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Omnichannel Coming of Age
TODAY’S RETAILERS MUST EMBRACE NEW STRATEGIES TO ENSURE OMNICHANNEL SUCCESS
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cessful retailers with a single view of the customer
and fully integrated order management across all
channels in real-time which leads to a delightful
shopping experience for the consumer. As a result,
retailers are seeing increases in cross-sell, upsell
and improved inventory optimization, all of which
translate to growth in revenue, market share and
brand loyalty.
In my opinion, executing on an omnichannel strategy is becoming table stakes for all retailers. Those who
do not embrace omnichannel commerce will be left
behind. Unfortunately, what’s holding many retailers
back is the legacy technology they’re using, which provides a disjointed customer experience that is basically channel-driven, not capability- and customer-driven.

terthought or a secondary system. That can no longer be the case. Mobile must be inherent to and a
core foundation of a retailer’s digital strategy and
consistent with all other brand experiences, if not
superior to them.
Retailers used to think of consumers as a single
mass with no differentiation, but today’s shoppers are different. They take various paths to purchase — even in the store. Consider two different
mobile shoppers — one who requires advice from
an in-store associate and the other who just wants
to buy an item as quickly as possible. For a mobile shopper who needs advice, mobile is used to
empower the sales associate with the knowledge
to share with the customer to complete the sale.
For the shopper in a hurry, mobile lets them serve
themselves by scanning and paying for the product
within the store.
Retailers need to provide both consumer-facing
and sales associate-facing mobile capabilities to
ensure they have full ownership of their customer
experience, website and brand in the mobile world.

One big trend this year is the maturing of
omnichannel commerce. How have successful retailers taken advantage?
Omnichannel commerce is providing today’s suc-

Q

Stores are expanding their multi-channel
footprints. How can stores become both
digital and physical shopping destinations?
Regardless of whether shopping is taking place in

the store or online, the experience needs to be consistent. Additionally, for a store to become a digital
destination, the customer experience needs to be
both immersive and personalized. Stores need to
embrace digitalization either through a consumer’s
mobile device or through digitally empowered sales
associates — preferably both. That demands rich
product information, robust search, stock and endless aisle features, and, of course, promotions. Yet,
the only way to truly achieve this is through a single
commerce platform with built-in order management,
something many retailers lack. Shoppers expect
their in-store experience to be superior to the online
experience, and that means being able to handle
omnichannel transactions seamlessly.

Mobile sales are more important than
ever. How can retailers better serve mobile
shoppers?
Traditionally, retailers have treated mobile as an af-

Q

Putting your analyst hat on, what do you see
as a big retail technology trend in 2015?
The biggest retail trend in 2015 is the move

from systems of transaction to systems of engagement, which is primarily driven by mobile. Mobile is
a very broad term — it’s not just mobile sales. Mobile
is the way in which a retailer can personalize the
in-store experience and it’s a key enabler in unifying different sales channels and we’re also seeing
the rapid adoption of mobile payment technologies.
When we talk about mobile, we really mean the entire immersive consumer experience.
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25 Years of Innovation
When I used to compete in the high jump (a long time ago) I
could clear my height, which was six feet one inch. In retrospect, it seems like a decent achievement, but I rarely made the
podium, which is why I shifted to other sports. I understood the
term “raising the bar” at that time on a visceral level. It meant
jump as high as you can, then raise the bar and take a crack at
a higher leap.
Today, I understand the term from a different perspective. It
means setting a higher standard than you have today. It is especially relevant in retail and specifically in the pursuit of innovation.
I was recently speaking with Grant Shih, vice president of IT development
and enterprise architecture for Carter’s, who noted that “innovations are expected” and to emphasize the point he added that they are “not rewarded.”
Jeez. Talk about raising the bar.
In last year’s “Retail Technology Study” Gartner’s Jeff Roster, the principal
analyst for this report, wrote about the “era of intentional innovation,” about
empowering retailers to take risks and at times fail, but in the process learning
lessons that can be used “to gain competitive advantage.”
In this year’s study, our 25th, we again write about the imperative to innovate, but not as a mysterious skunk works project. Instead, according to Shih, it
has become an expectation for doing a good job.
Retailers are going through a transformative phase, the scope of which has
not been seen since the first “Retail Technology Study” in 1991. It is pioneering new methods of customer engagement that will explode in the future and
building out true cross-channel experiences. These developments are setting
the bar high for retailers who need to catch up to fast-moving millennial and
omnichannel shoppers who hold the keys to retail’s future.
In an age of transformation the risks increase for those who fall behind. These
risks include obsolescence and ultimately death, which we have seen recently
with RadioShack, Deb Shops, Caché and more than a dozen others.
Many retailers are embracing innovation and developing sustainable strategies to embed it into their DNA. Experimentation and risk taking are fast becoming a normal part of corporate life. Innovation is becoming an expectation.
Technology alone cannot guarantee success and neither can innovation. But,
as Roster points out in his”Executive Summary” (on page 6.), “The future will
be won by retailers who are bold enough to innovate and adapt…Retailers with
this mindset will make this an epic year.”

Joe Skorupa
Group Editor-in-Chief
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Who Responded
This study is based on input from 85 retailers
who completed every question in the exhaustive
questionnaire. More than 40 others entered the
survey, filled out some of the answers and then
abandoned the survey before reaching the end
and hitting the “done” button. We used some of
the abandoned surveys to provide us with useful
information, however we believe it is more important to use “completes.” This provides us with a
total picture of each respondent to use for reliable
cross-tab analysis and enables us to more accurately clean up the respondent pool by removing
invalid responses.
Of the respondents the majority work within the
IT department, either CIO (8%), VP of IT (13%) or
director/manager of IT (34%). Just under a fifth are
in the C-suite — a combination of C-level non-IT
(11%) and CIO (8%). Since support of the marketing

11%

11%

18%

8%

34%

Dir./Mgr. IT

Specialty

Retail
CMO/SVP
Marketing

Grocery/
Convenience/
Drug

13%

VP/SVP of IT

Pure-play
e-commerce

20%

35%

$1B - $10B

Apparel/
Footwear/
Accessories

Sales
Volume

$50M$250M

18%

81%

36% Adoption

Quick Profile
Adopter

48%

Late
Adopter

Brick-and-mortar

7%

Dept. Stores/Mass
Merch./Discount

Tech

Primary
Business
Model

$250M - $500M

4%

12% Leading Adopter
4% Non-Adopter

11%

8%

Catalog
or direct

28% Segment

16%

< $50M

23%

25%

CIO

Job
Title

8%

> $10B

C-Level
Non-IT

Other Mgmt.

department has emerged as a major theme in the
study, it is a notable sign that the CMO/VP in marketing title is represented by 16% of respondents.
The top three retail segments in the respondent
pool are apparel/footwear/accessories (28%), specialty (25%) and grocery/convenience/drug (23%),
which is also referred to as fast-moving consumer
goods (FMG).
While the majority of respondents had revenue
less than 1$ billion per year, the biggest block was
in the $1 billion to $10 billion range (35%). Another
11% had revenue greater than $10 billion.
One final note: all respondents are headquarter-level senior executives at national retail organization or large regional retail organizations. All
respondents hold significant responsibility for IT
strategy and purchasing within their organizations
and no field-level or store-level staff was included.

6%

$500M - $1B

E-Commerce

13%

Other

Abou t G a r tn e r
Gartner Research is a leading provider of research and analysis about the global information technology industry. It
worked with RIS News to produce this study, which was conducted during the first two months of 2014. In conjunction
with the RIS editorial team, Gartner created the survey and posted it online. Gartner performed the analysis of the data
and was then interviewed by RIS on the meaning of the data. Gartner was not paid for its involvement and RIS did not
involve any of the advertisers in the report during the preparation or analysis phases.
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Innovation Is Everything
The future will be won by retailers who are bold enough to risk leveraging the potential that technology can unleash
By Jeff Roster
I began my coverage of retail as an analyst in 2000.
At that time retail wasn’t the highest profile industry or coverage area at Gartner. That honor went to
financial services, an industry that was investing a
higher percentage of revenue in IT and therefore
had a much higher mindshare among the analysts.
Fast forward 15 years and we see retail really at
the center of the transformation that is occurring
around customer engagement and the building out
of a true cross-channel retail experience.
It’s important to realize retailers aren’t doing this
on their own because they had the vision to make
transformative changes. No, they are simply racing
to catch up to where their key customer, the millennial generation, already is.
Millennials operate under a completely new paradigm. Information about a product is expected immediately. Product reviews from complete strangers tend to be more valued than carefully crafted
marketing messages. Retailers are now faced with
two choices: either transform their business processes to empower this new customer or face obsolescence and ultimately death in the marketplace.
Major Strategies over Next 18 Months
Network and IT systems security			

46%

New payment technologies				46%
Advancing a mobile commerce strategy		

32%

Expanding multichannel (synchronization) initiatives

22%

Developing capabilities for personalized marketing

21%

Advanced order management			

20%

Leveraging social media				19%
Providing marketing department with advanced IT tools 18%
Adding capabilities to optimize predictive analytics

16%

Cost containment					15%
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Challenges over Next 3 Years
Increasing customer engagement		

62%

Customer data security			

53%

Developing apps to enable the newly
empowered consumer

33%

Managing big data		

31%

Application integration			

28%

Retiring legacy systems			

27%

Optimizing stores as a major channel		

24%

Fighting intrusions and web attacks		

21%

Consumer smart devices in the enterprise		

20%

Upgrading store-level bandwidth and infrastructure

20%

Major Action Items for 2015
This year we have seen a major realignment in the
top strategies retailers will pursue in the next 18
months. New Payment Technologies and Network
and IT Systems Security have tied at the top of the
list with both chosen by 46% of respondents.
The ascension of payments to the pinnacle of
retailer strategy is not surprising given the looming Europay, Mastercard and Visa (EMV) deadline,
but there are other major influencers as well. They
include Apple’s launch of ApplePay late last year,
Google’s deal with Softcard and Samsung’s acquisition of mobile payment startup LoopPay. Soon retailers will have to contend with an army of mobile
enabled millennials wielding their digital wallet of
choice and expecting it to work seamlessly in their
vast and varied shopping excursions.
Of equal importance is the value now placed on
Network and IT Systems Security. For years, security ranked fairly low on the CIO priority list. This
didn’t mean it wasn’t an important function, which
it most certainly was. It just meant that it was an
expectation as opposed to a front-burner strategy.
Then came the Target breach. For this reason and
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Technologies for 2015
Customer segmentation based on preferences		

47%

Multichannel fulfillment				

45%

POS peripherals (signature pads, pin pads, etc.)

44%

Social media analytics

44%

NFC (Near-Field Communication) payment		

44%

Customer segmentation based on buying patterns

42%

Mobile POS		

41%

Campaign analysis and forecasting

40%

Forecasting and planning		

40%

Order management systems		

39%

a myriad of others IT security became a top-three
strategy as documented in last year’s study.
This year security leaps up to the number-one
position, which ads a huge burden to the IT department. In a time of fundamental transformation,
when retailers are struggling to create new crosschannel engagement models, they also need to focus on doing it in the securest possible way. The
stakes have never been higher.
Advancing a Mobile Commerce Strategy (32%)
and Advancing a Mobile Enterprise and/or Store
Strategy (22%) illustrate the intensity at which retailers are transforming both their customer-facing
and associate-facing processes. When you add in
Expanding Multichannel Initiatives (29%) you have
the perfect picture of an industry that is rapidly reinventing every customer touchpoint.
Challenges to Overcome
It’s very instructive for analysts to understand what
strategies retailers plan to engage in, because that
measures intent or planned activity. But where the
rubber hits the road is where retailers feel pain and
then invest resources to solve a specific problem.
Here the story of innovation, a major theme in the
study, continues to play out in the findings.
The number one pain point that retailers tell us
they plan to dedicate significant resources to solve
is Increasing Customer Engagement. This sets the
stage for the in-store technology refresh that many
of us in the analyst community have been anticipating. This means we are likely to see such solutions
as in-store video analytics and beacons become as
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prominent within a few years as mobile POS is today. Of course, adding these new technologies will
mean addressing the heightened level of security
that is required today and building in the significant
level of investment that will be needed.
Two challenges, or really opportunities, that retailers have identified are very interesting for what they
portend as future trends: the Internet of Things (14%)
and Nurturing Intentional Innovation (13%). Both are
at low levels today but they are indicators of major
changes that will arrive in the near future and deliver
promising developments for the retail industry.
Conclusion
The data in this study is a celebration of the Era of
Intentional Innovation that we began to talk about
last year. Many retailers have embraced the challenge this implies and are developing aggressive
strategies to engage with their customers in new
ways. They have changed their corporate DNA to
embrace experimentation and accept risks with the
hope of payback. As someone who has worked in
this industry for most of my professional life, this
is a welcome and healthy development. With this
kind of forward-looking approach, I would expect
the retail industry to be an attractive career choice
for the best and brightest technologists.
But the message in this data is also a cautionary tale. There is no worse fate a retailer can suffer
than to be viewed as irrelevant in the eyes of its
targeted customer. Sadly, even the most casual of
focus groups conducted with a group of teenagers
or young professionals can uncover which retailers
have lost the mindshare of this key constituency. Retailers in this group face an uncertain future. Technology experimentation alone can’t reverse their
flagging prospects. Nature will take its course. The
weak will fall and the survivors will get stronger.
The future will be won by retailers who are bold
enough to innovate and adapt and creatively leverage the amazing potential that technology and
calculated risk taking will unleash in 2015. Retailers
with this mindset will make this an epic year. •
Jeff Roster is vice president industry market strategies for Gartner. This is the 14th
year he has been the chief analyst for the
Retail Tech Trends Study.
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Setting a Course in the Age of Disruption
Elevating the importance of placing smart bets with IT budgets and investment strategies
By Joe Skorupa
“Don’t look back. Something might be gaining on
you,” said Satchel Paige about his life in baseball.
In the age of Google you can look Paige up and
find he was a fascinating character. His memorable
phrase resonates with retailers today because disruptive forces are gaining ground and putting their
businesses at risk.
The list of disruptors is long and includes omnichannel, empowered customers, paradigm shifts
in technology, cyber security threats and catching
up to fast-moving millennials. But no list can be
complete, because the disruption occurring today
is a moving target. The only constant is change,
and the cadence of change is accelerating.
The good news is that many retailers are now
several years into large-scale IT transformation
projects, a trend we have been tracking in this
study for the past few years. Many retailers are taking steps to fix addressable problems in legacy IT
architecture, updating applications and adding innovative new functionalities.
The bad news is that many retailers have waited too long to respond and have dug themselves
into a hole. Evidence of this is found in the extreme
example of bankruptcies and liquidations. More
than 20 major brands have either declared bankruptcy or liquidated so far in 2015. The list includes
RadioShack, Wet Seal, Target Canada, Deb Shops,
Cache, Jones New York and C.Wonder among many

2.5

%

Median IT budget as a percent of
total annual budget. Cross-tabs
indicate this number is sharply
higher for online-only retailers.
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Change in Year Over Year IT Budget

1% Decrease >10%
10% Decrease 5% - 10%
7% Decrease 1% - 5%
25% No change
34% Increase 1% - 5%
19% Increase 5% - 10%
4% Increase > 10% or more
other recognizable names.
These retailers either misread the importance
of investing in profound, evolutionary change or
under-funded the programs they needed to survive
and ensured a slow, painful death.
Retailers that have survived the recent wave of
bankruptcies can surely hear the footsteps of disruption gaining on them from behind. In this report,
we provide insight into the investments being made
and the technologies being deployed by smart retailers who understand the connection between innovation, differentiation and growth.
Stoking the Investment Fire
How much should retailers invest in technology as
a percentage of their overall budget? In many ways
this is an irrelevant question, because every retailer
approaches it from a different starting point. Three
years ago the correct answer for some retailers
who recently went bankrupt might have been 5%
or higher, which would have put them in the same
RIS

RETAIL

TECHNOLOGY

STUDY

2015

RETAIL

IT BUDGETS

TECHNOLOGY STUDY

IT Budget Capital Vs. Operating Expense

Revenue from Sales Channels

60 40
%

%

Operating

73%

4%

Capital

3%

2%

18%
BrickE-comand-mortar merce
stores

category as the banking industry, a well-known big
spender on IT. But even this level does not come
close to matching the investments made by Amazon and many other online-only retailers.
So, what’s the right percentage? Let’s start by
looking at the median IT budget as a percentage
of the total annual revenue of our respondents. It
is 2.5%. This means that half of respondents invested less than 2.5% and half invested more. Until
the rules changed in the current age of disruption,
2.5% of total revenue would have been considered
high by the vast majority of retailers. A decade ago
many CIOs reported the figure was closer to 1%.
But the age of disruption has exposed the depth
of damage to the long-term health of the brand that
can be done by staying with traditionally low levels
of retail tech investment.
It appears retailers are getting the message. Only
18% of respondents report a decrease in the yearover-year IT budget (about the same as last year)
and only 25% say there will be “no change,” which

Catalog/
Direct
mail

Contact
center

Mobile
commerce

is a big decrease from last year when 4!% said they
planned “no change.” Standing pat is no longer an
option.
Of the 57% who will be growing their IT budgets (up sharply from 43% last year), 23% will be
increasing it by more than 5% (19% will increase 5%
to 10% and the rest will increase by 10% or more).
Clearly, the retail C-suite and other high-level corporate stakeholders are getting the message that
being pennywise and pound foolish carries huge
downside risk for the long-term business model.
Maturing of Retail IT
It is laugh-out-loud funny to recall that more than
10 years ago Nicholas Carr actually wrote a widely
read report built on false analysis and failed predictions with the title, “IT Doesn’t Matter.” People
who understood technology at the time knew that
it was an outrageous premise that would be proven
wrong and it was. If fact, since the report was published at the turn of the century, IT has matured into

Major IT Budget Categories

33 18 20 13 9
%

Internal staff
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Hardware

2015

%

Software

%

Third-party
services

%

Communications
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Maturity of IT Architecture

7

IT infrastructure and systems
% Basic
with critical limitations

43
29%
20%

%

Mostly basic IT infrastructure
and systems but some advanced
upgrades

Mostly advanced IT infrastructure
and systems but lack of
comprehensive integration

a more essential part of the retail enterprise than it
was a decade ago. (By the way, in the days before
social media existed, the “IT Doesn’t Matter” piece
was an early example of a viral story that lit up the
internet.)
As smart people knew it would at the turn of the
century, technology has matured significantly. This
is especially evident in software interoperability,
expanded solutions suites and the software-as-aservice model. We track this evolution in several
ways in the study, one of which is labelled “Maturity of IT Architecture.”
Last year, we saw that more than a fifth of retailers (23%) described their IT architecture as “basic
with critical limitations.” This year the figure is just
7%. On the opposite end of the spectrum, we saw
Top 10 IT Service Providers
Microsoft
Oracle
IBM
JDA
NCR
Cisco Systems
SAP
Epicor
Dell
Accenture

MARCH/APRIL

Best of breed software			
Use third-party services to help develop software
Use in-house IT resources to develop software
Integrated solutions suites			

Advanced IT infrastructure and
systems with deep integration

14

Architecture Approach to Software

2015

Software-as-a-service models		
Platform-as-a-service models		
Infrastructure-as-a-service models		

55%
51%
43%
41%
38%
18%
7%

last year that only 14% of retailers described their IT
architecture as being “advanced with deep integration.” This year the figure is 20%. Overall, we can
see that retailers are making steady progress in the
evolution of their tech stacks because they recognize that technology matters.
Another metric we track is the retail CIO’s strategic approach to software. Overall our findings
rarely change much year over year, however this
year two elements deserve calling out. They are
best-of-breed software (55%) and using third-party
services for development (51%). Both of these metrics jumped sharply year over year.
One way to make sense of these findings is to interpret them in reverse. In this view 45% of retailers
do not use a best-of-breed software approach while
55% do. (Note that respondents could check all that
apply in this question.) Why not use best of breed?
For one thing, there are integration hassles with
every new piece of software and if each one is a
one-off solution then maintenance costs and future
upgrade chokepoints could cancel out the benefits
of using best-in-class software.
So, each software approach has strengths and
weaknesses and there is no right answer except to
note that regardless of how difficult it is to avoid
adding IT complexity there is no excuse for doing
nothing. The smart pursuit of improvement and innovation is a hallmark of modern technology and a
core mission for retail overall. •
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Replacing Complexity with Convergence
By converging store and digital commerce into a unified commerce platform retail gets back to basics
By Joe Skorupa
Despite efforts by many of the smartest minds
in retail, the term “omnichannel” has become a
ubiquitous term. Instead of fighting against the
trend, we use it sparingly. However, we also recognize that it will become a non-issue in the near
future as the effort to de-silo legacy retail systems
spreads across the industry.
This is a relevant discussion in this chapter because we are replacing the “store systems” title
we have been using for many years. The reason
for the change is simple: store systems, which are
built on a POS foundation, implies the technology
that runs a store is an island unto itself. To single
it out this way emphasizes (or over-emphasizes)
an approach to retail IT architecture that retail is
moving away from.
In an effort to recognize the de-siloing activity

that is transforming the industry, we are combining store systems and digital commerce technologies into a single section under the name of Retail
Systems.
This makes sense on a technology level, because there is tremendous amount of activity underway to develop a convergence of POS software
and e-commerce into a single unified commerce
platform.
In addition, there is another important reason —
stripping away complexity. If the business of business is business, what is the essential business of
retail? Retailers sell products and services. It’s as
simple as that. But there is an inexplicable lack of
focus on “selling” technologies in the industry. So,
in this chapter we address the absence by putting
them under a single heading and calling it Retail

Top In-Store Technology Investment Plans
Digital signage displays

28%

In-store video for analytics and loss prevention

24%

21%
12%

21%

In-store pickup or returns of web goods

Store level task management

15%

In-store shipping and fulfillment

21%
20%

Location-based marketing/communication 6%

13%

24%
28%

15%

13%

11%

12%

15%

24%

Near field communication 4%

7%

15%

14%

Shopper tracking capability

6%

9%

21%

19%
12%

22%
16%

14%
12%

15%

15%

21%

21%

9%

24%
26%
20%
25%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months • Will start major upgrade within 24 months
• No plans for upgrade
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Top POS/Checkout Investment Plans
38%

POS terminal
POS peripheripherals

31%

POS software

32%

Mobile POS

9%

14%

13%

29%
21%

26%

15%

12%
14%

12%
13%

15%
5% 13%

13%

15%

15%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months • Will start major upgrade within 24 months
• No plans for upgrade

Systems, which focuses on technologies that support selling, the essential business of retail.
One veteran retailer (now retired) described retail as a simple business but with a twist: “We buy
in bulk and sell in singles, but god how we make it
complex.” One of the good things that will come out
of the current omnichannel phase is a sharpening of
the fragmented approach that retail technology has
applied to selling. Since selling is the essential business of retail, adopting the name Retail Systems for
these technologies makes perfect sense.
Year of the S t ore
As previously noted, stores are struggling for relevance with today’s millennial and omnichannel
shoppers. In response, many findings in the study
indicate retailers are buttressing stores with a high
level of IT activity either planned or underway.
Taken together, this activity reveals a metastrategy
defined by the roll out of omnichannel initiatives
that feature the store as a central player in a game
plan for future success.
One of these initiatives shows up in a huge
amount of activity around the addition of near-field

communication (NFC) to the POS, which emerges
as one of the top-10 technologies for 2015. A fifth
of retailers (21%) are adding NFC now and another
22% will begin implementing it within 12 months.
There was a time when NFC was said to stand for
“Not For Commerce,” but that ended with the roll
out last year of the iPhone 6 equipped with NFC
and ApplePay, an NFC payment option. As noted
in the Executive Summary, payment technologies
head the list for technology strategies over the
next 18 months and this NFC activity helps confirm the finding.
Omnichannel activity makes a strong showing
in this year’s findings, such as the high level of activity for in-store shipping and fulfillment — 31%
of retailers have either started implementing it or
will start within the next 12 months. Another omnichannel capability that is high on the CIO to-do
list is in-store pickup/returns of online purchases.
Implementing this function has been ongoing for
several years. Today, 21% say they have it in place
and another 30% say they will have it within a year
(15% are implementing it now and 15% will start
within 12 months).

Mobile POS Investment Plans

Plans to Decrease Fixed POS Terminals in Stores

Yes, already investing		

33%

Yes

7%

Yes, planning to invest		

20%

No

80%

No plans		

41%

Don’t know

13%

Don’t know		
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Customer-Facing Mobile Channel Development
Planning underway		

34%

Pilots in progress		

25%

Fully functioning		

26%

No plans		

15%

minute the store is open day in and day out. Even
though mobile POS is a bigger trend to watch this
year, traditional POS upgrade plans for software is
on the agenda for 33% of retailers (21% who are
implementing now and 12% who will begin in 12
months).
Mobile POS, a lynchpin for revitalizing the store,
has much more planned activity that traditional
POS – 26% implementing it now and 15% plan to
begin implementing within 12 months.
POS peripherals, which in most years flies under the radar, is one of the hottest technologies
of the year, spurred on by the EMV (chip-and-pin)
mandate scheduled for October 1 when liability for
credit-card fraud shifts from banks to retailers. Today, 31% of respondents are EMV-ready and 29%
are working on implementation. Another 14% will
start an implementation within the year.
Like POS and peripherals, upgrade plans for
e-commerce platforms are also cyclical, however
the big difference is speed. For POS, the cycle time
is six-plus years. In contrast, for e-commerce platforms it is half that, which is why we see that 30%
of retailers are upgrading their e-commerce platforms today and 13% will begin within 12 months.
Mobile commerce blew away expectations during last year’s holiday season and so the race is
on to develop mobile channel capabilities. Today,
about a quarter (26%) of respondents say they are
mobile-channel ready, but 25% already have pilot
programs underway and another third (34%) are
well into the planning phase. •

E-Commerce Platform Investment Plans
Platform needs up dating, but no plan to upgrade

13%

Currently upgrading platform now

30%

Plan to upgrade within 12 months

13%

Plan to upgrade within 24 months

10%

Re-platformed within 2 years, no need to upgrade

19%

We don’t have an e-commerce platform

14%

Location-based marketing/communication capabilities in stores have immense potential for
driving comp-store sales, but like many emerging
technologies early examples of success has been
elusive. Still, we see a large chunk of the retail
landscape experimenting with it. Today, just 6%
say they have location-based sensing capabilities
in place, but 13% say they have already started
implementing it and 15% say they will start within
the year.
Point of Ser vice
Traditional POS goes through a regular upgrade
cycle and probably always will, because it is an
essential technology that needs to perform every

Top 3 Workforce Technology Investment Plans
35%

Labor scheduling and optimization

31%

Task management
Mobile-enabled workforce and/or HR applications

14%

20%

19%

17%

14%

12%

10%

14%

8%

10%

12%

29%
29%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months
• Will start major upgrade within 24 months
• No plans for upgrade
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Cracking the Code of Engagement
Merchandising, marketing and the supply chain adapt to the customer engagement paradigm
By Joe Skorupa
The primary responsibility for cracking the engagement code falls onto the shoulders of the marketing and merchandising teams. Their jobs have
gotten more difficult in the omnichannel age due
to the shift in sales away from brick-and-mortar
stores to the digital channel, which is booming.
Every system in today’s retail tool box was originally designed to get products onto store shelves,
encourage shoppers to pay for them and then exit
the store hoping the door didn’t hit them on the way
out.
Things like engagement, relevant communication and interactivity were not part of the equation.
Nor was managing (and synchronizing) job responsibilities in multiple sales and communication
channels. But today, with engagement emerging as
the number-one strategic challenge, retailers have
to rethink the systems and processes they have in
place and adapt them to a new retail reality.

The top strategic challenge (i.e., problem) for 2015,
as previously noted in the “Executive Summary“
chapter, is increasing customer engagement with
the brand. At first glance, increasing customer engagement appears to be a goal rather than a challenge, but retailers who have tried it, who have
struggled to implement and nurture personalized
communication on an enterprise-scale, know it is a
problem that defies easy solutions.
At the root of the problem are two big challenges: adapting current technology to tasks they
were not designed for (i.e., legacy systems that are
not cross-channel ready) and balancing the high
amount of risk involved. Failure to crack the code
of engagement is not an option. In fact, it is a recipe for disaster. If the competition beats you to the
punch and captures mindshare among millennial
and omnichannel shoppers, the long-term result
could be game over.

Top Merchandising Technology Investment Plans
Assortment planning

31%
31%

Category management
New product or private label development

27%

Forecasting and planning

27%

Product lifecycle management

24%

Campaign management
Price and markdown optimization

14%

22%
19%

11% 12%

13% 8% 11%
22%

18%

22%

17%

27%
12%

11% 11%

14%

19%

24%

29%

10% 11%
14%

11%

28%

12%

16%

17%

25%
27%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months
• Will start major upgrade within 24 months • No plans for upgrade
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4.2

Marketing Sheds
Importance of
Outlier Status
optimizing
marketFor the first time, this year
ing
capabilities
in
we asked respondents to
2015
on
a
scale
of
rate the importance of several key pillars in the retail 1 to 5 (1 is unimportant and 5 is very
tech stack on a scale of one
important.)
to five, where one stands for
unimportant and five stands
for very important. We asked
this question about optimizing marketing capabilities (through the deployment of technology) and
respondents gave it a 4.2 rating, which is similar to
a 4-plus star rating. This clearly indicates that marketing has assumed a prominent place at the retail
technology decision-making table. But how prominent is its place and what is the practical impact?
Although it is hard to quantify, an outgrowth of
the rise of the marketing department is an increasing appetite for technology. Examples that come
to mind include online remarketing, SEO analytics,
suggested recommendation engines, deep customer profiles, predictive analytics, guided selling,
cross-channel promotions and more. As a result
of this enthusiasm for technology, especially buzzworthy or emerging technology, the marketing
department has become the tech vendor’s dream
contact for making sales calls. And this has turned
into a CIO’s nightmare, threatening to create silos
of new marketing technology just as the rest of the
enterprise is streamlining and breaking down channel walls.
Clearly, smart executives on both the IT and marketing teams will seize this moment to foster a closer, more collaborative working relationship. There
was a time when getting CIOs and CMOs to collaborate was like mixing oil and water, but there is
too much at stake today for legacy dysfunction
to continue. The future belongs to those who
collaborate to win.
Merchandising and Supply Chain
No one is proposing that the merchandising and
supply chain teams converge into a single unit, but
there is no doubt that close collaboration between
them has become a fact of retail life. Merchandising,
in fact, is so dependent on supply chain execution
RIS
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High-Level Merchandising Priorities
It is important to emphasize that one of
the major findings in the study is the major
focus by retailers on Increasing Customer Engagement, which was named the top challenge
over the next three years in a chart featured in
the “Executive Summary” chapter. Increasing
customer engagement has major implications
for the merchandising team, which is a point discussed in detail in this chapter.
Other high-level findings in the “Executive
Summary” that have an impact on merchandising include Expanding Multichannel Synchronization Initiatives, which appears as the number
four strategy retailers will focus on over the next
18 months. Multichannel synchronization is a
key part of all merchandising departments that
have fast-growing digital sales.
On the influential list for Top 10 Technologies
we find merchandising applications appear in
four places: 1. Customer Segmentation Based
on Preferences, which is used to improve accuracy of forecasting and planning; 2. Multichannel Fulfillment, which is necessary to keep up
with online-only retailers that offer cheap and
high-speed shipping; 6. Customer Segmentation
Based on Buying Patterns, which is also used to
improve forecasting and planning; and 9. Forecasting and Planning, which is evolving to where
it can use sophisticated customer data (see items
1. and 6.) to fine tune sales estimates to improve
accuracy of the plan.

that merchants view fulfillment, replenishment and
inventory management as core responsibilities.
The top investment category in merchandising
technology adoption this year is for upgrading forecasting and planning tools with 40% of respondents
saying they will upgrade within 12 months (22%
have started but not yet finished and 18% will start
within the year).
One interesting point to note is that none of the
merchandising categories we tracked had more
than a third of respondents who were up to date
with their technologies. This means that about 70%
of retailers are working with tools that need upgrading or will need it soon. The reason this is notable is
that merchandising applications have matured over
MARCH/APRIL

2015
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Top Supply Chain Technology Investment Plans
Warehouse management systems

30%

Order management systems

24%

Multichannel fulfillment

13%

16%
10%
23%

12%
29%
22%

14%

17%

11%
12%

20%
14%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months • Will start major upgrade within 24 months
• No plans for upgrade

High-Level Supply Chain Priorities
In addition to detailed findings about supply
chain technologies that are highlighted in this
chapter, several more supply chain takeaways
can be found in the high-level “Executive Summary” section.
Two of the major ones occur on the list for
Top 10 Strategies over the Next 18 Months.
They are: 4. Expanding Multichannel Synchronization Initiatives, which includes supply chain
functions to create more agility for supporting
digital and store sales, and 6. Advanced Order
Management, which harmonizes management
of store and online inventory during the purchase and fulfillment processes.
Order management also appeared on the
highly influential Top 10 Technology list in the
10th spot. This list examines every technology
surveyed in the RIS/Gartner Retail Tech Study
to find out which applications have the greatest
investment interest over the next 12 months. A
sizable 39% either have an order management
project underway right now or will start one by
the end of the year.
Even higher on the Top 10 Technology list
was Multichannel Fulfillment, which appeared
in the number two spot. Fast and cost-effective
fulfillment, even same day delivery and converting stores into fulfillment hubs, is a driving competitive force in retail today and justifies its appearance near the top of the list.
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the past decade and one would expect that retailers would have caught up by now with the
latest iterations.
The problem is that the goal posts keep moving. Despite the fact that merchandising implementations are large and expensive, and therefore
difficult items to secure upgrade budget approval
for, they are essential to help merchandisers create
deeper customer engagement through localized
assortments that go beyond traditional plans that
manage clusters or A/B/C store segmentation.
Another problem that needs to be dealt with is
the growth of online sales from single digits (as
a percentage of overall revenue) to double digits,
which is a major game changer. Merchandisers
used to manage online sales using a method that
assigned online sales to a virtual store with revenue to match. Today, that single virtual store may
produce revenue the equivalent to 20 brick-andmortar stores. Legacy merchandising systems lose
accuracy when volumes get this high.
The biggest area of activity in the supply chain
this year is found in multichannel fulfillment, a surprise to no one. A low 13% say their organizations
are up-to-date with this technology, because it has
emerged as a major force in retailing in just the past
two years. A bit less than a quarter (23%) say they
have already begun an upgrade of their multichannel fulfillment systems and 22% say their upgrade
will begin by the end of the year.
Order management systems are another area of
significant activity this year. Although just 10% say
they are in the process of a current upgrade, the big
finding is that 29% say they will begin an upgrade
within 12 months. •
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Analytics Is King
Information is the oil of 21st century retailing and its pursuit fuels the surge in analytic investment
By Joe Skorupa
If any category in this study could be said to wear
the crown for overall investment and upgrade activity, it would be analytics, especially the branch
associated with customer insights and how to put
them to use.
An esteemed colleague of Jeff Roster, who is the
principal analyst and influential force behind this
study, is widely quoted to help explain the high
interest in analytics today. “Information is the oil
of the 21st century,” said Peter Sondergaard, a senior vice president at Gartner, “and analytics is the
combustion engine.”
To put this into perspective, marketing has

emerged as a major consumer of advanced technology in general, and analytics in particular. Marketing has an insatiable appetite for anything that
delivers energy and combustion. Especially combustion. Hence, the high degree of interest in analytics. Gentlemen and ladies in marketing, upgrade
your analytics and start your engines!
All about the Customer
There are several noteworthy analytic trends to
highlight in this year’s study beginning with customer segmentation, which we broke out into two
different categories — segmentation based on

Top Customer Analytics Investment Plans
Frequent shopper or loyalty program

39%

Campaign analysis and forecasting

25%

Customer segmentation based on buying patterns

12%
21%

24%

Pricing optimization (modeling, sales & margins)

15%

19%

Market basket analysis

19%

Social media analytics

16%

Pricing intelligence (real-time competitive pricing data)

14%
9%

In-store shopper tracking

7%

Predictive analytics

19%

29%

20%

Customer segmentation based on preferences/profile

11%

11%

13%

19%
11%

20%

24%

13%

20%

13%

25%

11%

8%

18%

27%

18%

24%

14%

15%

13%

29%

14%

15%

12%

12%

25%

14%

19%

14%

24%

32%

15%

35%
28%

25%

• Up-to-date technology in place • Started but not finished major upgrade
• Will start major upgrade within 12 months • Will start major upgrade within 24 months
• No plans for upgrade
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buying patterns and segmentation based on preferences (i.e., profiles composed of buying history,
web behavior patterns, demographics, loyalty account information and social media indicators for
those retailers fortunate enough to aggregate it).
Of these two categories, segmentation based on
buying patterns is the low hanging fruit because
retailers currently possess most of the data they
need, although it can be augmented by third-party
sources. About one-quarter (24%) have buying pat-

High-Level Analytic Priorities
In addition to the detailed findings
examined in this chapter, the pursuit
and investment in advanced analytic capabilities shows up prominently in the high-level
strategies covered in the “Executive Summary”
chapter. (See page 6.)
Analytics essentially dominates the Top 10
Technologies for 2015 chart with four placements on the prominent list, more than any
other branch of technology. The four placements
are: 1. Customer Segmentation Based on Preferences, 3. Social Media Analytics, 4. Customer
Segmentation Based on Buying Patterns, and 6.
Campaign Analysis and Forecasting.
On the Top 10 Major Strategies over the Next
18 Months list, analytic tools show up in three
places: 5. Developing Capabilities for Personalized Marketing, which requires sophisticated
customer analytics to drive accurate and relevant offers and promos, 8. Providing the Marketing Department with Advanced IT tools (this
primarily refers to analytic tools due to the voracious appetite by the marketing department for
analytics), and 9. Adding Capabilities to Improve
Predictive Analytics.
Finally, analytics shows up in two places on
the Top Challenges over the Next 3 Years list: 1.
Increasing Customer Engagement, which is the
top challenge and one that absolutely requires
advanced analytics to achieve success, and 2.
Managing Big Data, a still-emerging field that
will require significant planning, investment and
team building over several years to resolve.
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tern segmentation in place today, which is a few
points higher than preference segmentation (19%),
a newer analytic pursuit that is still emerging.
However, future investment plans show that retailers see potential in gaining insight into their
customer’s preferences. In the next 12 months,
47% of respondents say they will engage in a
major upgrade in their customer preference segmentation capabilities (29% are implementing it
now and 18% will begin implementing it within
12 months). For segmentation based on buying
patterns, the figure for the next 12 months is 42%
(29% implementing now and 13% will begin implementing within 12 months).
It is worth noting that both of these customer
segmentation capabilities are often tightly linked
and should be. But the reality is that only a minority of retailers have fully functioning social media
analytics tools in place and without data from social media it is difficult to obtain robust customer
profiles.
However, many retailers are racing to get up to
speed with their social analytic capabilities — 29%
are working on an implementation now and 19%
will begin within 12 months. This level of investment activity places social analytics on the influential Top 10 Technologies of the Year list, which it
actually topped in 2014.
Campaign analysis and forecasting, a core capability in the marketing department, is another analytic capability that achieved a prominent place on
the Top 10 Technologies of the Year list in both 2014
and 2015. In fact, this year the upgrade pace has
increased from 33% last year to 40% this year. This
breaks out as 21% who have already begun their
upgrade and 19% who will begin by the end of the
year.
Two final analytic capabilities to call out are market basket analysis, a mature technology, and predictive analytics, a complex tool that will only work
as well as the team using it. Market basket analysis
has a current up-to-date base of 19% while the number for predictive analytics is 7%. When we look at
upgrade plans in the next 12 months we see 37%
for market basket analysis (24% upgrading now and
13% who will begin by the end of the year) and 33%
for predictive analytics (13% upgrading now and
20% who will begin by the end of the year.) •
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THANK YOU TO OUR SPONSORS
TITLE SPONSOR
NetSuite is a leading end-to-end cloud solution for multi-channel and multi-location retailers, unifying POS and ecommerce on a single platform
with your core operational business systems—inventory and order management, CRM, business intelligence, marketing and financials. For more
information www.netsuite.com

SUPPORTING SPONSORS
AT&T Inc. is a premier communications holding company and one of the most honored companies in the world. Its subsidiaries and affiliates – AT&T
operating companies – are the providers of AT&T services in the United States and internationally. With a powerful array of network resources that
includes the nation’s most reliable 4G LTE network, AT&T is a leading provider of wireless, Wi-Fi, high speed Internet, voice and cloud-based services.
AT&T offers a wide range of security services, availability and recovery services that provide integrated business continuity and security solutions to
support complex networking environments. For more information: www.att.com/retailbusiness
Ceridian is a leader in human capital management serving over 25 million users in more than 50 countries. We help customers save time, control
costs, optimize operations, increase engagement and productivity. Our offering includes the award-winning Dayforce HCM, Global Solutions, LifeWorks and Small Business Payroll. For more information, call 1-800-729-7655. www.ceridian.com
Cradlepoint is the global leader in cloud-managed 4G LTE networking solutions, providing business grade and secure connectivity to retail enterprises with hundreds or thousands of locations. Specializing in business continuity, M2M/IoT and pop-up networking solutions, Cradlepoint’s awardwinning solutions are purpose built for PCI-compliant networks. Cradlepoint was the first to pioneer and fully enable high-speed LTE solutions to
maximize the potential of the cloud for businesses worldwide. For more information: www.cradlepoint.com
eBay Enterprise is a leading provider of retail-optimized commerce solutions, including order management, fulfilment, customer care, and marketing solutions. We enable brands and retailers to deliver consistent experiences across all retail touch points to attract and engage new customers,
convert browsers into buyers, and deliver products with speed and quality. Learn more at www.ebayenterprise.com/rom
Epicor Software Corporation provides advanced solutions to meet the business needs of forward-thinking retailers and the evolving expectations of
their technology-enabled customers, to drive profitability and growth. In the cloud or on-premises, our converged commerce platform and extended
omni-channel offerings deliver inspired results. For more information, contact Epicor at 1-800-992-9160 or retailinfo@epicor.com.
Hughes’ HughesON™ cloud-friendly network and digital media solutions enable retailers to cost-effectively enhance the customer experience, increase employee effectiveness, streamline operations and increase revenues. Whether you’re in marketing, merchandising, store operations or IT,
HughesON gives you the agility to get your job done quickly without overwhelming your network or staff. Visit www.HughesON.com/agility
Manhattan Associates makes commerce-ready supply chains that bring all points of commerce together so you’re ready to sell and ready to execute.
Across the store, through your network or from your fulfillment center, we design, build and deliver market-leading solutions that support both topline growth and bottom-line profitability. By converging front-end sales with back-end supply chain execution, our software, platform technology
and unmatched experience help our customers get commerce ready—and ready to reap the rewards of the omni-channel marketplace. For more
information, please visit www.manh.com
Starmount solutions power the store as the center of the omnichannel retail experience, creating a data-rich commerce platform to engage shoppers,
streamline operations, and support seamless cross-channel customer interactions. Combining the best of in-store, online, and mobile shopping,
Starmount empowers associates, drives more sales, and accesses/fulfills inventory from any location. For more information visit starmount.com
TIBCO Software Inc. is a global leader in infrastructure and business intelligence software. Whether it’s optimizing inventory, cross-selling products,
or averting crisis before it happens, TIBCO uniquely delivers the Two-Second Advantage® – the ability to capture the right information at the right time
and act on it preemptively for a competitive advantage. www.tibco.com
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