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EDITOR’S NOTE

Store Systems Evolution

ver the course of RIS News’ three decades

of covering retail technology, evolution has

become standard procedure. For example,

13 years ago we began a great collabora-
tion with the IHL Group on a benchmark study
that was devoted to current and future investment
trends for POS systems. This quickly evolved into
a study that covers the full range of hardware and
software systems that are essential to running a
chain of stores at large regional and national or-
ganizations.

This year the IHL Group and RIS take another
step in our evolution and begin exploring the long-
term strategy of unified commerce. The best way
to understand unified commerce is to note that
technology stacks and sales channels are built in
silos. This has occurred for different reasons, but
the end result is the same — back-end systems that
frequently do not deliver smooth interoperability
and often produce frustration for customers who
expect a seamless experience between digital and
physical sales channels.

This multi-channel, multi-silo approach is also
a source of frustration for retailers because it is
expensive to manage and maintain, delivers un-
trustworthy data integrity across silos, becomes a
chokepoint for rolling out advancements, and basi-
cally requires a massive IT transformation to fun-
damentally fix the problem.

This transformation is something we call “uni-
fied commerce” and it has become a major com-
ponent of the study. For unified commerce to be-
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come a reality, retailers need to embrace two core
components: 1. Foundational systems that operate
with one consolidated version of the truth with re-
tail applications layered on top; and 2. A presen-
tation to the customer that appears seamless and
without evidence of back-end barriers that prevent
delivering quick and easy convenience through a
host of retail services.

In last year’s report we looked closely at distrib-
uted order management (DOM) as a key element
in the emerging unified commerce evolution. The
reason DOM is a good starting point is that it forces
a retailer to create a consolidated view of inventory
status. This foundational element can then be used
to deliver accurate and seamless fulfillment, cus-
tomer purchase histories, enterprise-wide transac-
tion reporting, and much more.

Although much has changed in the study over
the years, one thing has remained constant — the
close collaboration between RIS News and the IHL
Group, especially Greg Buzek and Lee Holman, the
chief analysts and authors of this report. In this in-
stance, the more things change the more they stay
the same and all of us get the best of both worlds.
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EXECUTIVE SUMMARY

Unified Commerce Awakens

Tracking the transformation from technology and sales channels silos to unified commerce

or the past 13 years, RIS

News and IHL Group have

collaborated to bring the

retail industry the de-
finitive Store Systems Study that
examines coming trends for the
year in the area of technological
advances that impact store opera-
tions, growth plans, budgets and
planned purchases.

Historically, retailers have es-
tablished a technology silo for
their first sales channel, which
for the vast majority was a brick-
and-mortar store. In the rush to
bring subsequent sales channels
on board, these retailers chose to
establish additional silos rather
than attempting integration with
the first silo. The end result was
multiple silos for multiple chan-
nels, which is not only expensive
to establish and maintain, but it
offers little in the way of data in-
tegrity across silos.

In the process of acknowledg-
ing this, retailers have slowly been
embracing technologies that will
ultimately enable them to stream-
line offerings and services to their
customers regardless of channel.
From an analyst’s perspective, we
see this process transitioning from
single channel to multi-channel to
cross-channel to omnichannel (a
term that is generally understood
if not well defined).

The next step is something
we call “unified commerce” and
it is where retailers are moving
to now and are on the verge of
achieving. This transition affects
every retailer in game-changing
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ways and therefore has a ma-
jor impact on the mission of
this study. Unified commerce is
now a major component of this
study and we address many of
the most pertinent aspects of the
current transformation as well
as some macro trends in the cur-
rent economic climate that will
have an impact on technology
strategies.

Major Trends for 2016

Retailers plan to increase their
IT spending for the coming year.
For example, enterprise IT spend-
ing will grow 4.6% and store IT
spending will rise 3.9%. The store
IT figure has rebounded nicely
from last year's figure, which was
the lowest since 2008.

We can draw some pretty
strong conclusions from several
key areas of data in the study.
These include:

» Retailers will expand their
store counts by 5.0% overall and
expect to conduct 4.0% more
store remodels than in 2015.

* Expansion of stores and re-
models translates into expan-
sion of IT so it is validating to see
the enterprise IT growth of 4.6%

By Lee Holman and Greg Buzek

match the expansion/remodel
figures. Store systems and cloud
technologies will get the biggest
bump in the spending numbers.

* Nearly a third of retailers are
planning to make a new POS
decision in the next 12 months
(31% for software and 23% for
hardware). These are encourag-
ing figures after last year’s study.

* Overall retailers say that 26%
of software spending in 2016 will
be on cloud-based solutions. Of
the spending in the following cat-
egories here are the percentages
that will go toward cloud-based
solutions: 51% on e-commerce,
38% on sales/marketing and 28%
on BI software.

* Only 18% of retailers made
the October 2015 EMV deadline.
The primary reason for the missed
deadline was delays caused by
financial institutions/processors
(claimed by 38% of retailers).

* There is a rapid increase in
the amount of software devel-
opment happening internally.
Many leading retailers are writ-
ing their own code as mergers,
acquisitions and cloud deploy-
ments homogenize systems.
Building, rather than buying is a

HL >

HARD DATA,SMART DECISIONS

Lee Holman Greg Buzek
Lead Retail Analyst President
IHL Group IHL Group

IHL Group is an independent business-consulting organization headquartered in Franklin, TN. It spe-
cializes in business consulting, professional and technology referral, market analysis and business
planning for retailers and technology companies that focus on the retail industry. Anyone who wants
more detailed data and analysis about this study can contact IHL Group at www.ihlservices.com.
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EXECUTIVE SUMMARY

; .
/
- . y
wday otf keeping competitive CHART 1 CHART 2
advantage. . .
- Nearly 18% of retailers Retail Segments Job Title
currently_L_Jse five or more Olor VP-Level (non IT)
of the unified commerce ca-
@ pabilities presented in this C-Level (non IT)

study.

* 563% currently check in-
ventory at other stores.

* 43% claim they can order
inventory at other stores and
39% claim they can return an
online purchase at the store.  specialty

* 15% say they have true Retailers
holistic merchandise/assort-
ment planning across all
channels.

It bears noting that this
report is a summary of the

Food, Drug,
C-Stores

clo/cTo/

IT Director/ VP MIS

Manager

overall data and analysis. QART 3 CHART 4_
Two items in particular that Revenue Segment Tech Profile
are not covered here are: The .
rapid change in the profit- More than$5B Trailer Leader
- ability of multi-channel cus- Less than $500M
.“ tomers and which software 10% 13%

vendors retailers are plan-
ning to increase business
with, decrease business with
or simply won’t work with in
the future. Those interested
in these or other details can
learn more about the com-
plete study charts and analy-
sis at www.ihlservices.com.

Quick

Late Adopter

$500M - $1B Adopter

$1- $5 Billion

Methodology
In this year’s study 57% of the responses came from retailers with more than $1 billion in annual revenue
and includes such retailers as Home Depot, Costco, Ann Taylor, Best Buy, Rooms To Go, Walgreens and
GAP. Of the total, 20 had revenue in excess of $5 billion. The responses of the larger retailers are highly
valued since they drive total IT spending in the industry as well as technology proliferation throughout
the marketplace.

Tier 2 retailers (annual revenue ranging between $500 million and $1 billion) were well represented with

14% of the responses. Another 29% consisted of retailers with less than $500 million in revenue. These
smaller retailers tend to be forward-thinking, with excellent financial results that stem from their view of
technology as a means to drive store execution and deliver a superior customer experience. They are also
often among the fastest growing retailers in the country.

Note that all respondents are headquarters staff and no field representatives or store personnel were
included. The survey took place in October and November of 2015.
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TECH BUDGET & STRATEGIES

oping a Long-Game Strategy

A positive environment for growth fuels investment strategies that lead retailers to the long-term goal
of unified commerce — seamless front and back-end systems

or the sixth consecutive

year retailers report they

plan to increase their

store counts and remod-
els, which indicates the majority
of retailers are predicting a posi-
tive environment for business
growth in spite of a sluggish
economy and serious drags on
their ability to invest in IT due
to security issues and require-
ments such as EMV.

The biggest growth segment
in store counts is food/drug/con-
venience stores (FDC), which is
planning a solid 7.0% increase
for 2016. General merchandise
stores (GMS) plan a 4.1% store
expansion. When it comes to
remodels, GMS plans a 4.1% in-
crease and FDC a 3.8% gain.

A deeper look into retail seg-
ments reveals that convenience
stores plan to increase their
store count by double digits and
drug stores plan to grow 5.5%.
In the area of store remodels,
convenience stores will increase
their activity 5.6% over 2015 and
specialty hard goods retailers
will increase 4.2%.

In the area of hiring IT staff,
specialty retailers have the most
ambitious growth plans, with
soft goods planning an increase
of 4.1% and hard goods 4.0%.

Strong IT Spending for 2016
Enterprise IT spending is mov-
ing up 4.6% from last year. In
2015 the figure was 4.0%. And
once again it outpaces store IT
spending, which will rise 3.9%.

8 RIS 2016 STORE SYSTEMS STUDY

CHART 1
Store Count & Remodel Growth Plans
1.0%
5.0%
I' 4.0% 3% A% A1%
Overall Food/Drug/ General
Convenience Merchandise
Il Store Count [l Store Remodels
CHART 2
IT Spending Growth in 2016
6.0% AVERAGE

41% 46%
3.9% 2.9

4.9%

Tier 1l Tierll Tierl
<$500M $500M - $1B >$1B

[ | Enterprise IT Spending M storeIT Spending

“Capital spending for store expansion and capital
spending for technology go hand in hand. The flip side
is also valid: retailers who anticipate a net decrease in
store count for 2016 do not expect to see much of an
increase in IT spending.”

RISNEWS.COM




TECH BUDGET & STRATEGIES

The bulk of enterprise spend-
ing in 2016 will most likely be
aimed at the transformation pro-
cess currently underway to con-
vert channel-specific, siloed sys-
tems into a unified system that
encompasses “one version of
the truth” for products, custom-
ers, transactions and sourcing
locations. This transformation is
expected to require significant
initial investment, but once it
is up and running the new sys-
tems should enable retailers
to achieve ROI as the costs for
maintaining siloed systems be-
comes unnecessary.

Retailers that have plans for
increasing their store count in
2016 are obviously more inclined
to plan an increase in store IT
spending and they indeed show
a growth rate that is 34% above
average. Enterprise IT spending
for these retailers is 18% above
average. This serves to dem-
onstrate that capital spending
for store expansion and capital
spending for technology go hand
in hand. The flip side is also val-
id: retailers who anticipate a net
decrease in store count for 2016
do not expect to see much of an
increase in IT spending — just a
0.5% increase for enterprise IT
spending and a 3.1% decline in
store IT investment.

Looking a bit closer at the
data, 72% of respondents plan
to increase their enterprise IT

59% &

Retailers who

missed the
EMV deadline

10 RIS 2016 STORE SYSTEMS STUDY

CHART 3

IT Hiring Growth in 2016

3.1% 2.1%
Overall Food/Drug/

Convenience

4.1%

General

Merchandise

3.9%

Average
increase in-store

technology $
spending $
in 2016

$
$

$
$
$
$$
$ 3

spending next year, which is up
from 65% last year. For store IT
spending, 66% plan an increase
for 2016, which is up from 57%
last year. The average increase
for retailers who plan an in-
crease is 5.5%, which is down
from last year’'s 6.9%. The key
purchase areas for these retail-
ers are POS software and mo-
bile POS (36% of these retailers
plan to purchase both), POS
hardware (30%) and mobile de-
vice for managers (29%).
Despite solid growth plans
for the majority of retailers, 30%
say their IT spending will be flat
in 2016 at the store. For these
retailers, the key spending tar-
gets for 2016 are digital signage

(29%) and mobile devices for
associates (24%).

Top Store Priorities for 2016

We asked retailers what their
top store priorities were this
year and anticipated that their
responses might be somewhat
tempered as a result of the shift
to embrace unified commerce
functionality, but we needn’t
have worried. Retailer store pri-
orities run a wide gamut.

The leading priority for 2016
is advanced CRM/Loyalty, which
is a perennial leader in this cat-
egory and has ranked in the top
five on our list for each of the
past 10 years. This year more
than half of retailers (52%) say

RISNEWS.COM



CHART 4

TECH BUDGET & STRATEGIES

Top Store System Priorities for 2016

Advanced CRM/Loyalty
Mobile for Associates

Bl/Analytics [N 35°
Inventory Visibility [ INEREIGN 32
WAN/WiFi Upgrade [INNNEGEGEEGG 29°
Single Transaction Engine [NINEGgGGEENE 21%
Improved Training Tools [N 19%
Workforce Management [ 16%
Ship-from-Store | 16°%
Assisted Selling [ 15°

they have new investment plans
for CRM and loyalty systems.
In last year’s study we found
that 50% of retailers said they
couldn’t effectively use their ex-
isting shopper loyalty profiles in
the store. So, what’s going on?
Are retailers making progress in
implementing effective CRM and
loyalty software or not?

We didn’t ask the question in
the same way this year but can

Mobility for associates has
been a top-five priority in each of
the last five years and this year
it ranks number two, which is
up a notch from last year. While
we think the first wave of experi-
ences with in-store mobility has
been a net positive for retailers,
we also think some of the nov-
elty has worn off and more ratio-
nal thought is being applied to
future roll outs.

“Store level Bl /analytics has seen a significant jump

in the priority rankings in the last two years, moving
from 9th place in 2014 to 3rd in 2016.

surmise that as retailers simulta-
neously upgrade their CRM capa-
bilities and embrace the “single
version of the truth” approach,
most problems they are trying to
solve might not vanish overnight,
but they will be seriously cut
down in size. Once the back-end
issues are resolved, then these so-
lutions can be used successfully
by associates to provide services
to individual customers in stores.

12 RIS 2016 STORE SYSTEMS STUDY

As a priority for 2016, mobile
for associates was selected by
42% of all retailers. For GMS the
figure was 50% and for FDC it
was 23%. The low rate for FDC is
attributable to that fact that mar-
gins are historically lower than
other segments and IT spending
is frequently focused on lane
transaction speed.

Store-level Bl/analytics has
seen a significant jump in the

I, 52
I, 42%

5%
Average growth in store
count expansion

rankings in the last two years,
moving from 9th place in 2014 to
3rd place in 2016, where it was
selected by 35% of respondents.
As retailers move to deliver
more data to the sales floor, in-
ventory visibility (32%) takes on
added significance and a grow-
ing number of retailers are in-
corporating this functionality in
their mobile solutions.
Rounding out the top five pri-
orities for 2016 is store WAN/
WiFi upgrades, (29%), which are
a necessity for the growing in-
crease in associate and consum-
er digital capabilities in the store
as well as the emerging unified
commerce data transfer needs.

RISNEWS.COM




EMV Was a Hiccup,

Not a Strategy

What do Sarbanes-Oxley, PCI
compliance, affordable health-
care, and most recently EMV
have in common? None of them
were initiated by retailers. More
than any other industry, retail-
ers have borne the brunt of both
financial costs and lost oppor-

TECH BUDGET & STRATEGIES

tunities due to mandates that
have sapped their resources in
recent years.

We have been vocal about
the problems retailers face de-
ploying such initiatives, and we
have presented myth-busting
facts that explode the over-
blown claims made for these
initiatives. Most recently, the

CHART 5

EMV Deadline Status — Few Retailers Made It!

No Plans, Our Risk

Set Own
Deadline

Made the
Deadline

18%

Missed the
Deadline

“ More than one in five retailers (21%) said they
paid no attention to the EMV deadline by ignoring
it and accepting the risk or by establishing their
own deadline after the run up to the Christmas

shopping season.”

4.6%

Average increase

in spending on
enterprise technologies
in 2016
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IHL Group published what some
have described as the definitive
report on EMV entitled “EMV:
Retail’s $35 Billion ‘Money Pit."”
In it we showed not only that
the issuing banks and card net-
works were more concerned
about revenue streams and
market share than providing
actual security to retailers, but
also that within the retailer’s
own ranks there was a signifi-
cant gap between fact and real-
ity when it came to EMV'’s effect
on transaction times. What we
found is that C-level and mar-
keting executives believe that
transaction times will decrease
at checkout, while development
personnel (the ones who are
actually working with transac-
tion times) know that they will
increase by an average of 1.3
seconds for fixed stations and
for mobile it will be 2.5 seconds.

All that said, the deadline for
the liability shift from the issu-
ing banks to retailers was Octo-
ber 2015. We asked retailers if
they made the deadline or not
and only 18% said they made it
and 79% of these were tier-one
retailers. More than one in five
retailers (21%) said that they
paid no attention to the dead-
line, by either ignoring it alto-
gether and accepting the risk
(4%) or establishing their own
deadline that made more sense
than during the immediate run-
up to the Christmas shopping
season (17%).

Nearly three in five retailers
(59%) attempted to make the
deadline and failed. Of those
that failed, 38% blamed the issu-
ing bank/processor, 36% blamed
the software vendor, and 20%
blamed the hardware vendor. A
modest 7% blamed their inter-
nal organization. -«

RISNEWS.COM




UNIFIED COMMERCE

Moving Beyond Channels

Charting the brave new world of cloud software, unified commerce and emerging technologies

he results from last CHART 1

year's study leftus with  Stgre Systems Purchase Timeframe
the impression that

2015 would be a fairly

lean year in terms of POS hard- POS Client - Base System 39% 2% 8% 10% D ks

ware and software investments Mobile Device for Manager o oy © Within 12 Months
and we wondered if this was the @ 12-24 Months
beginning of a multi-year trend. POS Software 35% 31% 18%6% e

This year, however, we are see- Mobile Device for 3% 8090 52, 10% 24-36 Months

Associates (non POS)

ing a prett ood recovery of
g a pretty g Y Mobile Pos BT 0% | 18% 7%

investment plans in traditional
POS systems with 31% saying Digital Signage JE[:IA 24% 1 10% 1%]
they expect to make a POS soft- Consumer Mohile
ware purchase in 2016 and 23%
expecting to make a POS hard-
ware decision.

This is not a repudiation of
the fact that we have witnessed ﬁ
a sharp advancement in mobile
POS over the past few vyears o O
and have also noted a slow but (o) % (o)

steady de-emphasis on tradi-

~\

tional POS systems. Indeed, Of retailers’ of retailers’

we view t_hls year's results as a have associate have customer
confirmation that current mobile e o=

POS strategy is thought of as  WIFiin stores WiFiin stores

being “in addition to traditional
POS” rather than as a “replace-
ment for traditional POS.” CHART 2
Leading all segments for POS  Top Software Spending Categories for 2016
hardware sales opportunities in
the coming year are the special-
ty soft goods retailers (36%) fol-

lowed by specialty hard goods Core ERP Store Systems
(21%). The food/grocery seg-
ment reports just a 7% increase Sales/
in _P(_)S hardwa_re investments. Marketing
This is caused, in part, because
grocers tend to hold onto their
POS hardware two to three Supply E-Commerce
times longer than other retail Chain
segments.
The figures for POS software Bl/Analytics Merchandising

follow the hardware trend with
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UNIFIED COMMERCE

specialty soft goods leading the
way at 43% followed by special-
ty hard goods at 28%, and food/
grocery at 21%.

Mobile POS surges to a new
level this year and, essentially,
parallels consumer interest in all
things mobile. We find that 30%
of all retailers claim they will
make a mobile POS purchase
decision in 2016. We view this as
an indication that the first wave
of mobile POS, which was a
learning experience for many re-
tailers, is emerging as a positive
experience for those who took
the plunge (and for those who
observed from the sidelines).
Now that the hype is over and
reality has set in, retailers are
beginning to make realistic and
rational decisions about deploy-
ing mobile POS.

Specialty retailers continue to
be the leaders when it comes to
mobile POS. Nearly half (48%) of
specialty hard goods retailers are
planning a mobile POS decision
in the next 12 months and 29% of
specialty soft goods retailers.

Nearly a quarter (24%) of all
retailers are looking to make a
digital signage investment in
2016. Of these 32% are specialty
hard goods retailers and 26% are
food/grocery. Nearly three quar-
ters (72%) of those looking to
add mobile devices for manag-
ers are specialty retailers. Over-
all, 23% of retailers want to add
them in 2016.

When we look at software
investment plans we find that
store systems, which refers to
solutions that are essential to
all aspect of store operations,
is the top software category at
21%. The segment most prone
to franchising was the leader in
store-system investment — con-
venience stores (37%). Interest-

18 RIS 2016 STORE SYSTEMS STUDY

CHART 3

Cloud Portion of Software Spending in 2016

E-Commerce [N 51
Sales/Marketing [INEGEGEN 35°-
Bl/Analytics | 23°- OVERALL
Merchandising |GGG 23° 0
Store Systems | 21° 26%

Supply Chain [ 12% of software
Core ERP [N 10% spending will he
cloud-based

other [ 16%

“When we look at software investment plans we find
that store systems, which refers to solutions that are
essential to all aspects of store operations, is the top
software category at 21%.”

CHART 4
Timeframe for Unified Commerce Capabilities

Check Inventory at Other Stores 53% 15% | 8% 5%
Order Inventory from Other Stores 43% 18% | 7% 1%
Return Online Purchases 39% 18% 7% K3

Distributed Order Management 34% 23% 15% (1%

Ship from Store 34% 23% 1% 1%
@ Up to date

@ Within 12 Months
@ 12-24 Months
[ ] 24-36 Months

Order Online from POS 30% 16% 15%

Split Ticket 22% 17% 17% 5%

Holistic Planning [ LT79 k17 30% 5%

Click & Collect LY

18% 20% 3%

ingly, the next biggest chunk of
software spending is, like store
systems, heavily involved in
transactions — e-commerce at
19%. In this area, specialty retail-
ers led the way with soft goods
at 25% and hard goods at 22%.

Merchandising software was
the next highest software seg-
ment at 13%. Specialty soft
goods retailers (23%) led here
probably due to the apparel seg-
ment’s need to be up-to-date
with software to keep pace with
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fast-changing fashion trends. Fa-
ther down the list of major soft-
ware investment categories are:
Bl/analytics (11%), supply chain
(11%), sales/marketing (11%)
and core ERP (9%).

Software in the Cloud

The debate has gone on for
some time about whether or not
cloud-based systems have come
of age in retail. Since 2014 we
have been citing such positive
benefits as using thin clients and
fewer servers at the store level.
We have also cited a key nega-
tive that retailers worry about —
requiring a reliable fallback plan
if web connectivity goes down.

In this study, we asked retail-
ers how much of their planned
2016 software investment plans
were going to cloud-based so-
lutions and discovered the fig-
ure is a hefty 26% overall. The
top breakouts include: 51% for
e-commerce software, 38% for
sales/marketing, 28% for Bl/ana-
lytics, merchandising 23%, and
store systems 21%. Coming in at
the bottom of the cloud-solution
list are supply chain and core
ERP solutions.

The figures for general mer-
chandise (GMS) and food/drug/
convenience (FDC) retailers are
25% and 24% respectively. Key
areas for GMS are in e-com-
merce (46% of planned software
spend), sales/marketing (35%)
and Bl/analytics (32%). For FDC
the breakouts include e-com-
merce (56%), sales/marketing
(36%) and Bl/analytics (29%).

Unified Commerce

Major trends in retail IT over the
past few years have moved from
single-channel to multi-channel
to cross-channel and then to om-
nichannel, an all-in effort to de-
scribe the reality that retailers can

20 RIS 2016 STORE SYSTEMS STUDY

26%

Amount of planned
software budget that
will go to cloud-based
solutions

UNIFIED COMMERCE

“Correctly deployed, distributed order management

becomes an essential element in delivering “one

version of the truth” and a seamless experience

to the customer.”

no longer silo their customers
and go-to-business approaches
by individual sales channels.

The problem with these
“channel” terms is that consum-
ers don't think this way and the
fact that retailers need to focus
on commerce as a whole and
not just channel-specific engage-
ments and business models. Be-
cause of this reality we believe
that the best way to describe the
road ahead in retail is by using
the term “unified commerce.”

This term encompasses the
idea that regardless of what
types of channels a retailer em-
braces or how many there are
two things need to happen: 1.
Foundational systems, on top
of which are layered commonly
used retail business applications,
need to operate with one consoli-
dated version of the truth; and 2.
Retailer presentation to the cus-
tomer needs to appear seamless
and without evidence of back-end
barriers to delivering quick and
easy convenience and services.

Last year, we looked closely
at distributed order manage-
ment (DOM), as a key element in

a unified commerce engine that
would serve as a foundational
system for a consolidated view
into inventory status, fulfillment,
customer purchases, transac-
tions and sourcing locations re-
gardless of channel. The DOM
application is intended to be flex-
ible enough for retailers to add
any POS front-end of their choos-
ing and accommodate current or
future mobile or e-commerce en-
hancements. Correctly deployed,
DOM becomes an essential ele-
ment in delivering “one version
of the truth” and a seamless ex-
perience to the customer.

Retailers are working hard to
get unified commerce and DOM
right. For example, the ability to
check inventory at other stores:
53% of retailers can currently do
it while 43% can order inventory
from other stores. These are es-
sential unified commerce capa-
bilities that help retailers make
endless aisle sales even if the
product is out of stock in one
particular store.

In fact, unified commerce ca-
pabilities are well suited to drive
customers to brick-and-mortar
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stores and ensure that when
they leave they are satisfied af-
ter their visit. Returning online
purchases in stores falls into this
category and we find that 39% of
retailers currently have this ca-
pability and another 18% plan to
acquire it in 2016.

Other capabilities that help
retailers convert their stores
into hubs of omnichannel capa-
bilities include: ship from store
(34% have now and 23% have
near-term plans to add) and or-
der online from POS (30% have
now and 16% will add soon).

We opened this segment with
some analysis that touched on
the importance of distributed
order management as an essen-
tial element in the long-term vi-
sion of unified commerce, so it
is a validating point to find that
more than a third of retailers
(34%) have already embraced
the technology. Nearly two-thirds
of these are tier one retailers.
We also find that nearly a quar-
ter (23%) of retailers plan to add
DOM in 2016 and, surprisingly,
nearly half are tier-three retailers.

The last word here belongs to
Holistic Planning, which refers
to planning across all channels
holistically as opposed to plan-
ning across each channel sepa-
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rately and then rolling up the
numbers after the fact. Current-
ly, only 15% of retailers claim
they currently have this capabil-
ity. We do not view this as a low
number. Retailers have a lot of
consolidation work to do to get
to “one version of the truth.”
Once they get there, then and
only then can they effectively
do holistic planning. Going for-
ward, this number will increase
slowly and steadily.

Emerging Technologies
Doing this study annually en-
ables us to get a front row seat
at the dawn of new and exciting
technologies that emerge in re-
tail. We explore several of these
emerging technologies in the
study, but the list is by no means
meant to be comprehensive.
Instead, it is meant to analyze
technologies that retailers are re-
alistically planning to adopt as op-
posed to bleeding-edge technolo-
gies that have yet to figure out a
way to deliver business value.
Predictive analytics is a
solution that has been gaining
notice among retailers over the
past few years and has steadily
matured. This technology uses
large volumes of data to do
what-if scenario modeling and

algorithms to calculate outcomes
of future decisions. Retailers say
that in 2016 they plan to spend
6.5% more on predictive analytics
than they did in 2015. This is the
largest dollar increase among
the emerging technologies
we tracked. We found that
61% of retailers (mostly in the
specialty hard goods and soft
goods segments) are planning
to increase their spending on
predictive analytics.

Proximity marketing (which
typically but not exclusively
refers to beacons) has also re-
ceived a large amount of atten-
tion in the past couple of years.
Some major retailers have
moved forward with significant
proximity marketing deploy-
ments, such as Apple Stores,
Macy’s and Lord & Taylor. Bea-
cons and similar technology
push alerts to customers inside
a store informing them of rel-
evant promotions and sales.

This technology is most effec-
tive when linked to both analyt-
ics and CRM solutions. In an ide-
al scenario, proximity marketing
can mimic one-to-one market-
ing. In 2016, 41% of retailers plan
to increase their spending on
some kind of proximity market-
ing technology.
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