, cost was the most frequently cited inhibitor. Survey respondents cited master
data quality and availability of technical talent as the next biggest inhibitors. The skill noted by

respondents as hardest to find (and fill) was Data Scientists and analysts.
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BIG DATA &
ADVANCED ANALYTICS

Which of the following best describes your current state regarding big data

“We have deployed big data environment(s) and are
leveraging our investment to gain new business
insights and increase business value.

“we have deployed big data environment(s) but are
still in the process of gaining new insights and
increasing business value.

“ We are in the process of deploying our big data
enviranment(s).

“We are planning a big data initiative, but have not yet
started.

“We are not planning a big data iative at this time.
We plan to continue to use existing tools for our data
analysis needs.

What technology(s) you are using to host your big data environment What is the architecture patten(s) you are using for your big data environment

4

Paas
Other.
Relational on-premise

Data Lake
Data Warshouse

‘We do nat have a big data environment DataMan

Hadaop an-premise
D8ass
Hadoopaas

Data Discovery

Qther:

NoSQL on-premise Fog Compusing[edge computing]

y R VA S S
5% 0% 5% 10%  15% 20% 15%  30W oW 40% 4K S0

Which of the following best describes your current state regarding advanced analytics

W We are actively using advanced analytics to gain
new business insights and increase business
value.

“ We have are using advanced analytics but are still
in the process of gaining new insights and
increasing business value.

© We are in the process of deploying advanced
analytics.

“We are planning te use advanced analytics, but
have not yet started.

“ We are not planning any use of advanced
analytics at this time,

What are your current or planned high-level business use cases for advanced analytics

Customer marketing and promotions
Product Assortment optimization
Customer Product Recommendations
Inventory allocation and replenishment
Fraud Detection

Physical store layout

Other:

Predictive analytics

Artificial Intelligence, Machine Learning, Cognitive Computing
Data Mining

Sentiment analysis

Semantic analysis

Pattern matching

Other:

0% 10% 20% 30% 40% 50% B0% 70% 80% 0%

How do you perceive your adoption of Big Data compared to your retail peers

0%
“ Ahead of most

W On par with most

© Behind (lagging) most




BIG DATA &
ADVANCED ANALYTICS

How do you perceive your adoption of Advanced Analytics (Including Al) compared

to your retail peers

6%

“ Ahead of most

W On par with most

~ Behind (lagging) most

What statement best describes your assessment of the business results delivered to

date for your deployment of Big Data & Advanced Analytics

Our deployment(s) is not yet complete

Our deployment is successful but it is too early to determine
if we will achieve our business results

We have no plans to deploy these technologies at this time

Our deployment is successful and is beginning to deliver
business results

Our deployment efforts failed

Our deployment is highly successful and has led to innovative
and transformative business results

+ - - F e

-~

-~

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

What are your primary inhibitors to adopting Big Data & Advanced Analytics inside

your organization

Cost

Lack of available technical talent
Poor master data quality
Perceived as a lower priority
Poor or unclear business value
Lack of business sponsorship
Other

Technology reliabili
ey v v - v ve
0% 5% 10% 15% 20%

25%

What benefits do you expect to receive from your investment in Big Data &
Advanced Analytics

Gain new customer insights

Increase revenues

Improve data quality & accountability

Enhance or transform business processes

Drive new customer growth (on-line, mobile, store)
Launch new products and/or services

Improve efficiency (decrease costs)

Improve customer experience & engagement

Improve customer trust

- ~ * r~ * ¢ "
0% 10% 20% 30% 40% 50% 60% 70%

80%

90%
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BLOCKCHAIN

Blockchain received the least attention of any of the digital technologies in the survey. 75% of
respondents noted that they are not planning a Blockchain initiative at this time. In addition, 50% of
respondents did not weigh in on high-level business use cases as Blockchain was not in their 18-month
planning horizon.

As Blockchain is a newer, more unproven technology in retail applications, there is a lack of clarity in
the business value, resulting in the business perceiving it as a lower priority.

The business cases most cited by respondents focused on supply chain activities, which is consistent

with other retail research. Surprisingly, there was little interest shown in applications of Blockchain
that could potentially impact the customer experience (loyalty, promotions, or other).
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Which of the following best describes your current state regarding blockchain

0%
“we have deployed blockchain and are

seeing positive returns on our
investment.

“we have deployed blockchain but are still
in the process determining business value

We are in the process of deploying
blockchain.

EWe are planning a blockchain initiative,
but have not yet started.

“ We are not planning a blockchain
initiative at this time

What are your current or planned high-level business use cases for blockchain

Blockchain is not in our 18 month plan horizon
Supply Chain traceability

Vendor/Supplier collaboration

Customer or vendor payment processing
Customer Loyalty programs

Other:

Digital advertising, promotions, and coupons

Real Estate contracts

- L “ “ e “ “ “ s ra v

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

What statement best describes your assessment of the business results delivered to
date for your deployment of Blockchain

We have no plans to deploy these technologies at this time

Qur deployment(s) is not yet complete

Our deployment is successful and is beginning to deliver
business results

Our deployment efforts failed

Our deployment is successful but it is too early to determine
if we will achieve our business results

QOur deployment is highly successful and has led to innovative
and transformative business results

-

v ¢« - = ~ ¢ R
0% 10% 20%% 30% 40%% 50% 60% 709% B80% 90%
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How do you perceive your adoption of Blockchain compared to your retail peers

0%
& Ahead of most

i On par with most

Behind (lagging) most

What are your primary inhibitors to adopting Blockchain inside your organization

>
Perceived as a lower priority ‘%

Poor or unclear business value

Other

Lack of available technical talent
Lack of business sponsorship
Cost

Technology reliability

Poor master data quality

v f - i #“ s I v
0% 5% 10% 15% 20% 25% 30% 35%

What groups in your company will directly benefit from the implementation of Big
Blockchain

Supply Chain

Finance

Information Technology

Stores

Other Corporate Function
Merchandising

Store Operations (Field & Corporate)
Human Resources

Marketing

f - v ~ 1 * v

0% 10% 20% 30% 40% 50% 60% 70%

What benefits do you expect to receive from your investment in Blockchain

Enhance or transform business processes

Improve efficiency (decrease costs)

Improve data quality & accountability

Improve customer trust

Launch new products and/or services
Gain new customer insights

Drive new customer growth (on-line, mobile, store)

Increase revenues =
|
I
|
!

Improve customer experience & engagement

0% 10% 20% 30% 40% 50% 60%
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Retail Business Impacts and Benefits

Survey respondents are actively pursuing digital technologies across a variety of retail business areas.
While increasing revenue is the predominant goal, other goals such as increasing speed, decreasing
costs, and improving customer engagement were high on respondents lists.

Digital Leaders were especially active. 100% of Digital Leaders were either active with or planning
digital initiatives in every major business area, except for Real Estate & Store Construction.
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MERCHANDISING
& ASSORTMENT
PLANNING

82% of survey respondents are active
or plan to be active in the deployment

of digital technologies to enhance the

Merchandising & Assortment Planning
functions.

The primary focus for digital
technologies in Merchandising &
Assortment Planning is to increase
revenues. However, business benefits
were not limited to revenues. Five
other benefits received more than 50%
of respondents votes.

All of the Digital Leaders were active
in the Merchandising & Assortment
Planning functions. Digital Leaders
focus was slanted towards analytics
versus Cloud for the Digital Explorers.
100% of responding Digital Leaders
referenced the pursuit of some form of
Big Data or Advanced Analytics effort
in this business area.

Most Digital Leaders expected some
structural changes and significant
responsibility changes as part of their
deployment in Merchandising &
Assortment Planning.

‘What is the PRIMARY focus of adopting digital tec gies in ising & Assortment
Planning
{“ ' ]
Impi d insight
Mone planned
Decreased costs
Improved agility ’
% 10% 20% 30% 40% 50% 60%

What specific business benefits do you expect to receive from the use of digital
technologies in merchandising and assortment planning processes

Increased revenues
Improved responsiveness to shifts in customer preferences I
1

Improved (better targeted and more accurate) assortment

Increased visibility to changes in customer patterns and
Increased process efficiency (more throughput, faster
Assortment localization
Decreased costs

We are not planning any use of digital technologies in this h

Other: 'l J )
- v i * v “ s .' +

0% 10% 20% 30% 40% 50% 60% 70% &80% 90%

What is the expected impact to the Merchandising & Assortment Planning organization as
a result of adopting digital technologi

 Organization structure, roles and responsibilities will be
significantly changed

0%

& Qrganization structure may be moderately changed,
roles and responsibilities will be significantly changed

Few changes (if any) to organization structure, roles

and responsibilities will likely be changed in some

fashion
Ele] {l

changes are at this point

“ Mo organizational changes are planned as the result of
digital adoption

What best describes how the ad
Assortment

ion of digital technologies for Merchandising &

ing is sp by the

W The digital efforts are part of a broader corporate
digital initiative sponsored at the enterprise level.

W The digital efforts are part of a digital initiative
inside the functional area and is sponsored by a
single function executive.

Each digital effort in functional area is a separate
project, each of which could have a different
SpOnsor.

E'We are not planning any use of digital technologies
in this functional area

Are you currently deploying or to deploy digital h gies in
Merchandising & Assortment Planning

 Currently in production or in process

“ Planned, but not active

Not planned
Is your company currently or planning to use any of the following digital technologies to
t or form p in Mer g & Assortment Planning]

Big Data ﬁ=="=‘=‘

Cloud (laa$, Paas, Saas)
Advanced Analytics (including Al)
Mobile ?
Other
Blockchain
Virtual Reality and/or Augmented Reality
laT
Sodial

¢

10%  15%  20%  25%  30%  35%  40%  45%  50%

0% 5%
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What is the ¥ focus of adopting digital
Labor Management

e ]
mproved insight |
——

None planned

in Store Of &

STORE

OPERATIONS
== BN E RS ERENE < LABOR
ey |\ ANAGEMENT

What specific business benefits do you expect to receive from the use of digital technologies
in store operations and labor management processes

[Better customer engag: in the store

Increased revenues

Increased store associate productivity

Emgrove $1arD COnFerIon of custanm o Eraffie 10 saley e

Improve customer sati ion with tha store

Decreased costs | lined and d pr 5]

Shift more store associate time from support activities to seling

Improved store associate schedule coverage

87% of survey respondents are active or
preparing for the deployment of digital
technologies to enhance the Store
Operations and Labor Management
functions.

Improved in-stock performance
We are nat planaing any use of digital technologies in this process.
Other: }

0% 10%  20%  30%  40%  SO%  &0% 0%

The primary focus for digital technologies

in Store Operations and Labor
Management is to decrease costs.
100% of Digital Leaders cited
decreasing costs, versus 45% of
Digital Explorers.

What is the expected impact to Store Operations & Labor Management's
organization as the result of ad g digital technologi

 Organization structure, roles and
" ities will be changed

& Organktation structure may be moderately
changed, roles and responsibilities will be
significantly changed
Few changes (If any) to organization
structure, roles and responsibilities will likely
be changed in some fashion

& Drgankzational changes are unknown at this
point

Seven other benefits received mention
from over 50% of respondents, indicating
a broad area of focus for retailers.

“ Mo organizational changes are planned as
the result of digital adoption

‘What best describes how the adop of digital technol, for Store O
the

& The digital efforts are part of a broader
corporate digital initiative sponsored at the

Digital Leaders were very focused on
the use of Cloud, Big Data, and
Advanced Analytics in this space. Digital
Explorers favored Mobile and Cloud
efforts, with few mentioning Big Data or

enterprise level,
& The digital efforts are part of a dightal

& Labor issp by
initiative inside the functional area and is
sponsored by a single function executive.
3%
Eseh digitsl effort in functional ares is s
. - | separate project, each of which could have a
different sponsor.
# \We are not planning any use of digital

ies in this functional area

Advanced Analytics.
Are you currently deploying or planning to deploy digital technologies in Store
Operations & Labor Management

Digital Leaders expect Store Operations
& Labor Management roles and
responsibilities to change, accompanied
Not planned by minor to moderate structural change.
' Digital Explorers varied between no
impacts to significant impacts.

¥ Currently in production or in process

& Planned, but not active

Is your company currently or planning to use any of the following digital
technologies to enhance or transform processes in Store Operations & Labor
Management

Cloud 1245, Paas, Saas) | S S S )
e —————
Advanced Analytics (including AR} W
big Data
o7 I ——
Social  ——
virtual Reality and/or Augmented feality E
Other ‘
Blockchalin '
0%




E-COMMERCE
& OMNI-CHANNEL

100% of survey respondents are active or plan to be active in the deployment of digital technologies to
enhance E-commerce & Omnichannel functions.

The primary focus for digital technologies in E-commerce & Omnichannel is, as expected, to increase
revenues. Six other benefits received mention from 70% of respondents as retailers continue to prioritize
efforts in this area.

Like all respondents, Digital Leaders were very focused on the use of Cloud and Mobile in this space.
80% of Digital Leaders reported the use of Big Data and Advanced Analytics compared to 55% of Digital
Explorers.

Digital Leaders had a broader focus on benefits in this space. 100% of Digital Leaders cited improved
responsiveness to shifts in customer preferences, increased customer satisfaction & experience, and
increasing revenues as primary benefits. Digital Explorers cited increasing revenues (82% ) and
increasing conversion of on-line traffic (82%) as their primary benefits.

Over 80% of Digital Leaders expect moderate structural changes and significant role and responsibility
changes for E-commerce and Omnichannel functions. 46% of Digital Explorers expected minor to no
changes, 27% expected moderate to significant change, while 27% were not yet clear on changes that
will occur.

Are you currently deploying or planning to deploy digital technologies in E-
commerce & Omni-Channel
0%

® Currently in production or in process
® Planned, but not active
“ Neot planned

What best describes how the adoption of digital technologies for E-commerce &
Omni-Channel is sponsored by the business
0%

™ The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level.

 The digital efforts are part of a digital
initiative inside the functional area and is
sponsored by a single function executive.

~ Each digital effart in functional area is a
separate project, each of which could have a
different spaonsor.

EWe are not planning any use of digital
technologies in this functional area




E-COMMERCE &
OMNI-CHANNEL

What specific business benefits do you expect to receive from the use of digital
technologies in e-commerce and omni-channel processes

Increased revenues

Increased customer satisfaction & experience

Increased conversion of on-line customer traffic

Improved responsiveness to shifts in customer preferences
Increase personalization of customer offerings

Create or enhance customer experience to be secamless across
Increased visibility to changes in customer patterns and behaviors
Increased process efficiency (streamlined and automated
Decreased costs

Other:

We are not planning any use of digital technologies in this process.

0% 1026 20%  30% 40% 50% 60% 70% 80% 90%

Is your company currently or planning to use any of the following digital
technologies to enhance or transform processes in E-commerce & Omni-Channel

Mo bile

Cloud (laas, Paas, Saas)

Social

Advanced Analytics (including Al)

Big Data

Virtual Reality and/or Augmented Reality
loT

Other

Blockchain )

0% 10%a 20% 30% A0%% 50% 60% 0% H09s 20%  100%

What is the PRIMARY focus of adopting digital technologies in E-commerce & Omni-
Channel

Increased revenues
Improved agility
None planned
Improved insight

Decreased costs

Increased speed

0% 10% 20% 20% 40% 50% 60% 70% B0% 90%

What is the expected impact to E-commerce & Omni-Channel's organization as the
result of adopting digital technologies

= Organization structure, roles and
responsibilities will be significanthy changed

W Organization structure may be moderately
changed, roles and responsibilities will be
significantly changed

~ Few changes (if any) to organization
structure, roles and responsibilities will like by
be changed in some fashion

“Organizational changes are unknown at this
point

“ No organizational changes are planned as
the result of digital adoption
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SUPPLY CHAIN
& REPLENISHMENT

93% of survey respondents are active or plan to be active in the deployment of digital technologies to enhance

supply Chain & Replenishment functions. The primary focus for digital technologies in Chain & Replenishment is
improved speed. However, there was much less concurrence among survey respondents on this topic. 11
potential benefits were reference by 30% or more of respondents. The variance of supply chain functionality
across retail segments is the likely reason for this widespread in anticipated benefits.

100% of Digital Leaders focus on Big Data and Advanced Analytics for their Supply Chain and Replenishment
functions, compared to 55% of Digital Explorers. There was also little consensus on the organizational impact of
adopting digital technologies in Supply Chain & Replenishment. Survey respondents split across moderate
change, minor change, no change, and changes unknown.

VWhatis the PRIMARY focus of adoping Higita technologies in Supply Chain & What best describes how the adoption of digital technologies for Supply Chain &
Replenishment is sponsored by the business

Increased speed
Decreased costs =
1

Improved agility |

¥ The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level,

WThe digital efforts are part of a digital

initiative inside the functional area and is
sponsored by a single function executive.

Increased revenues

Mone planned
Each digital effort in functional areais a
separate project, each of which could have a
different sponser.

Improved insight
a # i + v # ¥

] i v
% 5% 10% 15% 20% 25% 30% 35% 40%

4 We are not planning any use of digital
technologies in this functional area

What specific business benefits do you expect to receive from the use of digital
technologies in supply chain and replenishment processes

Increased replenishment speed and accuraty =="" ' Are you currently deploying or planning to deploy digital technologies in Supply
Improved inventory allocation quality Chain &Replzni;l'lmem
Increased visibility to product movement inside the supply chain = )
Decrease time of product delivery to end customers = rd
Decrease feight cost | S s s )
]

Decreased costs (other)

W Currently in production or in process

Decreased product handling cost & Planned, but not active

Improved responsiveness to shifts in customer demand |

Improved preduct sourcing decisions ﬁ
Create or improve customer delivery options %

_ y Increased """’"“" L Is your company currently or planning to use any of the following digital
Weare not planning any use of digital technologies in this technologies to enhance or form processes in Supply Chain & Replenishment
Other:

Not planned

o F ¢ . ‘

0% 10% 20% 30% 40% 5S0% 60% 70% 80% 90%

Advanced Analytics {incuding A1 =
What is the expected impact to Supply Chain & Replenishment's organization as the =
result of adopting digital technologies Cloud (13aS, Paas, Saas) r
0% .
- BigData =
¥ Organization structure, roles and 4
responsibilities will be significantly changed Blockchain =

® Organization structure may be moderately loT

changed, roles and responsibilities will be 4
significantly changed il =
Few changes (if any) to organization Mokile 4
structure, roles and responsibilities will likely Other

be changed in some fashion 4
& Organizational changes are unknown at this Virtual Reality andfor Augmented Reality ‘

paint ‘
 No organizational changes are planned as Social = ¥ ¢ % ¢ ¢ v
the result of cigital adopiion ™ 10% 20% W% 40% 50% 60%
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MARKETING
& CUSTOMER
EXPERIENCE

94% of survey respondents are active or
plan to be active in the deployment of
digital technologies to enhance the
Marketing & Customer Experience
functions.

The primary focus for digital technologies
in Marketing & Customer Experience

is increasing revenues.

Ten potential benefits were referenced
by 30% or more of respondents, with six
of these benefits receiving mention by
75% or more of respondents.

100% of Digital Leaders leverage Big
Data, and Advanced Analytics in this
space. 82% of Digital Explorers leverage
Advanced Analytics but only 36% planned
to use Big Data.

There was a wide variety of responses on
the potential organizational impact on
adopting digital technologies in
Marketing & Customer Engagement. 69%
expected some form of change. Of those
expecting change, 64% expected
moderate to significant change.

a
Increased .
-‘

What is the PRIMARY focus of ad

digital tect

in Marketing &

Customer Engagement

pi insight .
Improved agility b
Mone planned
Decreased costs '
Increased speed '
§

0% 10% 20%

v
30%

A0% S0% B0% 0%

‘What specific business benefits do you expect to receive from the use of digital technologies

in and

4

processes

1

Increase per of customer

Increased revenues
Improved promotion performance
Improved customer satisfaction

e

Improved responsiveness to shifts in customer prefe

Increased visibility to changes in customer patterns and behaviors
Capture more accurate and comprehensive customer data

es

e———

Imp d brand ps
Comply with new regulatery (such as GDPR}
Increased process i i i and
Decreased costs
Other:

‘We are not planning any use of digital technologies in this process.

v

. o - -~ -

0% 10% 20% 30% 40% 50% 60% 70% B0% 90%

et

& Ci

What is the expected impact to
as the result of

Jr——

sor

13%
~ 25%

digital technologi

 Organization structure, roles and
Ibilities will be significantly ch d

& Organization structure may be moderately
changed, roles and responsibilities will be
significantly changed
Few changes (if any) to organization
structure, roles and responsibilities will likely
be changed in some fashion

& Organizational changes are unknown at this
point

& No or changes are as
the result of digital adoption

What best describes how the adoption of digital technologies for Marketing &

C

0%
Q

d by the b

& The digital efforts are part of a broader
corporate digital initiative sponsored at the
enterprise level,

& The digital efforts are part of a digital
initiative inside the functional area and is
sponsored by a single function executive.

Each digital effort in functional areais a
separate project, each of which could have a
different sponsor.

EWe are not planning any use of digital
technelogies in this functional area

Are you currently deploying or planning to deploy digital technologies in Marketing
& Customer Engagement

“

“ Currantly in production or in process

H Planned, but not active

Mot planned

Is your company currently or planning to use any of the following digital
technologies to enhance or transform processes in Marketing & Customer

Advanced Analytics (including Al) |
Cloud (1aas, Paas, Saas) |

Mobile

Social |

Big Data :

Virtual Reality and/or Augmented Reality

10T
other |
Blackehain !

0% 105

Engagement

20%

30% A40%

50% 60% 70% B0% 20%
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What is the PRIMARY focus of adopting digital technologies in Real Estate & Store
Construction

e REAL

Improved insight
Improved agility
Decreased costs
Increased revenues '|
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% S I : I t E

Increased speed '|
?

+ - + - +

What specific business benefits do you expect to receive from the use of digital technologies ‘ O N S I R l ' ‘ I I O N
in real estate, store design and construction processes

We are not planning any use of digital technologies in this process.
Improved location selection and performance

Increased revenues

Decreased costs

Fewer store change requests

Better store design outcomes (mare pleasing to customers)
Decreased store design time

Other:

Only 36% of survey respondents are
active or plan to be active in the
deployment of digital technologies to
enhance the Real Estate & Store

o we ok am sm e Construction functions. Given an

qq

Ll

increased focus on e-commerce and a
What is the expected impact to Real Estate & Store Construction's organization as . ) )
the result of adopting digital technologies general slowdown in retail construction,
= 8 Organization structure, roles and this isn’t necessarily a surprise.

responsibilities will be significantly changed

M Organization structure may be moderately

changed,roles and respansibiltes will be The primary focus for those organizations

V.
50%
B A r— pursuing digital technologies in Real
Ee;mz;eﬁ?%m:;mkmw"'t't':ew Estate & Store Construction is to increase
point insights, followed closely by improved
*MNo organizational changes are planned as agility. The other key benefit noted by

the result of digital adoption

respondents was better location selection

What best describes how the adoption of digital technologies for Real Estate & & pe rfO rmance.
Store Construction is sponsored by the business

0%
T Corponte digha kit spontered scthe Cloud and Advanced Analytics were the
enterprise level - o
 The gt atonsre part of a it technologies respondents cited most
B e e, often to provide new capabilities to Real
25% Each digital effortin functional area isa Estate & Store Construction.
separate project, each of which could have a
different sponsor.
& 'Wae are not planning any use of digital o
As most respondents were not pursuing

technologies in this functional area
initiatives in this business area, there was
Are you currently deploying or planning to deploy digital technologies in Real Estate ) . ! )
& Store Construction little expected organizational impact.

' & Currently in production or in process The ma]OI’Ity Of those Imp|emen'[|l’lg d|g|ta|
_ technologies in this space indicated there
4% ¥ Planned, but not active '
would be only minor changes .
0% Not planned

Is your company currently or planning to use any of the following digital
technologies to enhance or transform processes in Real Estate & Store Construction

Cloud (1aas, Paas, $aas)
Advanced Analytics (including Al} »
Mobile |

Virtual Reality and/or Augmented Reality
BigData |

Other _‘l

Blockehain |

£ = v - - v
0% 5% 105 15% 20% 25% 30% 35%




INFORMATION
TECHNOLOGY

As the retail business rapidly evolves, more pressure is shifted to the IT organization to deliver at
pace and scale to enable new desired digital capabilities. The Retail Digital Adoption survey seeks
to understand the tactics retail IT organizations are taking to accelerate delivery and develop agility
needed to enable rapidly evolving business models.

We examined IT governance (demand management, talent management, oversight, and sourcing
decisions). We also examined tools, techniques, and methods being leveraged to drive successful
digital technology deployments.

As with other parts of the survey, we dug deeper to understand if there were differences between
the Digital Leader organizations and the Digital Explorers.

For the most part, there was little differentiation between Digital Leaders and Digital Explorers in
how the IT organization governance. However, when it came to IT tools, techniques, and methods,
there was a stark contrast between the approach of the Digital Leaders versus that of the Digital
Explorers.
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INFORMATION TECHNOLOGY
TECHNIQUES, TOOLS, &
PRACTICES

Regarding Governance & Talent, the two most significant points of differentiation between Digital
Leaders and Digital Explorers centered on how the business viewed its relationship with IT and the
capturing of resource demands. 60% of Digital Leaders stated their IT organization is regarded as a
trusted provider versus 27% for Digital Explorers. Conversely, 40% of Digital Leaders noted their
business was requiring greater throughput from IT versus 18% for Digital Explorers. 60% of Digital
Leaders required the capture and analysis of resource demands for ALL efforts versus only 18% for

Digital Explorers.

As a collective, retail organizations are seeing some increase (75%) in their budgets due to digital
technologies. 76% of respondents source talent from multiple countries, digital deployment
decisions are driven primarily by some form of a steering committee, and application still primarily
provided by third parties (on-premise and cloud).

What statement below best deseribes the relationship between IT and the business in your What impact will the adoption of digital technolkogies have on your 2019 annual T
& ofganization
B The Business views IT & B iruited pirer 1.3
Birgsene sgnifiantly fmove than 5%)
B The Basiness views IT 5 b Eompetent provider of b ] e
techmslogy senvices. Birgeeaie sightly | 15%]
The Business has 4 sokd relations hip with IT but requires Hachange
greater IT theoughput be achiewe businei goak. -EH'II!ES@W:'.-SHI
5 The Business perceives 1T a4 too siow and 100 infexible t\"('!i!!ig""ﬂlﬁ'r v fhan %]
0 meed busness needs.
What role or group makes the final decision on deploying digital technologies
Business and IT Steering Commities :— »
.
Other: .ui
CEC ﬁ
==
Business Strategy function f——
Digital Technology Steering Coammities h:
coo '
cre B
Enterprise program management office .
0% 1096 200 309G A0 S0% GO
What process is used to select which digital technalogies are deployed in your How does your [T organization source its applications
organization %
. B W purchase the vast mapanty of our
11 i gaverTan
v it I ki applications |ea-presmise andfor Claud)
15%
o?sﬁendg_mmmmpmm'wdmd B W have a strong mie of purchasad
techralogis applicatians and custom developed
W Forral prociesi o wsed ho make thse applications
decisions - )
Wi devedp the majarity of our applications
Either: {ieither on-premise or in the dioud)
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INFORMATION TECHNOLOGY
TECHNIQUES, TOOLS, &
PRACTICES

The search for talent is intensifying across retail as only 25% of respondents felt they had the
majority of the skills they needed already on board. To combat this problem, 75% of respondents
noted they currently source talent from multiple countries.

The Digital Leaders and Digital Explorers agreed on the top three most difficult to find skills: Data
scientists & analysts, technical developers & specialists, and business architects & process re-
engineering experts. 40% of Digital Leaders cited Product Owner as a difficult skill to fill, while
none of Digital Explorers referenced this skill.

What hest describes how your IT organization operates and sourcestalent - .
¥ # b Doas your|T erganization capture and analyze rescurca demands to determina
what efferts can be pursued
B Qur IT organization pperates in and sourtes
talent from multiple countries and time zones

WYes - for all new efforts (programs,
B 0ur IT organization operates in a single country p[U]EEtSJ Et[‘)

but spurces talent from multiple countries )
WYes - only for efforts above a defined

Qur IT organizatien bperates in asingle country size threshold
and sources talent from a single country

No

Of the skills needed for digital adoption, what have been the hardest to find

sl 1 L L L
: . T
Dara scientists and analysts .

Technical developers and specialists

Business Architects & Process Re-engineering experts

Agile Scrum Masters
Business analysts
Organizational change management
Project Managers
Product Owners
Other:

Technical Testing Engineers |
T 7 v T T

O%4 1094 20%4 20%6 40%4 50%4 S0%4 70%4

Which statement best describes the availability of skills in your organization to
deploy digital technologies

Some of the critical skills exist in our organization; we will
augment to close gaps, build skills, and achieve scale.
The majority of critical skills exist in our organization; we will
augment to close any gaps and to achieve scale.
Few of the critical skills exist in our organization; we will
outsource or use managed services to deploy and operate

Few of the critical skills exist in our organization; we will
primarily use external labor to build and deploy digital

The critical skills needed exist in our organization; we will
augment only to achieve scale.

We are not deploying digital technologies at this time.

wWe are unsure of our critical skill needs at this time.
T i i " P o i P P +

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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INFORMATION TECHNOLOGY
TECHNIQUES, TOOLS, &
PRACTICES

As retailers work to adopt and deploy digital technologies, their respective IT organizations must
determine if existing tools, techniques, and practices will be sufficient to support a much more
dynamic ecosystem of technology and business process.

In analyzing the data, it became apparent that the IT organizations in the Digital Leaders were

moving more quickly to enhance their capabilities versus the IT organizations in the Digital
Explorers.

Digital Leaders were much more active in the adoption of service-oriented architectures and
third-party integration platforms to insulate digital platforms from change, to increase
extensibility, and to gain deployment speed. Also, tools such as APl Management, cloud
development platforms, and containers (such as Docker) were much more commonly used by
Digital Leaders than by the Digital Explorers. 60% of Digital Leaders indicated they had
completely changed their techniques, methods, and tools to support digital adoption. This
percentage is in stark contrast to only 27% of Digital Explorers.

100% of Digital Leaders are using the Agile methodology in some capacity, while only 54% of
Digital Explorers are actively using Agile. Related, 80% of Digital Leaders have adopted DevOps
principles in at least a portion of their IT organization versus only 27% of Digital Explorers. Agile
and Devops, combined, provide the opportunity to more rapidly build, integrate, test, and deploy
applications. These results illustrate that Digital Leaders see the need to increase technology
throughput to keep pace with rapidly changing business demands.

Finally, 100% of Digital Leaders see their existing retail batch cycle being moderately to
significantly reduced versus 67% of Digital Explorers. In fact, 60% of Digital Leaders expect their
batch cycle to be significantly reduced or eliminated in the next three years. Only 18% of Digital
Explorers expect the same impact to their batch cycle.
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INFORMATION TECHNOLOGY
TECHNIQUES, TOOLS, &
PRACTICES

How does your IT organization integrate its applications
d | |
Our applications are integrated in a point-to-point
manner [ |
We developed our own services-oriented architecture
{SOA] integration capabilities | |
We use a third party integration platform ﬁ
We leverage the integration capabiities in our ERP lh

el (nun )

Wi developed our own integr
S0A) |
Olhn:' |
% 10% 20% 30% 40X S0 60N TON
What best describes how applications are tested in your IT organization

W Testing is highly sutomated. All spplication changes are
tested via automated tools prior to deployment.

ETestingis 2 mix of automated took and manual testing.
The vast majority of applcation changes are tested in
same fashion prior to deployment.

“ A few of our applications have sutomated testing
capabiities. Manual testing is still the predominant
means of testing. Most application changes are tested
priar 1o dephayment.

E'We are just beginning to automate aur lesting
capabilities. Most application changes are tested prior 1o
deployment.

“Testing is done on a project-by-propect basis and is not

performed prior to deploy

Which of the following techniques or tools are used by your IT organization

e oridanticarec) P

Goud deveiopmen platforms Paa) _I

Microsenvices | |
—————

0% 3% 4% 50% 0% ]

.

o 10%

What best describes what your IT organization is doing to support the adoption
of digital technologies

EWe have adopted new methods, techniques, and
tooks to support our deployement of digtal
techralges

W are leveraging existing methods and
techniques, but have adopted new tools to
support our deployment of digital technologies.

“ We are using existing methods, techniques, and
tookk to support the deployment of digital
technoiogees.

e are rot dephoying digital technologies at this

How does IT enable end-users to build or extend applications

& We have provided our end-users with a defined
framework of tools, data, and access to build and
maintain their own applications

B We have provided our end-users with access to
data to allow them to perform analysis. End-user
applications are created using ad-hoc cloud
platforms or desktop productivity tooks.

* Our end-users build their own applications by
extracting data from various sources and uging ad-
hec cloud or desktop productivity tools.,

& Qur end-users do not build their own applications.

What best describes your IT organization's adoption of Devops principles
0%
EWe have fully embraced Devops practices
across our IT organization
B We have adopted Devops practices ina
portion of our IT organization
“We are exploring the use of Devops in IT

E'We are not considering Devops at this time

What best describes how your organization primarily consumes enterprise
performance information

& Dashboards, automated alerts and
mEssPNg
A mixture of dashboards, alerts,

¥ L} T

« Primarily system-generated reports, witha
few dashboards

& System-generated reports, augmented
with end-user reporting

 End-user reporting provides the majority
of enterprise performance information

Do your stores currently access Cloud applications

8 Yes - Private Cloud applcations only

& Yes - Public Cloud applcations only

 Yes - Private and Public Cioud
splications
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INFORMATION TECHNOLOGY
TECHNIQUES, TOOLS, &

PRACTICES

What best describes your IT organization’s use of the Agile methodology

Agile is used for all develo and
mnlcbwdfchudipplﬁlbm

Agile is used for a portion of custom developed
but not for packaged/Clowd

Aafie s ured for #8 IV afferts. (pregraris, projects, :

enhancements. etc.)
We are not using Agle at this time

We are piloting or mnl;numuwol'we

‘We are using an iterative methodalogy but it is not pure
Agile ;

0% 5% 0% 15% 20% 25%  30%  35%

What have been barriers to the adoption of Agile in your organization

Concept of a minimally viable product (MVP) m
R m
Lack of knowledgeable resources R
Dedicating resources (business or IT) _
Product team organization
(Business involvement

Increasing the frequency of technology releases _

Other:
¥

H

y.

¢ ¢ .
% sulmcuﬁ:mtzssmaumnsum

Which variant of Agile does your organization use [or are planning to use)

v - -

0% 5% 10% IS%  20% 29N 0N BN a0 a5

[t adopted or are \g adopting DewOps, what is the single most
important goal you seek to achieve

. . [—
T

What best describes the infrastructure used to host you current application portfolio

| | | |
T ———

cloud), Private Cloud, and Public Cloud infrastructure |
Our applications are hosted on a mixt of on-premise (non-
cloud) and Private Cloud infrastructure

Our applications are hosted on a mi of on-premise (nan- -
cdloud) and Public Cloud infrastructure
All of our applications are hosted on a combination of Public
and Private Cloud infrastructure
Al of our applications are hosted on on-premise mdm]
infrastructure
Nlofwamimbnsmmm«!awmumﬂ
infrastructure
All of our applications are hosted on Public Cloud
infrastructure

¥ ¥ ¥- ¢ ‘" ¥ ¥ v

0% 10% 20% 30% 40% SOK  6O0%  TO%

How do you envision your existing daily retall batch cycle changing over the next
three years

Moderately reduced

‘Sagrificantly reduced to elminated
Sightly reduced

Mederately increated

Mo Change

Signelicantly increased

Shghtly increased

L % 1o 5% 2R, 5% 0% 5% aom as%

e ——
deploy procets !
T———
Buidding compatencies through repetition —

Reducing or ehminating prising of defects betwesn build -
phane !
Encouraging anovation and risk taking '

Reducing the siie of work being deployed '

umsummmmmmm

For mission critical applications what is your IT organization's stance on the use of
the Public Cloud or 533

& Mare likety to use a Public Cloud or 5335
provider

B Liesg bely to use & Public Clowd or Sas8
provider

« No difference in lceibood versus ey
‘other applcation

How does your organization support the principal retail functionality (buy/make -
move - sell) of the organization

i

T,

wumumdummn
mmamdmm1mum

R T 1

Sty

Aadnid

ape 8 mixof ERP and

mumumdwmmu I
Our coee ERP provides the vast majority of principal retal -
functionality

Wt leverage primasily oastom-developed appl cations to -
deliver the majority of our principal retad functionality

We leverage 7 et of best-of-beeed (BoB) applications to -
defiver the majority of our principal retai functionality

- P r. |—'. < v

% 5% 106 1% 2% 25% 0N IN AN O%
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5 software

REIMAGINING
RETAIL

Create your own Digital Transformation destiny.
Put yourself in control with improved:

CUSTOMER LOYALTY:

-2
@ Real-time Customer InsightAnalytics
@ Personalized & Contextual Marketing

6 Loyalty/Customer Care Initiatives

INVENTORY, SUPPLY CHAIN
AND OPERATIONAL EFFICIENCY:

Qf@ Inventory & Sales Visibility
@ Supply Chain Visibility
@ Merchandising Operations

CHANNEL AND STORE INNOVATION:

D-DD’D Cross-channel Sales

@- Smart Store Initiatives

EI.DH Store Associate Efficiency

How do you compete in the
age of Amazon?

The eBook "Reimagining Retail in the Age of Amazon”
looks at the questions IT leaders are asking themselves as
they plan for survival in this new age of retail.

Download the eBook



https://resources.softwareag.com/retail/omnichannel-reimagining-retail
https://resources.softwareag.com/retail/omnichannel-reimagining-retail
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