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Introduction
Customer expectations are driving change in
the retail industry. Each year, new companies
enter the market and work to deliver faster
services at lower prices. Also, the supply chain
capabilities that once made Amazon and
Wal-Mart into market leaders are now available
to other ﬁrms thanks to better technology and
logistics services. For example, many customers
expect rapid delivery of their orders to their
home or business. Failing to provide rapid and
transparent delivery services will lead to lost
business. Retailers determined to hold or
increase market share have a duty to understand these trends and adapt to them.

More and more consumers are willing to pay a
premium for convenience and speed. Why?
Hard working professionals are hard pressed to
manage demanding work commitments and
family schedules. With few exceptions such as
the launch of a new Apple product, few
consumers are excited to wait in queues to
place an order. High-stress levels are another
factor driving consumer buying behavior.
Research has found that lenient return policies
are associated with increased sales1.

It is time to adjust your retail strategy to ﬁt the
opportunities and threats posed by the new
The daily lifestyle of aﬄuent, urban consumers environment. Keeping pace with changing techis reshaping how they buy and consume.
nology and customer needs is critical to stay in
business for the long term.
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Tracking consumer
retailer needs

Speed convenience, and control are the overarching principles that deﬁne the expectations of
today’s consumer. In London and other dynamic urban markets, consumers have more choice
than ever before in their purchases. Consumers can choose between traditional stores (e.g.
national retailers, UK branches of international companies), online only retailers and beyond. The
key retail trends care best summarized into three areas: consumer behavior, delivery and fulﬁllment, and technology.

THE STATE OF CONSUMER NEEDS AND LIFESTYLE IN 2017
Consider the following facts and ﬁndings concerning consumer behavior in large UK centers:

·
·

·
·

Spending Time with Family. Collinson Group’s research on the top 10-15% of income
earners in the UK found that:“The British ranked spending time with their family as their
number 1 priority.” This emphasis means non-family and non-work activities are likely to be
viewed as necessary evils to be minimized.
Demand for SimpliﬁedRetail. A growing number of consumers are pursuing simple retail
solutions. Known as “curated retail2, some companies oﬀer a limited number of options
rather than overwhelming consumers with dozens or hundreds of choices. In the online
world, recommendation engines on Netflix and Amazon are becoming popular ways to
simplify choices. Curated retail is rapidly growing in popularity with specialized online
retailers such as Dollar Shave Club (i.e. consumer pays a recurring monthly fee and receives
shaving blades by mail) and subscription boxes like Quarterly Co. Inc magazine estimates
that 2,000 subscription box services were in operation in the US in 2016.
Values Based Buying. Corporate misbehavior such as unethical sales practices in the ﬁnancial industry is driving consumer actions. Consumers are more likely to remain loyal to companies with a strong social responsibility program according to the 2015 Cone Communications/Ebiquity Global CSR Study. There are also publicity beneﬁts: Marie Claire published a proﬁle of fashion brands known for their ethical, eco-friendly approach such as
ASOS, Mirabelle (worn by Kate Middleton) and PeopleTree.
Longer Work Schedules And Less Free Time For Londoners. People who live and work in
London are known for their long work hours. Research from The Oﬃce of National Statistics has found that London residents tend to work more hours than the rest of the country.
At the same time, Londoners earn £10,000 more than residents in the rest of the country.
That data suggests a willingness to pay for time-saving retail products and experiences.

1/3 people £10,000
Only one-third of people in the
UK aged 18-25 have a driving
license compared to ﬁfty percent
in 1990.
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Londoners earn £10,000 more
than residents in the rest of the
country.

10-15%

The top 10-15% of income earners in
the UK found that the British ranked
spending time with their family as
their number one priority,

TRENDS IMPACTING RETAIL PURCHASE BEHAVIOUR
Retail purchase behavior in major cities is changing thanks to several trends. Retailers with an
out of date perspective on the consumer are likely to lose market share to their competitors.

·

The Decline in Car Ownership and Use. Urban residents and the younger generation have
a reduced willingness to buy and use cars. Insurance, car payments and parking fees are
sending a growing number of consumers to other transport options. Generational change
may be part of the story. Only one-third of people in the UK aged 18-25 have a driving
license today compared to ﬁfty percent in 1990 according to the Irish Times.
For retailers, the decline in car ownership and use means consumer shopping capacity is
limited. Impulse purchases are limited to what they can personally carry home. Larger
purchases may be considered for home delivery.

·
·

Same Delivery Service. Amazon and Argos were among the ﬁrst major companies to oﬀer
same day delivery service in the UK. In 2017, Amazon plans to open four new distribution
centres across the UK, a signiﬁcant increase over the thirteen centres currently in operation. More distribution centres means that a greater share of the UK population is close to
a distribution centre which enables fast delivery.
Personal Shopping and Assistant Services.The time-crunched consumer no longer has to
make personal retail visits. Though small, personal shopping services are growing in popularity. Vogue reports that Selfridges hosts personal shopping visits until midnight and keeps
a driver on staﬀ. In fact, busy travelers can access personal shopping services at Heathrow
airport. Personal shopping services and assistants tend to be most popular in London
among aﬄuent consumers. Customer spending on these services is another indicator that
customers are willing and able to spend money on convenience.
TECHNOLOGICAL CHANGE ENABLE GREATER SHOPPER CONTROL
Since the 1990s, e-commerce has changed how people shop. At ﬁrst, unusual selection
and competitive prices pulled consumers online. Today’s consumer also considers technical
capabilities as part of their buying decision.

·
·

Personalised Control Over Orders. Consumers want the ability to take control of the
ordering process. That includes choosing the shipping option that meets their budget and
schedule. For higher value purchases, consumers want the ability to track the order step by
step through delivery. Deloitte research found that one in ﬁve consumers are willing to pay
a premium for personalised products and services.
Heightened Responsiveness. Keeping a consumer on hold to provide information is no
longer acceptable. Companies that fail to provide prompt answers to customer inquiries
face two responses. First, consumers are likely to vent their frustration in social media.
Second, consumers are much more likely to switch to a diﬀerent company for their next
order.
Many retail companies continue to struggle to provide rapid customer service. Waiting on
hold for a phone call is an excellent example of this struggle. According to Fonolo’s
research, customer frustration is highest with telecommunications, airline/travel, and retail.
Leveraging technology is one of the best ways to improve the experience. If customers
have the option to request a callback or understand how long they have to wait, they can
better plan their time.
4
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Simple App Experiences. Consumers expect to fulﬁll their needs through
smartphone apps. Speciﬁcally, customer service experiences are shaped by
apps like Uber that deliver service in minutes. On a qualitative level, these app
experiences leverage high-quality design and a small number of options.
Accenture research found that banking consumers rate online apps as the
most important channel. Keeping the customer experience simple and easy to
manage is quickly becoming critically important.
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Aligning delivery services
to retail demands

Retail delivery service is no longer a specialized
service oﬀered for mail order and special
requests. Instead, delivery services have
become a key operational capability. Multichannel oﬀerings rely on delivery services to provide
added ﬂexibility.
The multichannel retail model gives customers
multiple ways to interact with retailers. Typically, multichannel retail includes phone, the Internet, and physical retail. This trend recognizes
that customers value both traditional and digital
interactions with their brand. For example –
banks deliver most simple services such as
payments online. However, many customers
prefer to interact with staﬀ in person for large
loans, investments, and other high stakes products.
Diﬀerent retailers approach the multichannel
model diﬀerently. For example, home products
retailer IKEA continues to emphasize shopping
through their physical channel. Online ordering
and delivery service is limited to a few countries. This approach to multichannel model
views the online channel primarily as a way to
distribute information and build the brand. The
online channel may be growing in importance,
but physical shopping remains valuable.

From an operations perspective, local fulﬁllment
is becoming an important strategy. While products may be produced at international facilities,
shipping directly from Asia to developed
markets is no longer principle. To meet customer demands for same day and next day shipping,
using local fulﬁllment service including warehouses and delivery services is essential. The
Wall St Journal recently reported that the drive
to provide local fulﬁllment will increase warehouse employment. The warehouse sector is
already responsible for over 900,000 jobs in the
U.S. Warehouse employers are resorting to
creative recruitment strategies like oﬀering
parties and BBQs to ﬁll all of their job openings.
Same day delivery service cannot be achieved at
an acceptable cost unless retailers have access
to a network of warehouses carrying their products.
Is it worth investing in a multichannel channel
fulﬁlled by rapid delivery? Increasingly, consumers – especially aﬄuent young consumers –
expect fast service. If these demands are not
met, retailers will suﬀer several consequences
to the brand, customer experience, and employee experience.

Ecommerce News europe
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The cost of missing
customer expectations

Failing to keep pace with customer expectations
puts retailers at risk. At ﬁrst, the risk will take an
intangible form such as negative coverage in the
news media and distressed employees. Eventually, disappointed customers will start to seek
out new options in greater numbers. At that ﬁnal
stage, lost market share and revenues will
become diﬃcult to avoid.
Deﬁning and maintaining a remarkable brand
reputation is diﬃcult. Much work goes into the
process of creating a comfortable, easy-to-use
shopping experience. Retailers with strong
brands start the process with a good advantage.
However, there is a drawback to an established
brand: complacency. Unfortunately, deep pockets and history do not protect you from new
competitors.
Findings from the UK Customer Satisfaction
Index (January 2017) suggest that customer
satisfaction and loyalty are diﬃcult to forecast.
On the one hand, researchers found that retailers such as Amazon.co.uk, Asos.com, and John
Lewis all attracted high ratings for customer
satisfaction. However, high customer satisfaction does not always translate into growth. The
same report found declining net promoter
scores for the retail non-food sector for
2016-2017. This data suggests that satisfying
customers is important but not enough to
generate referrals and word of mouth.
High employee turnover in retail directly
contributes to diminished customer satisfaction.
If new employees are constantly being trained,
retailers will ﬁnd it diﬃcult to develop experienced staﬀ who deeply understand product
categories and customer needs. There is also a
ﬁnancial cost to replacing staﬀ. Research carried
out by Oxford Economics estimates that replacing an employee in the retail sector costs
£20,000. Delivery and fulﬁllment services
directly inﬂuence these costs. If delivery service
is diﬃcult and error prone, employees will
constantly have to listen to complaints and
struggle with ineﬀective systems. Successful
retail employees dislike working with ineﬀective
operations. They will start to look for better
options and retailers will suﬀer the consequences.
7

The long-term ﬁnancial consequences of failing
to meet or exceed customer expectations are
serious. The collapse of video rental company
Blockbuster provides an extreme example of
the phenomenon. The company failed to act on
customer demand for greater convenience in
media access. As a result, we have seen the rise
of Netflix which has over 5 million UK households as subscribers. Collapse is the most
extreme consequence. In other cases, a company’s hard-earned reputation as a premium brand
may be lost by frustrating customers. As a
consequence, the ability to successfully charge
premium prices will be undermined.

£20,000
Replacing an employee in the retail sector costs
£20,000. Delivery and fulﬁllment services
directly inﬂuence these costs. If delivery service
is diﬃcult and error prone, employees will
constantly have to listen to complaints and
struggle with ineﬀective systems.

Focus ﬁrst on your next day
delivery service before oﬀering
anything else will put you at an
advantage over many of your
competitors that don’t oﬀer a
next day service.”
Darryl Adie
Ampersand Managing Director
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Paving the path to low
maintenance proﬁts

Improving retail logistics and delivery accelerates progress to low maintenance proﬁts. To
illustrate the diﬀerence, consider two ways to
earn the same amount of revenue. The high
maintenance approach requires manual order
processing, answering multiple phone calls from
customers and small margins. In contrast, a low
maintenance business is designed to provide
fast service while providing simple customer
service through technology. With the right
supporting processes and management, the low
maintenance option delivers better margins to
customers.

IMPROVE SALES PRODUCTIVITY
Optimizing your company’s delivery and fulﬁllment process directly increases sales productivity. Consumer enthusiasm for a product is likely
high when they have their product in their
hands. That enthusiasm is likely to ebb away
once the person realizes they cannot carry it
home. If retail sales staﬀ were able to oﬀer same
day delivery service, more sales are likely to
occur. For companies that sell delicate or large
items, improving the delivery experience will
make a diﬀerence. As more consumers adopt a
car-free lifestyle, oﬀering a convenient,
easy-to-control service will make a tremendous
impact. Oﬀering same day delivery services to
reail consumers is superior to existing ad hoc
solutions such as dispatching retail staﬀ on
occasional errands to fulﬁll transactions.

REMOVE BARRIERS TO INCREASED AVERAGE TRANSACTION VALUE
Retail shopping is subject to various constraints
including physical carrying load. Picture a young
professional on their way home from work. They
have a briefcase or purse in one hand as they
walk into a shop.

First, the company receives immediate revenue
in the form of Prime subscription fees. Second,
research has found that Prime customers tend
to place larger orders. Deutsche Bank research
found that Amazon Prime customers double the
amount of money they spend with Amazon after
signing up for Prime.

OPTIMIZE THE RETURN EXPERIENCE
Returns are a fact of life in retail. However,
progressive retailers view returns as an opportunity to improve the customer experience. The
days of making a customer jump through a long
series of hoops as a way to discourage returns
are no longer worthwhile. Customers are
empowered to make their displeasure known
through negative word of mouth, online
reviews, and activism. Companies that provide
an easy return process tend to earn greater
loyalty. Consider the success of American shoe
retailer Zappos which achieved prominence
partly through its no hassle return policy. As of
2016, Zappos oﬀered a 365-day return policy –
an outstanding guarantee that stands out in the
marketplace. In clothing, Asos oﬀers a 28-day
return policy that covers swimwear and undergarments (categories which are often excluded
from returns).
What processes, services, and technologies can
your company use to achieve higher margins?
Developing a strong brand is a key part of the
solution. However, that brand strength has to
be supported with strong operations and fulﬁllment. If your customers realize that they can
easily do business with you, they will be more
comfortable taking on more business with you.

What happens when customers can easily buy
without worrying about transportation and
delivery? They will feel comfortable in buying
more. For example, consider Amazon’s Prime
program which promises free delivery for many
stuart.com
products. Amazon beneﬁts from this program in
@Stuart_Delivery
two ways.
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Deﬁne the future
of retail

The future of retail experience will be shaped by three forces: personalization, speed and
convenience. Keeping your customers waiting all day for a delivery is no longer adaquate.
Customers want options to control the speed, timing and place of delivery. A last minute gift
delivery to an oﬃce address may mean the diﬀerence between a delighted and disappointed
child. The question has become: how can retailers keep up with expectations created by food
delivery (an hour or less in many cases) and giant retailers like Amazon?

The ﬁnal mile has always been the
part of the ecommerce journey that
retailers had the least control over.
Now, retailers such as Amazon and
Argos — basically owners of their
own logistics network — can oﬀer
customers same day, same morning,
2-hour home or oﬃce delivery.”
Darryl Adie
Ampersand Managing Director
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