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What is retail digital transformation?

Digital transformation is how organizations utilize digital Retail digital transformation is the infusion of technology
technologies and tools to revolutionize how they do within the retail industry to enhance the overall customer
business. Whether for their staff, systems or data, digital experience, improve operational efficiencies and fuel
transformation is all about finding the most efficient ways growth. Digital transformation in retail might include

to increase value and remain competitive in a constantly self-checkout systems, curbside pickup, contactless
changing landscape. Digital transformation is especially ordering, Al-powered product recommendations and cost
important in one of the most highly evolving industries optimization technologies.

across the globe: Retail.

In 2023, more than 50% of all consumer

spending will be completed online, and close
to 60% of it will be done on a mobile device.

https://www.gartner.com/en/industries/retail-digital-transformation
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What's driving the demand
for retail digital transformation?

There are a variety of factors driving the demand for digital
transformation within the retail industry, namely the use of mobile
devices and applications, the need for a personalized customer
experience, the growth of technologies like Al and augmented reality,
and the use of data for analytics and marketing, to name a few. But
with any positive driving factors there are bound to be challenges.

Challenges of in-store retail

digital transformation

In-store retail is a traditional model that has been around for centuries. However, the rise of e-commerce,
digital technologies, and mobile applications has led to an increase in competition and new challenges for

in-store retailers. Some of these challenges include:
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Competition from online retailers

Online retailers have disrupted the traditional

retail model by offering lower prices, wider product
selections and the convenience of online shopping.
Most online retailers are able to keep a majority of
products in-stock and readily available for purchase,
and they are typically able to save a lot of money in the

Retail digital transformation: From in-store to omnichannel | luxoft.com

process, with lower overhead costs and fees.

In-store retailers need to find ways to differentiate
themselves and provide unique value propositions to
compete effectively, encouraging shoppers to come to
the store while offering a valuable shopping experience.
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Changing consumer behavior

Another challenge for in-store retailers is changing
consumer behavior. Consumers are increasingly using
digital channels to research and purchase products,
and they expect a seamless and personalized shopping
experience across all channels, including in-store.

A recent study from RIS News found that 57% of U.S.
shoppers used their smartphone in-store to compare
costs, search for coupons, or check prices through
the retailer's website or mobile app. It is crucial for
in-store retailers to integrate digital technologies into
their business not just to stay competitive, but to stay
relevant.

Rising costs

A final major challenge for in-store retailers is budget
constraints and rising costs. Not only is digitally
transforming a retail company an expensive process,
but also on top of all of that retailers must also consider
increasing rent, inventory management and labor costs.
By the time these major components are paid for, funds
may not be available to enable a digital transformation,
especially for small- and medium-sized retailers.

In-store retailers must be prepared to make an
investment in their digital transformation strategy
process and technologies, knowing that it will increase
revenue in the long run.
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Benefits of digital transformation in retail

Despite these challenges, digital transformation can bring numerous benefits to in-store retailers.

By leveraging digital technologies, retailers can:
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Enhance the
in-store experience

Increase
foot traffic

Enhance the in-store experience

One of the biggest challenges that in-store retailers face
is getting people out of their homes and into the store.
Customers continue to report that they are looking for a
complete experience when they shop in-store, whether
through entertainment, streamlined customer service,
or other offerings only available in the physical building.

Digital technologies such as mobile apps, digital signage
and interactive displays can enhance the in-store
experience and provide customers with personalized
recommendations and promotions that they might not
receive through an online platform.
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Increased foot traffic

Digital marketing channels such as email, social media
and mobile can help retailers reach customers in new
ways and drive foot traffic to physical stores. According
to a recent study released by Publicis Sapient and
Salesforce, 87% of retail shoppers conduct online
research into a product before they decide to buy it.

87% of retail shoppers conduct online research
before buying. The overwhelming majority of

retail consumers start their journey with online
research.

“Shopper-First Retailing” report
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Improve data and insights

Through the use of digital technologies, in-store
retailers can gather more customer data and
insights, allowing them to further personalize the
shopping experience and better target customers.

Analytics from the data can help retailers to better
understand their customers’ behaviors, increasing
purchase rates of existing customers and targeting
high-value customers for the future. These insights
can also help companies better understand their
customers in general, which is crucial in creating
personalized and highly targeted ad campaigns
that will speak directly to their wants and needs.

Optimize operations

With the data from digital marketing campaigns
and in-store interactions, retailers can optimize
their overall operations, enhance their inventory
management, and improve supply chain efficiency.
By streamlining and automating inventory
processes, order fulfillment, and warehouse
management, the functioning of the business will
be smoother and more effective. These processes
will take the burden off staff and free up valuable
time for them to complete more high-level tasks.

Optimized operations will also improve the
customer experience, providing a quick
turnaround on orders, offering them accurate lead
times, and updating them in real-time of out-of-
stock items to avoid disappointment later.
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Key forces affecting digitalization
in the retail industry

Description Impact
’\J Digital transformation Retailers need to adapt to
is affecting consumer

these changes to maintain

PRETETENESS, [SUME nElolts relevance and competitiveness

and expectations

Changing
customer behavior

Multiple platforms provide

a seamless experience for Enhances customer experience,

customers, such as online, drives customer loyalty, and
Omnichannel mobile apps and physical leads to increased sales

stores

integration

Streamlines processes,
increases efficiency,

reduces costs and can offer
personalized experiences for
customers

The adoption of advanced
technologies such as Al, loT and
. cloud computing to optimize
Technical retail operations

modernization

[ ]

Allows for more precise

Conversion of retail operations business decisions, improved
into data to be analyzed for targeting of marketing
insights and decision-making campaigns and predictive

. . | H f h .
Datafication analysis of customer behavior

What if there was a way to fuse together the benefits of in-store retail digital transformation
while eliminating most of the challenges? Luckily, in 2023, there is: Omnichannel.
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What is omnichannel retail?

Omnichannel retail is a strategy that involves connecting transactions
between the business and the customer through a variety of different
digital channels, such as in-store, online and mobile. Omnichannel helps
to create a seamless shopping experience for the customer, who might be
looking at a product on the retailer's website, seeing the item is in-stock in
the brick-and-mortar store, and then receiving coupons via email.

Challenges of omnichannel retail

However, omnichannel retail also presents numerous challenges, including:
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Integration
of systems and processes:

Omnichannel retail requires
the integration of systems
and processes across all
channels, which can be
complex and challenging

Coordination
between teams:

Omnichannel retail
requires coordination and
collaboration between
marketing, IT and
operations teams to ensure
a seamless and integrated
shopping experience

Although there are challenges, the benefits far outweigh them.
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High
investment costs:

Omnichannel retail
requires significant
investment in technology
and infrastructure, which
can be costly for retailers
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Benefits of omnichannel retail

With the rise in expectations surrounding the modern customer experience, including
24/7 customer service and personalized communication, it's easy to understand the large
volume of benefits that omnichannel retail might encompass. Some of these include:

< O~ 2;;‘
Palls™ anll.

Improved customer Increased sales
experience

Improved data
and insights

Improved customer experience

Omnichannel retail provides customers with a seamless and personalized shopping experience across all
channels, increasing customer satisfaction and loyalty. Businesses can no longer settle with just having a physical
location and no digital presence, or a website without solid customer support. Retailers have to continuously
evolve in order to stay competitive, and the customer experience is going to play a big part in their success.
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Key components of omnichannel marketing
in the retail industry

Component

Unified
commerce platform

Seamless customer
experience

Personalized
engagement

Q

Cross-channel
inventory fulfillment

Data integration
and analytics

Description

A software solution that
integrates all retail channels
to provide a single view of
the customer, inventory,
and other critical data
points

Impact

Enables real-time,
enterprise-wide

inventory visibility, order
management and customer
service

Integration of all
touchpoints (in-store,
online, mobile, social media,
etc.) to offer a cohesive
customer experience

Enhances customer
satisfaction, loyalty
and encourages repeat
purchases

Leverages data analytics

to provide personalized
shopping experiences and
recommendations based on
the customer’s preferences
and purchase history

Boosts customer satisfaction
and increases sales

Ensures efficient fulfillment
of customer orders
regardless of the purchase
channel, including options
like “buy online, pick up
in-store” (BOPIS)

Improves customer
convenience, increases
sales and reduces inventory
costs

Data centralization from
all channels to generate
valuable insights about
customer behavior, sales
trends and more

Enhances decision-making,
improves marketing
efficiency and enables
predictive analysis
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Increased sales

Retailers can increase sales and drive customer
engagement by providing customers with a seamless
and integrated shopping experience. With a better
shopping experience, customers are more likely to stay
loyal to a business and increase their lifetime value.
This enhanced level of customer service can quickly
set retailers apart from the competition, ensuring they
come back.

Improved data and insights

Finally, omnichannel retail allows retailers to gather more
customer data and insights, enabling them to understand
customer behavior and preferences better. This data

can be circled back through marketing, helping to create
targeted campaigns that feel personalized to customers’
wants and needs. This continues to feed into the
improved customer experience cycle, reiterating to the
customer why they should remain loyal to the retailer.

Omnichannel digital marketing
solving in-store retail challenges

Modern retail consumers expect a seamless shopping
experience, being able to easily transition from
researching a product on a mobile device to picking it up
in-store. It is crucial that retailers embrace omnichannel
marketing to assist in their digital transformation
processes, allowing customers to go from one

channel to the other without any friction.

With a solid omnichannel strategy, in-store retailers can
stay competitive with online sellers, provide a personalized
and streamlined experience for customers with strong
customer service, and can combat rising costs. By aligning
with what their customers really want, retailers can

obtain loyalty and drive value for years to come.

Interested in learning more?

Considering an omnichannel marketing strategy is no
longer optional; it's mission critical. Luxoft is a leader
in digital marketing technologies, and can create,
migrate and modernize all components of retail and
e-commerce technology platforms to enable a
complete omnichannel experience.

About Luxoft

If you are ready to learn more about how Luxoft can
enhance your omnichannel marketing, connect with
our team of experts today.

Luxoft, a DXC Technology Company delivers digital advantage for software-defined organizations, leveraging domain
knowledge and software engineering capabilities. We use our industry-specific expertise and extensive partnership
network to engineer innovative products and services that generate value and shape the future of industries.

For more information, please visit luxoft.com
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