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THE RETAIL 
LANDSCAPE
 
Driven by a combination of advancing technology and 
shifting consumer preferences, the retail industry 
is in the midst of a significant transformation. 
Now accustomed to the ease of online shopping 
and empowered by information at their fingertips, 
consumers have heightened expectations that extend 
beyond ecommerce to brick-and-mortar retail. Indeed, 
brick-and-mortar retailers are being forced to get 
creative in order to draw consumers into stores at all. 
Retailers are being challenged to rethink everything 
from store formats and payment methods to how 
consumers experience the retail journey, to how 
digital ecosystems can transform their operations.

To meet the modern consumer’s expectations, it’s important 
to deliver value by creating a retail environment that 
offers optimal convenience and value while providing an 
experience that fosters loyalty. The retail journey serves as 
an important extension of the brand, capable of building 
memorable brand associations by offering consumers 
unique experiences. In a world increasingly dominated by 
social media, novel experiences serve as a form of currency 
and bestow social status on consumers who are ‘first to 
know’. As such, brands that offer consumers engaging, 
‘shareable’ experiences that they can feature on their social 
media profiles gain not only consumer loyalty, but also 
additional exposure — potentially extending their reach.

To succeed at leveraging human emotion to build 
connections, brands need to anticipate and meet their 
consumers’ needs. To this end, brands are becoming more 
inclusive and finding ways to align their offerings and brand 
experience to their consumers’ needs and values. Successful 
retail companies are building powerful relationships with 
consumers by turning what people may want into what they 
can’t do without, by improving the experience consumers 
associate with their product or service.

A consumer interaction doesn’t necessarily need to be all 
glitz and glamour in order to be successful. A company could, 
for instance, make the consumer experience more seamless, 
create more interactive brand touchpoints, or make its 
consumer interactions more personal. The ultimate goal is 
to make consumers want to come back for more. Whichever 
undertaking a company selects should be adaptable and 
agile, providing room for an iterative process to continuously 
learn from and improve upon.

Let’s look at some major trends shaping the retail landscape 
in 2019.

The correlation 
between customer 

experience and 
repurchasing is high at 

0.82%. This means a 
moderate improvement 
in customer experience 

could improve the 
revenue of a typical 

$1 billion company by 
$775 million a 

three-year period.
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MULTI-PURPOSE 
RETAIL SPACES

Consumers love being able to 
‘hit two birds with one stone’. 

With the ease and convenience brought about by e-commerce 
and delivery services, consumers now expect a great deal more 
from physical stores. Forward-thinking physical stores have 
learned to entice fickle shoppers by providing customisation, 
community sharing and brand differentiation through 
memorable multi-sensory brand experiences that can’t be 
gained online. 

One of the ways brands are making their stores more appealing 
to ever-online consumers is by adapting their physical spaces 
to host complementary offerings, allowing shoppers to 
complete multiple tasks or address multiple needs in the same 
place. A growing number of stores are providing customers 
with services that support or augment their retail experience, 
such as allowing them to test out products in-store — often 
through highly innovative trial mechanisms that integrate 
digital elements into the customer’s experience of the 
physical space, such as smart mirrors or augmented reality. 
Through mobile-enabled mechanisms such as point-and-
know applications, some brands are bringing their products 
and spaces to life, allowing shoppers to access information by 
simply pointing their device’s camera at the product they wish 
to know about. 

Not all brands offer in-store services that directly relate to 
their products; many multi-purpose retail spaces feature 
cafés or restaurants. These kinds of in-store amenities help 
to create a more relaxing and enjoyable shopping experience 
for consumers, and keep consumers in store and engaged 
for longer. They may even draw consumers, if they gain a 
reputation for a particularly good cup of coffee or lunch special. 
Part of the experiential retail phenomenon is the concept of 
‘shoppertainment’. Hardly a new trend, shoppertainment is 
fast becoming the new normal. This Millennial-led trend can 
be defined as a retail tactic which engages customers through 
entertaining in-store experiences. The goal is to draw shoppers 
into the store by offering interactive and engaging leisure 
activities, turning stores into destinations in their own right. 

Could your retail business benefit from diversifying your 
value proposition through complementary offerings?
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LULULEMON ATHLETICA does more than help shoppers look 
the part of an athlete; it also helps them experience it. The 
yoga-inspired athletic apparel company has more than 300 
stores around the world, and most offer yoga classes in-store 
or in public spaces, as well as running clubs and other athletic 
get-togethers. These experiences create a sense of identity and 
community around the brand, establishing its customers as a 
‘tribe’ and fostering brand loyalty while motivating consumers 
to reach their fitness goals. 

Audi launched a virtual reality (VR) experience in showrooms 
around the world to offer more personalised customer 
interactions. The VR EXPERIENCE allows consumers to 
configure their dream car, as well as explore the car’s exterior 
and interior in realistic detail. It also includes special ‘Audi 
moments’, such as the Le Mans 24 Hours race, which lets users 
experience the pit-stop atmosphere. Through VR technology, 
Audi is able to immerse consumers in a dynamic and 
interactive purchase journey.

British technology company Dyson opened a product 
playhouse called DYSON DEMO at its showroom store on Fifth 
Avenue in Manhattan. The 3,200-square-foot space brings the 
science and engineering at the heart of its machines to life 
and is home to an interactive experience where consumers 
can try out Dyson products. Within the gallery-like space, 
products are displayed on plinths, while technical information 
is communicated via video walls, enabling customers to access 
a variety of information about the products ranging from the 
initial concepts to details of the technology incorporated into 
each product.

49% of participants cite not being 
able to touch, feel or try a product 
as one of their least favourite 
aspects of online shopping

72% of customers 
say they share good 
experiences with others. 

27% of consumers say they 
prefer visiting shops to 
shopping online because they 
enjoy the shopping experience. 
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DIRECT-TO-
CONSUMER 
CONVENIENCE
A direct-to-consumer business model 
gives brands control of their narrative.

Direct-to-consumer business models sees brands sell their 
products directly to consumers without using third-party 
retailers, wholesalers, or other intermediaries. Driven by 
accessible digital marketing tools and consumer demand for 
convenience, more and more businesses are cutting out the 
retailer and distributor intermediaries. These retailers manage 
communications, orders, delivery and customer service 
themselves, successfully engaging directly with consumers.

The direct-to-consumer (D2C) model offers several advantages. 
By interacting directly with the consumer throughout the 
customer journey, from discovery to ordering, to delivery and 
after-sales engagement, a brand gains greater control over 
the entire customer experience and has more touchpoints 
to improve the consumer’s perception and experience of the 
brand. 

More touchpoints also means that the brand gains data about 
each point of the consumer journey and thus deeper insight 
into the consumer’s behaviour, allowing for improved offerings, 
greater control over marketing and more personalised service 
and recommendations, and ultimately, greater customer loyalty 
and higher profit margins. While setting up the infrastructure 
for a D2C business model requires significant upfront 
investment, selling directly to consumers can significantly cut 
costs in the long run.

What kinds of infrastructure changes would you need to 
make to implement a D2C offering? 

If you already have a D2C model in place, how can you 
ensure that you are offering your customers the best 
possible customer experience?

3
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In 2018, Spanish multinational fast-fashion retailer ZARA 
opened a new store in Westfield Stratford City in East London 
that includes a click-and-collect order service. The store is 
reportedly the first Zara store designed primarily for fulfilling 
online orders. The click-and-collect model allows the company 
to offer consumers far greater convenience by allowing them 
to order online yet avoid the shipping costs associated with 
delivery.

US sportswear brand Nike has been localising its 
manufacturing processes and concurrently adopting a D2C 
strategy, with a focus on owning the experience. In 2018, 
almost a third (29%, or USD $10.5 billion) of Nike’s global sales 
came through Nike Direct, the company’s direct-to-consumer 
division, which operates online and through a network of 
brand-owned stores. While wholesale business continues to 
dominate Nike’s sales globally, direct channels are posting far 
greater growth.

Using a D2C e-commerce model, mattress company CASPER 
disrupted an industry formerly restricted to brick-and-mortar 
retail, fundamentally changing how mattresses are sold. Casper 
offers delivery and has a generous returns policy, assuaging 
consumers’ doubts about purchasing mattresses online. 
Moreover, through a robust content marketing strategy, Casper 
positioned itself as a subject matter expert on all things sleep, 
comfort, and relaxation, delivering content that speaks to 
customers at each point of their purchase journey.

40% of US internet users expect 
D2C brands to account for at 
least 40% of their purchases 
within the next five years. 

Nike reported that D2C 
sales represented 29.6% of 
its overall revenue in 2017. 

By 2022, worldwide 
e-commerce is projected 
to make up 17% of total 
US retail sales.
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EXPERIENTIAL 
MARKETING
Experiential brand activations make 
memorable impressions on consumers.

Experiential marketing is a communication strategy that 
makes use of participatory or tangible elements to immerse 
consumers in the brand and make a memorable impression, 
often by inviting consumers to interact with a brand in a real-
world situation. Experiential marketing can comprise anything 
from an online Q&A session to a pop-up shop with free 
samples, to a VR-enabled immersive experience, an interactive 
billboard or live competition. Experiential marketing 
campaigns should be more than random events intended 
to ‘shake things up’. They’re an important extension of a 
brand, and offer a unique opportunity to expose prospective 
customers to a brand first-hand or to build new, positive 
brand associations for existing customers. Like any marketing 
strategy, experiential brand engagements require careful 
planning to deliver the best results.

In a world where consumers are increasingly driven by the 
desire for interesting experiences, the best experiential 
marketing campaigns give people a reason to remember a 
brand — and to share their brand experiences with others. 
The ultimate goal is to help customers form memorable, 
emotional connections with the brand to foster loyalty. 

The more a customer actively interacts with a brand, the 
deeper their loyalty for that company becomes. At the same 
time, experiential marketing pushes businesses to stay 
connected with their customers, so brands are less likely to 
lose their understanding of their target audience.

How can you bring your brand to life for consumers 
using an interactive and immersive experiential 
marketing strategy?
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In November 2018, JOHNNIE WALKER opened an interactive 
flagship store in Madrid, designed to help visitors explore 
Johnnie Walker and the Scotch category. Among the 
experiences on offer is an interactive area where guests can 
discover the craft of cocktail making, a tasting table where they 
can explore the flavours at the heart of Johnnie Walker, and a 
personalisation station featuring unique gifts where visitors 
can add bespoke engravings and labels to purchases. 

In 2018, optical retail chain SPECSAVERS launched a new 
service to simplify customers’ in-store experience. The 
Frame Styler tool — which works via in-store tablets — uses 
imaging software to produce a three-dimensional model of the 
customer’s face. Next, it selects the glasses that best suit the 
person’s face shape, gender identity and age. Customers can 
then try on multiple styles and colours in 3D, easily comparing 
options. 

UK fashion retailer TOPSHOP launched a virtual reality water 
slide at its flagship store on London’s Oxford Street in 2017, 
turning its store windows into an interactive pool scene. 
Wearing an Oculus rift headset, customers could experience 
a 360-degree ride on a virtual water slide, twisting and 
turning above the crowds below. Elmwood, the digital agency 
responsible, said that swimwear sales increased by 100%, 
compared to the same period the previous year.

93% of consumers claimed 
that live events had a larger 
influence on them than TV ads. 

95% of marketers agree that 
live events provide attendees 
with a valuable opportunity to 
form in-person connections in 
an increasingly digital world.

98% of consumers create 
digital or social content at 
events and experiences. 
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RETAIL 
AUTOMATION
Automation cuts costs, boosts operational 
efficiency, and improves customer service.

Automation is the latest advancement set to revolutionise the 
global retail market. Execution of automated retail may take 
many forms, from vending machines and self-service check-
outs to automated order fulfilment, to in-store robots that 
offer customer service or help to manage inventory. Service 
automation supports retail facilities managers by increasing 
productivity and reducing costs, but the most important 
benefit of this technology is its ability to improve the customer 
experience. When customers have good experiences in retail 
locations, they are more likely to return, to support the brand 
online, and to share their experience with their network.

Much of the current focus in retail is on automating customer 
service, typically through robots or chatbots as well as 
automating checkout, mostly by implementing self-service 
checkout and check-out free systems such as Amazon Go’s 
machine-vision-powered stores that allow shoppers to simply 
walk out of the store. 

Another area seeing much automation is order fulfilment, both 
through stock robots counting inventory in stores, or robots 
helping workers to compile orders in warehouses to pack for 
shipping or collection. The focus is on streamlining the sales 
process, providing consumers with time-saving convenience. 

How could you integrate automation into your 
operations to offer consumers a more seamless and 
pleasurable experience of your brand while cutting 
costs and improving operational efficiency?

5
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DIY store Lowes introduced a retail service robot on its shop 
floor in San Francisco. Its ‘LOWEBOT’ is a multilingual, stock-
assisting droid that greets customers at the door and answers 
simple questions, freeing employees’ time for other tasks. 
LoweBot also assists with real-time inventory monitoring, 
improving operational efficiency and improving customer 
satisfaction by removing ‘out of stock’ situations.

AMAZON GO outlets automatically detect which products are 
taken from or returned to the shelves, tracking all the products 
in a virtual cart. When customers have finished shopping, 
they can simply leave the store. Later, their Amazon account 
is charged and they are sent a receipt for their purchases. 
This seamless shopping solution removes the need to wait in 
queues, making shopping experiences painless and efficient.

Alibaba rival JD.COM has opened its own high-tech 
supermarket in Beijing. 7Fresh, first opened in 2018, uses 
technology to deliver a convenient shopping experience. Its 
smart shopping carts follow customers around the store, 
allowing them to keep their hands free. The stores also include 
‘magic mirrors’ that sense when an item is picked up and then 
displays information about it.

Amazon’s ‘cobots’ have reduced 
its operating expenses by 20% 
and adding them to newly 
opened warehouses saves as 
much as $22 million in fulfilment 
costs per year, per centre. 

The retail automation 
market is expected to be 
worth more than $18.9 
billion by 2023. 

85% of customer service 
will be powered by 
chatbots by 2020.
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POP-UP 
RETAIL
Ephemeral retail offers a versatile entry point into 
new markets.

The influence of social media and shift of consumer attention 
from ‘ownership’ to ‘experience’ has significantly impacted 
how brands market and sell their products. One way brands 
are successfully responding to these changes is through the 
use of a pop-up retail format. A pop-up shop is a temporary 
retail space where brands — often those without a physical 
presence — can interact with current customers and 
communicate their message to potential new ones. Pop-
up stores also serve as a means for online retailers to allow 
consumers to touch and trial products. 

Pop-ups can look like regular stores, but many brands 
use them to create unique, engaging physical shopping 
experiences that invite shoppers to take and share 
photographs, capitalising on the growing consumer desire to 
find and share unique experiences. Pop-ups offer versatility 
in that they can be set up anywhere, outdoors, in busy 
thoroughfares, even inside other stores.

Pop-ups are actively being embraced by a wide variety of 
brands, from e-commerce retailers looking to establish a 
physical presence, to traditional retailers testing new markets 
or aiming to generate buzz and drive online conversions, to 
established brands like sneaker brands seeking to create hype 
around limited edition products.

How could you gain exposure in new markets through 
engaging and eye-catching pop-up retail experiences?

6
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In July 2018, DIAGEO installed Spanish-inspired cocktail 
fountains at bars across the UK to celebrate the launch of 
Tanqueray’s new orange gin, Flor de Sevilla. The first was at 
a Manchester eatery called The Anthologist. The opulent 
fountain provided an indulgent way for consumers to discover 
the flavours of the new product and the fountain was 
surrounded by a perfectly curated, highly photogenic orange-
themed display, creating the perfect photo-op for consumers to 
share their novel experience with their friends.

In June 2018, luxury accessories brand COACH hosted an 
interactive summer pop-up experience in New York, with 
nothing to buy, but everything to experience. The brand called 
it “an immersive multi-sensory experience” featuring elaborate, 
surreal sets created in collaboration with designer Simon 
Costin. Each room offered visitors a different adventure, with 
themes spanning from mystical forests to ‘classic New York’. 

A BURGER KING outlet in Helsinki, Finland created a spa within 
one of its outlets to give customers a novel, authentic local 
experience. The concept, designed by celebrity designer Teuvo 
Loman, featured two saunas, showers, dressing rooms and a 
private lounge, celebrating Finland’s cultural appreciation of 
saunas as a space for intimate socialising, in a unique initiative 
to align the international brand with local culture. 

Launching a pop-up store is 
approximately 80% less expensive 
than opening a traditional brick-
and-mortar location.

The pop-up industry was valued 
at $50 million in 2018. 

Top reasons for visiting pop-
ups include to find new and 
unique products (39%), to shop 
locally (36%) and to benefit 
from great prices (34%). 
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LOYALTY 
SCHEMES
Consumers love a good deal 
and personal attention.

Loyalty schemes are a tried and tested tool for building 
successful consumer relationships and encouraging repeat 
purchase behaviour through incentives such as rewards points. 
In recent years, digital technology has been a game-changer for 
loyalty programmes, enabling brands and stores to gather data 
about customer preferences and subsequently use this data 
to deepen relationships with customers through personalised 
communications as well as deals and rewards tailored to the 
individual. 

An effective loyalty scheme is long-term in scope and is 
premised on generating repeated customer interactions with 
a product or brand. Successful loyalty schemes enhance the 
emotional bond between consumers and the brand, often using 
an omnichannel communications approach or gamification. In 
mature brands, some 85% of growth comes from the most loyal 
consumers. When executed well, loyalty programmes have a 
major influence on consumer purchase decisions. 

A critical factor in loyalty schemes is the perceived value of 
rewards and benefits offered. Generally, consumers are not 
willing to engage with a scheme when they do not perceive the 
reward to be worth the effort. Therefore, in designing a loyalty 
scheme, a business must focus attention on delivering value, 
offering a great customer experience through the insightful 
use of its consumer data, as well as personalised and targeted 
communications. 

What kinds of loyalty incentives could you offer 
consumers to ensure that they become repeat 
customers?

What differentiates truly successful loyalty 
programmes? Are there aspects of these successful 
programmes that you could adopt or emulate in your 
own retail model?

7
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In February 2019, Domino’s Pizza launched a campaign called 
POINTS FOR PIES to encourage people to download its app 
and sign up for its loyalty programme. Users earn 10 points 
for each pizza photo (not necessarily Domino’s products) that 
they upload to the app, and are rewarded with a free pizza 
once they reach 60 points. Dominos since claimed the largest 
market share in global sales late last year. 

Shoe brand TOMS has used its customer loyalty programme 
to make a difference on a global scale. TOMS doesn’t give 
customers a loyalty card or offer personal rewards. Instead, 
the brand appeals to its customers’ ethical values. With every 
purchase, customers can create change through initiatives 
like One For One shoe donation and profit-sharing with 
causes like the Wildlife Conservation Society.

The Kimpton hotel group’s rewards programme, called 
KARMA REWARDS, focuses on creating “ridiculously 
personal experiences” for its guests. The proprietary algorithm 
inside Karma Rewards tracks members’ stays and purchases, 
including whether they book via the hotel’s website, attend 
Kimpton events, or interact with the brand via social media. 
One example is the story of a guest who posted an Instagram 
photo of Kimpton’s yoga mats in her room and went home to 
find a new Kimpton yoga mat on her doorstep the 
following week.

71% of consumers say loyalty 
programmes are a meaningful part 
of their relationship with a brand.

Two-thirds of consumers 
have made a special trip 
in the past six months to 
shop at a store in order to 
win a reward in a loyalty 
programme. 

56% of interviewed consumers 
said that a personalised 
incentive would increase the 
likelihood of considering a brand. 
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IMPACT AND 
OPPORTUNITIES
The retail industry is in a state of flux as 
stakeholders strive to adapt to the changes being 
wrought by e-commerce, connected consumers 
and emerging technologies like automation. 

For brick-and-mortar retailers to remain relevant, it’s essential 
that they remain innovative and stay abreast of trends and 
developments in the industry while embracing branding and 
engagement strategies that appeal to today’s consumers. 

The key challenge remains getting always online consumers 
through the doors. Transforming traditional shop floors into 
multi-functional spaces that allow consumers to ‘hit two 
birds with one stone’ is one potential solution. Intriguing 
and enticing pop-up stores and experiential marketing have 
proven fairly successful as a means of capturing consumers’ 
fickle attention, while direct-to-consumer convenience, retail 
automation and loyalty schemes help to keep them interested 
once you’ve hooked them.

As the retail industry continues to evolve, it will be advisable 
for retailers to embrace some sort of omnichannel retail 
strategy that allows consumers to engage with the brand 
online as well as offline. The brands that provide their shoppers 
with the most seamless and convenient customer experience 
are likely to be the ones to succeed in this transitional phase.

Will you be one of them?

8
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ABOUT LACUNA

These are just a few of the trends and opportunities emerging in the evolving 
retail  industry. To find out more about how this industry is transforming and how 
your company can take advantage of these shifts, contact Lacuna Innovation. Our 
innovation experts can help you to identify unmet consumer needs and opportunities 
and help you map a path to implementation.  

Lacuna Innovation is a boutique consultancy that helps global organisations to sustainably innovate new 
products, services and business models by combining trend, insight and commercial expertise in one 
place. We identify new growth opportunities, immerse ourselves in markets and build in-house innovation 
capabilities to achieve lasting impact.
 
Harnessing an environment of tangible tech and creative collaborations, we can help you bring identified 
opportunities and concepts to life through experimentation and prototyping. With offices in Cape Town, 
Nepal and Germany, we have global recognition, credibility and reach, which allows us to be at the 
forefront of Front-End Innovation (FEI).
 
We are innovation architects in the business of building tangible and sustainable futures. We work with 
companies to facilitate their innovation efforts, using our proprietary innovation methodology.
 
We are not a branding or advertising agency. We seek opportunities for our clients to ensure that they 
remain competitively innovative. We identify and monitor trends that impact our clients’ businesses, and 
assist them in identifying innovation opportunities to be pursued through focused research, a series of 
workshops, and a unique understanding of the unmet needs of consumers. Our proactive approach to FEI 
allows us to move beyond concept development to developing Proof-of-Concept design, prototyping and 
ultimately, commercialisation.
 
To find out how we can help you, reach us at hello@the-lacuna.com 


