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Introduction

The continuous technology evolutionthe modern era is certainly one of the key

factors that hadefinitely upset the daily activitieg.his trend had a major impact in
various industries and segments, somehow undeniably shifting and modifying
companies as well as users to their rootsandigss of namely their core activities or
specific habits. In spite of the different outcomes that the application of technology
could have determined within different businesses, thigopestented transition also

had a major impact in the developmentl dhe modification of the retail sector. The

aim of this thesis is, therefore, to evaluate these shifts and modifications in a specific
segment of the retail industry, which refers to everything that concerns the luxury retail
environment.

According to ageneral overview that we can infer simply from our personal daily
experience, technology and its evolution have not only changed consumer habits and
behaviours, determining the birth of a cluster of customers who are increasingly more
experienced with r@ect to the basic products information and always updated about
the latest trends, but it has also brought numerous opportunities for brands to satisfy a

more and more segmented market, while better managing new customers.

Working in the luxury retail wdd for the past few months, | had the opportunity to
appreciate the ability of an extremely traditional and greatly connected to heritage
sector to understand the importance of innovation in all its forms, especially the ones
represented by the technolaglienhancement. Specifically, | mainly experienced the
intelligence of companies operating in this environment to study and exploit new tools
and technologies with the aim of finding a solution to the problem of integrating
distribution channels. In accadce to this, the latter will therefore constitute the main

argument of this entire work.

Accordingly, the scope of this paper is to provide a comprehensive overview of how
marketing channels have evolved throughout time, from the implementation of the
classic brick and mortar single channel shop, up to definition of the omnichannel
strategy. Eventually, a final analysis would be proposed and evaluated considering a top
player operating in the luxury retail industry, with the aim of providing a successful

example of how the most innovative and technologically comprehensive retail model



can be realized and enforced within a company, at which costs and considering which
offsetting benefits.

In order to give a clear overview of how the thesis and all the agsmwill be
proposed throughout the paper, | will use this following section of the introduction to

briefly summarize the different topics analyzed in each chapter.

The first section focuses on the definition of the theoretical concept of distribution
channel, defining what the latter is, how it can be classified and which the main
characteristics are, pros and cons of each classification.

This focus is necessary to understand the passage that brought the evolution of
strategies in the world of retail mk@ting, meaning that it clearly gives a snapshot of the
evolution of retail highlighting its most representative physical translations, the
channels through which products and services are marketed, offered and sold.

The physical, the online, the mobdad the catalog channels will therefore be analyzed,
following also the progressive transition from a singt@annel strategy to the

omnichannel one, highlighting the main differences existing both between the channels

and, of course, between the differapproachesfrom narrower to broader.

The second chapter, on the other hand, will be focused on developing the main theme of
the elaborate, that is the advent of the omnichannel marketing. The latter will be
analyzed and evaluated with a strong focughenvarious factors that characterize the
strategy itself, starting from the mere technological development up until the new type

of clientele that this model supports, passing through the relevance-statarstaff has

on the generality of the customexperience.

A paragraph will also be dedicated to luxury brands, taking into consideration a study,
which evaluates some actions those companies are trying to undertake in order to

evolve, innovate and, in few words, keep up with the times.

Just to giveyou a short preview, a lot of luxury brands are indeed struggling with the
adoption of these new strategies due to different cultural and structural issues, but those
who have been able to carry out and eventually implement technologically and not
technobgically innovative ideas were eventually able to define a significant connection

with customers, building in such a way a loyal clientele.



In order to test the relationship and confidence that consumers have with the concept of
omnichannel in general, tiieird chapter eventually focuses on a questionnaire. The

latter will be the base of the following analysis that will help us in understanding which
both the peculiarities and the common traits of customerigs @19, which as we said

is a period of gragrogresses and changes for all the players in the retail industry.

In detail, conclusions will be drafted on consumers habits and preferences during their
purchasing process, which will be investigated with the aiamafysingthe propensity
to buy online and to use technology during thetore experience with respect to the

aversion to such innovations.

As previously said, this thesis does not want to be a completely theoretical analysis of
the changes occurred in the retadustry with respect to channel implementation, but it
rather wants to create a starting point for evaluating how the changsisdean

internalized by companies. This, which sounds extremely complex, in reality simply
translates in providing some eviadenof the implementation of the omnichannel

strategy with respect to a top player operating in our simd@mest industry. Here is also
where my personal experiences come into play. | had the chance to work for Gucci for
the past few months and, duringstipieriod, | also had the possibility to personally
experience how the company was able to successfully implement an omnichannel
strategy. The aim of this final chapter will therefore be to show the ability of the
enterprise in dealing with such innovatiaccordingly presenting the main initiatives

that the Italian maison has developed to cope with the digital era and its consequences.

Specifically, after a general overview and the digital strategy implementation will be
presented, focusing mainly on thew companyOs website and on critically evaluating it

with respect to a consumer perspective.

Furthermore, a special consideration to new tool, which has been a key factor for the
company growth, will conclude the chapter. The latter is simply yet indyettidn
GUCCI App and its functions, which has provided the company with some extremely

astonishing outcomes, which will be examined.



In few words, this is what the entire work is about. As it is clear, the writing partially
inspired by my personal experice within Gucci, which | firmly believe to be a

distinctive added value for my thesis. Despite all the research and analysis work, which
is inherently necessary to create an essay that is worthy of its name, my internship gave
me the possibility to conetely experience the luxury retail environment and its
evolution. | am therefore extremely aware of the journey customers have to undertake
each time they are interested in buying a specific product or service, | personally saw
how the inshop experiencesicarried out and how much customers relies on staff and,
eventually, | had the possibility to evaluate the Gucci App from an internal point of
view, which is an interesting insight. The latter, what | have called Ointernal point of
viewO, allowed me to e a thesis that was the most realistic possible, which is
something that | hope you will appreciate when you will start reading the next chapter,

the first one.



1.! Distribution channels and their evolution

With the aimof defininga frame of reérence, it ideneficialto analyze the various

sales channelshich retailers can select and adopt in accordance with their business
operations. This section of the thesis will focus on defining these channels, highlighting
the differences existing amotigem, which represent the main reasons for a company

to opt for one or the other. After having defined the principal characteristics of each
channel that a company hdsta disposal, a section will be dedicated to the evaluation

of the channel evolutiom order to better understand which trends have been
experienced by the retail sector.

1.1 Introduction toRetail sales channels

The sale channelan generally be defined #se way in which the companies decide to
delivertheirgood or service to the customets.

The function of these channels is to create ambteeyvalue, transforming potential
buyers into profdgenerating customers.

Usually retailers can choose between various alternatives of channels, which can
thereforebe physical, online, mobile, catalog or a combination of these.

As suggested before, the selection mainly dependshat is considerettie bestind
most fittedmodel for their organization.

In order to further explain this simple yet interesting condbptfollowing sections

will deal with providing comprehensidetaik.

! [Anne T. Coughlan, Erin Anderson, Louis W. Stern e Adel{AE$ary, Marketing Channels, 7th ed.
(Upper Saddle River, NJ: Prentice Hall, 2007]



1.2 Physical channel

Theanalysis will start from the illustration of tiphysicalchannel the storewhichis
undoubtedly the most effective and direct way to show closeness to the customer.

The store today represents the central element in the construction of the customer
experience, a touchpoint between consumers and company from which itOs possible to
creae value.

The physical channel plays a fundamental role in the creation of customer experience
journey. In the past it was seen merely as place where caapanld sell their goods,

but nowit is considered a real temple for comiggna space where thegan

communicate their values and provige@que and recognizabb¥and experiences.

Even if in the past stores were very important becthese werdew touch points with

the customer, nowadays theiyll maintain their relevance as final place of puratgs
phaselndeed, dday customers prefer doing their research online and then acquires the
product in stores (ROPO) in order to enjoy the final purchasing experfenc

The followingtable shows how the store is changing, reporting the steps of its
evoluion:

FROM TO
Small “secret” ‘:> Large monobrand store
boutique with many product categories

Far and mithical |:> Accesmbl\e/i:ir;g deasy o be
Only for big :> Open to various occasions and
occasion visatable also not for shopping

Moreover, bday the store is not only the place where the product is sold but a brand

declination where the consumer meets the dream.

2 Lemon e Verhoef, 2016
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1.2.1Store Classification

Focusing on digging a little bit deeper to better define these physical channets) we

now focus on the store classification, which can be perpetuate considering from one end
the channel and from the other the typology.

Starting off with the Channel considerations, we can focus specifically on:
"' D.O.S.- Directly owned stores
"I' ' FRANCHISING,;
"' WHOLESALE multibrand

Nonetheless, before defining the previously highlighted categories, it is important to
remember that, as shown by the picture betbe classification by channel goes from
Direct to Indirect control

The ownership ensuregdaect control, with the benefit to have the possibility to
control the personnel and the customer relationship, nut taking into consideration the
high costs and a significant real estate investment.

Moving to the right, we can find the franchising moddhjch has less control in terms

of brand image, but it requires limited investments.

The control becomes indirect when we move to a wholesale-bralid shop, where
there is the lowest brand image control even if it allows a very fast territory coverage

with low costs of management.

DIRECT CONTROL <> |NDIRECT CONTROL

OWNERSHIP FRANCHISING WHOLESALE

+ + +
Direct personnel control | Limited investment Lowest costs of
management
Fastcoverage Fastest territory coverage

Reliable image control
Direct customer
relationship

Maximum profitability

11



High costs Limited image control Lowest image control
Real estate investment | Partner reliability
Limited personnel
flexibility
Obsolete stock

Tablel, Alberto Festa, Luxury Management, Luiss 2018

Considering that D.O.S. are easily identifiable as those stores directly opened and
controlled by aspecific brand, for which the latter eventually has full responsibility and
liability, this section of the document will be focused more on the explanation of the
other two channel categories.

The scopef here is to understand which are the main chaiatitsr differentiating one

with the other, also trying to shortly compare them on a high level.

Starting therefore with thieranchising contragctit can be generally inferred that its main

features are synthesized as:

"' DURATION: Contract duration allosthe franchisee to recover the initial
investment

"I' LOCATION / AREA: Describes the store/s type and locatassvell aghe
area of eglusivity granted to the franchisee.

"' MARGIN: Higher margin than the wholesalév allow investment recovery

"' ROYALTY: Smdl percentaggpaidto the company for the brand usage and the
know-how sharing

"I' MARKETING SPENDING: Percentage of the gested sales to be invested by
the franchisee at the local market (local ADV, events, billboard)

"I' DISCOUNT POLICY: Maximum discount allved and sale policy

"I' RETURN POLICY: Conditions for returim the unsold merchandising

"' OTHER: Brand protection, number @mployeestraining, minimum purchase,

payment terms, guarantees.

12



Focusing now on th@/holesale / Distribution contracthe highlights can be

summarized in:

"' DURATION: Shorter duration than franchisee

"' LOCATION / AREA : Area of exclusivity (selective distribution)

"' MARGIN Lower than franchising, in line with competitors

"I' MARKETING SPENDING: Usually called Gbudget (coogbudget), apport local
marketing activities (local ADV, events) shared with the brand

"I' DISCOUNT POLICY: Maximum discount allowed and sale policy

"' TARGETS Yearly targets linked to financial bonuses

"I' OTHER: Brand protection, level of display, training, minimum purchaagnent

terms, guarantees.

After having defined the first section of the classification, i.e. the one by Channel, we

can now focus on determining the differences existing betwedppblegy

categorization.

Here a list of the different types of stores comes handy, because it easily and simply

summarizeshe peculiar features of each type of store, allowing for short comparisons.
The different typologies are therefore

"' FLAGSHIP STORE: Large store with all the product variances in stock and all the
servicesavailable

"I' CITY/LOCAL STORE: Midsize store located in secondary cities, dedicated to
serve local clientele.

"I' SEASONAL STORE: Small store located in touristic spotaallg opened few
months,characterizedbhy unique layout style and assortment.

"I' DEPARTMENT STORE: Small store or concession located in a large department
store close to other comparable brands.

"' TRAVEL RETAIL: Small store usually located in airpodsdicatedo travellers

"I' OUTLETS: Store located in an outlet complex, dedicated to reduce stock surplus of
past collections.

"I' CORNERS / SHOP IN SHOP: Small area of a largerintuéind store, dedicated to
the brand with a strong layout personalization

13



As shown bylte graph below, the typology of the store influences the brand jnmage
fact, it affects the exclusivity and the accessibility of the prodwstésting from the
flagship store which represents the most exclusive shop, up tectimereerce which is

themost accessible existing platform.

_ COMMERCIAL POLICIES

FLAGSHIP STORE

CUSTOM MADE

CITY/LOCAL STORE |
LIMITED EDITON
SEASONAL STORE M
A SCARCITY
DEPT. STORE
G
TRAVEL RETAIL E
MULTIBRAND STORE | | . | PRIVATE SALES |
E-coMmerce| / TeennnLSSEIEESE

Table2 The image through the retalil; Alberto Festa, Luxury Management, Luiss 2018
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1.30Onlinechannel

After defining the most intuitive type of channel a company can exploit to
eventually sell its products and services, it is now time to move on to more recent
and innovative ways for retail operations.

The online channel isxtremely peculiar because it allosgstomergo access

the shop 24/7, having the possibility to browsess categories and produats
they like, wherever they like

The possibility to have always available an online platform allows to customers
to compare cos@ndto get informations whenever they want to.

Considering the typical timeonstraint experiema by customer in an ever
changing and evenoving environmenithe online channdlecomeghe mean to
spend less time during the purchasing process.

The online customer experience is totally differfeoin the one previously
analyzed although customersan decide if and what buying in the comfort of
their own homes the companiesO service level cannot be the same that the
physical channel offers.

In accordance with this last statemehe retailers that have chosen to operate
exclusively onlinausually deal with standardized productghere the only
important variable is the pricand the level of customer service is perceived as

less critical, which allows for an overlook

3 Zhang er al., 2010
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1.4 Mobile channel

The mobile channel can be considered as the evolotithe online one.

1tOs the channel which satisfies customers with the need to quickly and easily access to
any shoppinglatform.The distinction of this channel is led by tlage advent of the
technology, which has brought the smartphone to be considered a separate sale channel.
The development of applications and of mobile versions of the website by retailers is a
key point in the creation of the mobile channel.

In this way cusimersO needs are satisfied in a simpler and faster way, creating a link
between the online and offline purchasing. In fact, thanks to internet access from a
mobile device, customers can instantly have access to informations available online,
such as reviewand prices comparison, while they are physically in store with the

possibility to evaluate the natigital components of the customer experience.

1.5 Catalog channel

Despite the disappearing trend that has charactepegeelin the last decadesome

retailers still list their goods and services on sale, with respective description and prices,
on printed documerknown as catalog. If the latter is on the other hand available only
online, the nomenclature changes in what is populaicasatéog

When daling with this channel methodologygresumers have the advantage to look
throughthe companyatalog without the restriction to have internet access or a
computer.

On the othehand,the main disadvantages of this channel are the cost of printing copies
and the speed with which iterasown on thenbecome outdated.

To avoid the cost of printing some retailers, in order also to update prices and products
more quickly, use an online catgldn this cas¢here is also another advantage to
highlightthe fact thatonsumers can filter and sort products by category, producer,

price and other criterjavhich allows them to have a more comprehensive and targeted
view of the totality of the compg offering.

There are two fashions to create a catalog: from one side the company can create its
own document showing its proper items on products, while from the other it can also be
theresult of a collection aflifferentcompetitors offering falling within the same

products categoryThe latter is commonly known asultiple companies€atalog.

16



1.6 Channels evolution

In this latest section we will now focus an analysis of the channels evolution, going
to evaluate and ponder the differgmbblems related to the luxury sector.

Over the years, customer habits and needs ¢tzregecand the evolution of channels
has followed this trendccordingly

The increasingly frequent usage of telephares smartphonesf PCsandof the
Internetaswell asthe development of applications that alltmpurchaseasily and
directly from the sofa at home, Waimpacted the purchasing methobiading to a
consequent distribution channels evolution.

This change was immediately evident in different sectors exaefte luxury retail,
where only in last years some different strategies have been implenfdhtedse
strategiedhave to follow always the concept of customer centricity, where cliemés ha
to be fully satisfied iraunique customer experience.

Before focusing on describing the channel evolution and analysing how it impacted on
the companies operating in the retail sector it is necessary to further divide channels in
two distinctivecategories that mainly differ for their narrower or broader level of

control from the company.

- Direct: a direct distribution channel is a way to transfer the product and/or the service
without the presence of intermediaries. The produdteieforein direct contact with

the client and has an absolute control on the E&len though these two elements seem
to highlight a potential advantage for the company opting for this solution, it is
important to remember that directly contacting clients comdsawtery high cost of

development and maintenance
- Indirect: an indirectlistribution channel isn the other hand determined by the

existence of one or more intermediaries. These have therefore the aim of transferring

the product and/or the servicerndhe initial producer to the final consumer.

17



Another point which is fundamental to highlight before entering the analysis which title
this section is that when dealing with the retail sector, it is common practice to exploit
the short channel.

Thistranslate in the presence of a retailer which buys from the producer and eventually
sale the product to the final consumer.

Reaching now the core of our analysie can state thatith the technological progress
and with the consequent change of thentéks the channel evolution can Banply
identifiedas the process shown below, which will subsequently be detailed explained

A A A m
8 CI)“\I/?
: ‘ | /I\

® SO0 oD

Table3 Omnichannel Marketing. What you need to knbttps://www.identic.be/en/ompohannelmarketing/
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1.6.1Single Channel

The single channel strategy candimply defined as the traditionalay of selling. ItOs a
channel based on an exclusive usaigene or more stores with the possibility to choose
if working offline (physical channel) or online (virtual store).

This strategy allowsot onlya strong and direct control of the relationship with
customers thanks to the usage of one main dominanhehaut also a significant cost

minimization.
CLIENT _— Physical shop
CLIENT _— Online shop

As shown by the graph abqgwbe overall purchase experience takes place through a
single touch pointwhich can be identified dwick-and-mortar, explained by the

physical storeandpure-click, shownby the online shop example.

¥ Brick-and-mortar represents a way f@nterprise$o operate following the
traditional business modef a physical storeHerecustomers caexperience
the product directly for the first time, feeling its characteristics gpdegiating
its qualities.
The workforce operating in loco plays a fundamental role in guiding the
experience of the final customer, considering that the direct contact with the
product available in store is influenced by the information shared with them.
Focusing more on the concept of customer journey, we can therefore infer that it
takes place within the walls of the stores, which have to be consequently

properly organized to meet customersO needs and requirements.
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¥ Pureclick on the other hand occurghenenterprises operate online ofly
through the use afearch engines, Internet service providers, commerce sites
enabler sites, transaction sites, etc.
When this model is implementedyrisumers can easily search for a large
amount of information oproducts, services and offeBespite this huge
information base available to the public howevtee key element is represented
by the online saleThe latterepresents the main and exclusive activity that
guarantees the turnover of the actitiythecompany
Focusing now on what can be identified las main advantages ptire-click
companieswe can infer that thegremainly linked to the cost reductiomith
respect tahe physical store ands well to the possibility to servdirectly the
cudomers without the neeaf recurring touse intermediarieg he latter is
extremely important if we take into consideration the geographical barriers that
can emerge between different cultures within the stores.
Nonetheless, also some kind of risks havbd taken into consideration,
especially for what concerns the intangible nature of the online model. It indeed
represents a major problem thiose companies who decide to go for this
specific strategy for their retail operations, majorly with respettteé@oncept of
security and the development of loyalty

To conclude with the analysis of thimglechannelstrategyregardless of it being
implementednline orwith the construction of aoffline store,we can focus on the
mainadvantagethat charadrize it. Specifically, a company adopting this approach
can experience gaims terms of coordination of marketing effgrignce they will be
addressed unanimousbndin terms ofquality and reliability of customer service
whose efforts will be direetl in a single and specified direction.

Nonethelesshie concentration on a single chanmehich is inherently built in the
definition of the model itselis alsothe main weakness of this chanriédie enterprise,
operating through a single onlinedfline store is not able taeach customers who do
not enter in contact with the unique available touch paton the contrary have
different shopping habits. This eventually leads to a stalemate in the opportunity to

4Kotler er al., 2017
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increase the customer base, wHiclncially translates in a slower trend in the sales
growth

In addition to what has been said until this point and also in accordance with some of
the conclusions that have been draft, it can be concludedé#sngle channelstrategy

is a marginabnd obsolete modethichit is not able to meet the new needs of
customerswho increasingly require the possibility of using different channels to make
purchases.

Ultimately, companies have to consequently adapt to these new needs and innovative
requestshat comes from customers, whose only answer is the creation and

development of a multhannel strategy

1.6.2Multi-Channel

As already stated, the evolution of marketing techniques has led companies to seek
interaction with customers through a plurality of touch points, thanks to the exploitation
of new technologies. Nonetheless, this statement may sound blurred and unctsar, he
the need for a further explanation which will be the main scope of the following section

of the document.

A simple question comes to our mind at this point. What does it mean to move from a
singlechannel to a mukchannel strategy? In few words thaeswer to this inquiry is

that the just cited transition requires to the company the search of at least two or more
independent distribution channels, both online and/or offline, which will become a new

touchpoint for the customer in order to find thengmanyOs products and services.

The new distributor usuallgffersdifferent services, a varied range of products and
different prices, with the aim of targeting customers on the basis of their shopping
habits.

Looking at this phenomenon from the companint of view, with the expression
Omultichannel marketing strategyO we mean the use of a variety of channels (both
innovative and traditional), assorted, coherent and integrated to communicate activities,

pre-sale, marketing and afteales customer astsce.
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Multichannel, therefore, does not only mean increasing the number of channels of
interaction between the company and the consumer, but also integrating them into a
wider experience driven by the company values and culture.

The focus is not to perade the customer to buy a specific product or service offered by
the company, but to involve him in an apéil exchange of information and-coeation

of interaction.

If we take into consideration what we said before abountstoreemployees and their
importance in guiding the customer in the purchasing process, it is easy to infer that
final buyer has always been influenced and directed by the staff towards certain
purchases. On the other hand, with the undertaking of a-chaltinel strategy, the
corsumer now has the possibility to choose the channel that is most suitable to his or
her lifestyle as well as to his or her habits.

The direct consequence of this newly emerging environment is that companies lose the
total customer control that wéisst in their possession, while consumers acquire a

stronger purchasing decision power.

Indeed in this digital era, before making their purchasing decisions, consumers are
likely to move between many different channels and platforms, exploiting the most of
theavailable contact points passing freely from one to the other, customizing the
purchasing paths. The latter represent one of the critical issues of this strategy for a
company, because implies that due to the flexible course that clients may undertake,
cudomer journeys becomes less predictable, overall in relation to the classic
segmentation and analysis approaches which are usually used to determine them.

As all the other strategies that we will take into consideration, multichannel strategy has
many adantages for companies, although it can often lead to difficulties and risks.

If on one hand the opportunities for contact and business with the customer multiply, at
the same time the complexity of the volume of marketing activities is greatly increased.

In accordance with this short sentence, we will now focus on analysing the main points

for and against the multichannel strategy.
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CLIENT Physical shop

CLIENT

|

Online shop

Benefits for the company:

¥ Development and optimization of CRM actions and of the relationship between the
customerand the company This eventually translates in a greater interaction and
retention of traditional customers.

¥ Expansion and strengthening of the distribution network to reach more customers,
which can now be contacted through the usage of multiple toucts po

¥ Improvement of segmentation strategies and acquisition of customers in new
segments, as for example market niches.

¥ Having a variety of available channels, which means that there is the possibility to
choose the media more in line with the haard characteristics of the targeted client.
The direct consequence of this is a more effective and efficient communication.

¥ Possibility to achieve better results in terms of customer profitability and customer
lifetime value. The brand, thanks to a diffietiated quality service, encourages the
consumer to spend more and with greater satisfaction as well as to recommend the
brand to other potential customers through positive word of mouth.

¥ Costs reduction to manage different channels, for examplelihg selough mobile
phone and not in a physical store or by promoting on social media rather than in
television an advertisement.

¥ Development of differentiated and value services: companies that offer a service or a
product for the customer using different channels stand out from the competition since
they build a brand that is more recognizable.
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¥ Efficiency of the organization terms of processes, technologies and information.
¥ Eventually a broader availability of data collection. Today, user data is a key factor in
developing a personalized marketing strategy. Using +oluiéthnel marketing for data
collection will bring moranformation about customers and at the same time an increase

in competitive advantage.

Benefits for the consumer:

¥ Evolution of purchasing experience and improvement of brand perception thanks to
service customization.

¥ Greater contact and widateraction with the company.

¥ More informatiosavailable whichincrease the value of tlasailableproducts /

services on the market.

¥ Possibilityto chocseamongthe various channels in order to use the one considered
most suitable.

Cons for the conmmny:

Although the negative aspects are less than the positive ones, companies still have to
consider the risks that the multichannel strategy may involve:

¥ The transition from singlghannel to multchannel and the management of different
channels coultbe complex, due to lack of internal competences, lack of coordination
between the marketing and IT function, lack of budget or even delay in adoption of
technological infrastructures.

¥ There may also be problems with the lack of suitable metrics to measlevaluate
results, or issues related to the inability to identify the multichannel client.

¥ Using multichannel means representing a coherent and unified image of the company.
Sometimes there is the danger of a growing fragmentation of communication.

¥ It may also become challenging to maintain an adequate and necessary level of service
on several fronts.

¥ Possibility of conflict between channels, for example between direct sales and a

partner company may emerge.

Eventually what can be inferred isatlthe lack of communication between channels
could lead confusion in the transmission of the brand identity that would no longer be
aligned within the different channels. The independence which is inherent to the
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channel strategy described brings in cas@n numerous problems in defining a target
that is different for each channel. Moreover, it becomes also very difficult to estimate
general KPIs to analyze the performance, which must be different and specific for each
type of channel used.

In considerdion of these issues identified, companies have tried to find a new solution
which would enhance the benefits implied in the mehnnel strategy minimizing its
associated risks. According to this, muiannel distribution strategy has evolved

towardsa crosschannel strategy.

1.6.3Crosschannel

In the crosschannel strategy the client does not choose a unique channel to make the
purchase but rather can use several channels for the same order This means that he can
initially approach the purchase tomlaa specific channel and finishing up the other on a
different platform/location, on the basis of his preferences and/or habits.

OClick & CollectO is a practical example of this model. When a company operates
through this strategy, customers can indaei@roonline a specific product, avoiding
therefore queues, crowding and wasting of time, and then collect the item in a physical
store. If this has become possible, the reverse has also become common practice
between customers. . Some clients indeed ptieéephysical shopping experience to the
online one, but occasionally may find a specific product available in store not 100% in
line with what they were looking for. In the eventuality that a customer tries something
in a shop, but he is still undecideooait whether to finalize or avoid the purchase,
companies with an online shop allows him to evaluate his interests at home and

eventually order online at his own time.

::> Physical shop

|

CLIENT Online shop

Communication

|
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This is possible thanks to the communication and the integration between different
channels, which are linked in terms of changes, returns and promotions.

Channels therefore are not in competition in this strategy, on the contrary they can
become complementary. This complementarity becomes an extremely value enhancing
characteristic foa company, because it allows the final customer to shape the customer
experience at his convenience. Considering the increasing trends of personalization that
have emerged in the last years, we can say that one of the strengths of this channel
model is ithigh flexibility and adaptation capability with respect to client needs

The main difference between multichannel and omnichannel strategies is the integration
of obtained informations thanks to sales made on different channels. This means that
data colletion becomes broader and can become an essential asset for the company to
eventually perfect the targeting strategies in action to acquire and retain customers.

The company is able to define a unique customer experience through the integration of
thoseinformation and data, focusing on customer specific needs to create a customer
journey that is the most personalized and fitted possible to them.

The flow of this informations is possible thanks to the strong communication and the
technological connectiopetween all the distributive channels, which do not operate in

a parallel and independent way but in an aligned way as a continuous exchange.

1.6.40mnichannel

The last strategy with respect to channel definition and development is the Omni
channel retding. Developed as an extension of nudtiannel retailingthe ommni

channel model has as main focus the idea of completely integrating all the channels a
company may exploit for its retailing operatidns

It can be seen as an evolution of crosannel strategwhere digital and noedigital

retailing combine in order to create a unigustomer experience.

Technological developments, purchasi@iaviourchanges and customer centricity

are the drivers dhis innovationin the retailing sectoand will be analyzeth the
following chapter.

5 Klosek, 2012; Frazer & Stiehler, 2014; Rigby, 2011
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When a company operates through this strataggtpmerdave the possibility tase
different channels at the same tifoetheir purchase. This means that they both can
scroll items ortheir mobilephonewhile at the same tim#hey are in a physical store,
havingthereforeaccess to real time informatioabout productsvherever and

whenever they wargnd need

The following table will be useful to clarify the different channels that we have
described until this point in order to have a clearer view of the main characteristics of
each of them before entering in the complete overview that the next chapter will be
focused o.
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Multi-channel

Cross-channel

Omni-channel

Concept

Division between the

Partial integratior

Integration of all widespread

channels of some channel; channels
Enables switching
_Degree_ of None between certain Total
integration channelsand touch

points

Channel scope

Retail channels: store
web- site, and mobile

Retail channels:
store, website,
mobile, social

media, customer
touchpoints

Retail channels: store, websit
mobile, social media, customse
touchpoints

Customer
relationship focus
brand vs. channe

Customeiretail channel
focus

Customevretail
channel focus

Customeiretail channebrand
focus

Channel objectives (sal

By channel or

All channels work together to

Objectives per channel, experienc| connected channe offer a holistic customer
per channel) and touchpoints experience
Per channel Managemsg
of channels and custom By channel or Crosschannel Synergetic
touchpoints geared |connected channgd management of the channels 4
Channel toward optimizing the [ and touckpoints | custe mer touchpoints geared
management | experience with each oll Perceived partial|l toward optimizing the holistic
interaction with | experience Perceived interacti
Perceived interaction wi the brand with the brand
thechannel
e Can trigge partial
.NO p.OSS'IbI|I'[y Of. interaction Can trigger full interaction UsH
Customers triggering interaction Use channels in channels simultaneousl|
Use channels in parallg y
parallel
No possibility of Control partial . :
Retailers controlling integration o] integration of all ol fugwr;[ﬁglrstlon el
all channels channels
bA(; ?]Z?/tiosreglsr;gg Adapt selling behavior using
Sales people Do not adapt selling beh different argument different arguments depending
vior oG G each customerOs needs an
P 9 knowledge of the product
channel
Data are partially,
Data DEIEEITE MO ElEist) £ shared across | Data are shared across chann

channels

channels

Table4: Differences between multicross, and omnichannel retailing. Source: Based on Rigby (2011), Piotrowicz
and Cuthbertson (2014), Beck and Rygl (2015), Verhoef et al. (2015)QRiapey et al. (2016) and Juaneda
Ayensa et al. (2016)
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2.! Omnichannel approach

The previous chaptavas determinant for establishing which differences exists between
thevarious type®f channelsas well asheir evolutionthroughout time and
technological changes

As previouslystated, this evolution is leadimgpmpanies t@rogressivelyshift to a type
of omnichannel interactiowith customers

Omnichannel strategy refers to anatistrategy that offerand exploitseveral channels
in accordance with the latest technological developments and current consumer
behaviour®

This new way ofipproaching tanarketing requires aextremelyhigh capacity to adapt
to changeConsidering thathe most significant changef our timeconcerns the use of
technologiesaind their continuous development, the compatedbaological impact
should be aligned with the negttrends andealways updatedccordingly

It is important to highlight thahts new strategy is not well developed in all sectord

by all companiesbut he fashion, travel and financial services industries have already
adopted thisnodelwith very satisfying achieved result3he main challenge for
retailers is to understandhich the best technique is to adopt in order to create an
extraordinary and unforgettable customer journey.

Companies shoulthereforedefine which is thenost fittedstrategy for their sectpr
focusing on their goals and the best approactiieve tem. Thusthey have to be
ableto understand whait is necessary to keep up with new technologies and to unify
pricing, products informations amtientOsommunicationamong thalifferert

channels

6 Verhoef et al., 2015b; Zhang et al., 2010
7 Gao & Yang, 2016; Harvey, 2016; Verhoef et al., 2015b
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2.1 Technological developments

The rise of technological progress in recent yearplag®ed a fundamental role

redefinng the strategies of traditional marketingintleedrepresents an indispensable
means todaya mechanismmecessary to be competitive in a society governed by users,

by their movemerstand by free access to any informataimny place or time.

For companies able to grasp the importance of this change, all this has led huge
investments in new platforms atethnologicatools, in order to guarantee a better
understandig of the state of demand and therefore a better offer of products and
servicesThe ultimate goal of such recently acquired assets is to create goods, which are
not better per se, but product and services improved in terms of fit with respect to the

needsequired by customers.

New technologies wilthereforeallow companies to be closer to consumers and their
need, as well as more suitable to answer to specific habits and cu3toensonstant
increase in interactions will allow companies, through geeaf adequate tools, to meet
the consumer's needs more and more efficieattgngthening morprofitable and
efficient strategies for companies and generating a greater degree of end customer

satisfactiorf

Companiegventually becamplayers involved in highly technological markedts

order to keep the pace of new technologies, the most innovative and fboolard)

firms focused firstly onmplementingwhat is calledhe online commercer e-
commercewith the aim ofefining ther digital skillsand creating new touchpoints with
customers.

What comes next on the path for innovation isitibegration of digital contact points
throughout the customer experience, in order to create added value for the consumer.
The latter, despitéhe obvious benefits that would bring to the companies undertaking
them as previously stated, is still not considered a common practice in the industry, but
rather a new innovative strategy yet to be exploited and implemented.

8 Katherine N. Lemon & Peter C. Verhoef; Understanding Customer Experience Throughout the
Customer Journey

30



Eventually, the only way in lnich we can conclude this paragraph is through inferring
that thechangen technologyhasled to a modificationin the typicalcustome®s

shopping pattern, so that comparfeese new challenges in their daily operations. What
is indeed required to themts hold in consideration these new habithile designing
new perfectly fittedstrategies®

2. 1.1 InStore Technology

The omnichannel evolution has changed the role of the physicaldg@irengit as the
heart where integrating online and offline interactioosur and evolveTherefore, the
physical touch pointlespite believed and perceived tocoenpletely gone, is becoming
the perfect space to meetd target those previously citedw need, allowing
customerdo complete the purchase process in an autherérsonalize@nd

memorable way®

Customersin spite of the frenzy and rapidity that characterize their environsiéht,
want to see, feel, touch, and try products, as well as &riexgge the shop atmosphere
This therefore means that the latter, so it remains an essential contact point between
clients and the company, where relationship can be established in light of loyalty and
heritage.

The shopcreated through the new availabt@ovations- being them technological or
merely cultural is characterized by amospheravhereboth tangible elements (as the
building, carpeting, fixtures, store decorations) and intangible elements (as lights,
colours music, perfumes, temperatuoegexists asn integral part of the shopping

experience.

Nonetheless, we cannot forget that nowagdtahnology represents théimateadded
valuefor targeting and personalization of a remarkable customer journey. Therefore,
considering its presence as a basic standard withstéhe ambient, it must be
employed to improve the istore experience and meet customer expectition

9 Brynjolfsson et al., 2013; Frazer & Stiehler, 2014

10 Going Online While Purchasing Offline: an Explorative Analysis of Omnichannel Shopping Bahaviou
in Retail Settings Authors: Marco Savastano, Riccardo Barnabei, Francesco Ricotta

11 Puccinelli et al. 2009
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As will be later fown, te availability of instore technology that can simplify, speed
up and improve the shopping experience®urablyviewed by the entire potential
clientele.

In accordance with what has been just said, we can shortly analyze aanii®oh an
Epsm researchwhose resultBave highlighted the following benefigth respect to
the technological implementation and exploitation
¥ improvement of customer servjoghich increased b§7%with respect tdhe
overall sample);
¥ generakpeeding up the payment procedoy&3%;
¥ lowerwaiting in line which decreased [58%;

¥l greater convenience and better shopping experievtieh impacted b$3%.

Nonetheless it is also important to highlight a small shadow emerging from this
analysiswhich is represented by the fact that enterviewee out ofenhas shown a
certain distrust of technological to@sailable athe storée?

The latter is important because allows for the emergence of other point of view, mainly
the ones of technologgverse individuals that, despite not being evaluatadigthesis,

also cover a little yet meaningful slice of the populatlodeed the trends show an

ever improvement and appreciation of the technological advancements proposed by
companies in the retaectors, but not all the customers may be keen to them.
Therefore, technology represents here a deetigd sword.

Despite the previous digression, which is important to give context and evaluate also
other issues that remains relevant despite baihgfescope here, we will now focus on
analysing what are the most frequently implemented technologies, with the aim of

evaluating them and see whittteir main characteristics are

12 Epson 2018
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¥ Interactive Touch Screen Kiosks.
The interactive kiosks can be definedvatual shopassistantable tomainly
provide support about products informatioas well ago make comparisons
between different itemand eventually,in some occasions and with the due
specificitiesto comple¢ a purchase order.
This tool represents to the best the meeting point between theabdeckortar
retail environment and the incredible efficiency and convenience of the online
world 3
The kiosks can be both freestanding or watlunted. Their principddenefits
impact the customegmployee relationship. from one side they are far more
effective and engaging than an employee, while at the same time either freeing
up time of your personnel, which can be spend elsewhere, or even assuming the
role of an emplyee altogethét.
The reason behind this just proposed assumption is, touch screen kiosks are
capable to work 24 hours in a day, offering the same high standard day in and
day out, delivering a consistent and quality user experience.
A European study showehat kiosks have reduced the waiting times for
customers by as much as 60% without mentioning the decline in the queues
levels that customers in the store could experiénce
Lastly, this technology can be used also with aitogystem, meaning that it
can remember customer identities, going to study and analyze their interests,
preferences and search histories. This is astonishing revolutionary. Using
informations as, for example, which products customers purchased in the past
and, as well, which are dheir interest now, the kiosk can customize the

following access offering them personalized deals and discounts.

¥ HBR, How SelfService Kiosks Are Changing Customer Behavior, Gavett 2015
4 Kiosks in retailing: the quiet revolution. ROWLEY, JdaBLACK, Frances
15 SelfService Technology in Retailing: The Case of Retail Kiosks; Hira Cho , Susan S. Fiorito

33



V

Figure 1 Prototype by Metrolite https://www.olea.com/product/metratitiail-kiosk/

Consequently, the main benefits that a company can experience when
undertaking such a strategy can be therefore summarized as followed,

- Overallbusiness costs reduction. The technological investment can be
spreaded throughout time and therefore amortized, reducing in the long run
operating costs;

- Interactive Touch Screen Kiosks Improve Business Efficiency, decreasing the
level of time waste botfor the company and for the clients;

- Interactive Touch Screen Kiosks Enhance Customer Service, considering their
ability to define a personalized and targeted customer experience;

- Interactive Touch Screen Kiosks Improve ThestomersO Buying Experienc
focusing on their true interests and precedent purchase journeys;

- Interactive Touch Screen Kiosks Increase Sales, mainly considering the
reduced time needed to serve each customer;

- Interactive Touch Screen Kiosks Deliver A Faster Return On Investmen
which is mainly due to the improvement in efficiency;

- Interactive Touch Screen Kiosks Boost Job Satisfaction

- Interactive Touch Screen Kiosks Help Businesses Understand Consumer

Behaviour
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¥ Free Wi-fi connection.
We all know whawVi-Fi is. Most of the people in 2019 would not imagine
living in a world without an internet connection and this technology has become
almost a basic feature to ensure a positive customer experience, regardless of the
sectors of interesWi-Fi connection is aery popular and widely used service
and making it available to customers is an excellent strategy to retainithem
spite of its simplicity and actually low cost of implementation.
The WHfi connection should be used as a marketing tool and therefotédmus
known how to manage it.
Companies should provide an hotspot connection which works with a dedicated
access control softwarand that isable to "see" individual connections and
intercept users before they start browsing.
Customers should create artaunt to access and use this kind of service; in
fact companies can ask for namemail address, phone number, &thus,we
cannot forget the data collection associated with this kind of registration, which
can eventually be exploited by customers fairttargeting and retention
strategies.
Studies indeed show that mobile devices represent the most effective loyalty
channels and also that about 74% of customers prefer to receive communications
regarding loyalty programs and marketing initiatives viakawvailable on their
smartphoné€. For thisreasonjs an effective method to send them personalized
messages with offers, discounts, promotions of the month, Christmas greetings
or any other informations, which can be addressed through the data dadiecte
a consequence of thWgi-Fi registration.

16 E| Azhari e Bennett, 2015
17 Conig 2018

35



¥ Beacon Technology.
Beacons are Bluetooth sensors used to intercept nearby mobile devices and
trigger a communication.
Shortly, OBeacon technology is poised to change the way consumers interact
with brands, making devices more helpful and revolutionizing the way retailers
measure the offline impact of online ad&@ith this tool, messages, coupons
and offers can be addressed in the right way and at the right time, making the
store a cornerstone ofdtomnichannel propositions of brands and retail chains.

After having explain its basic features, it is important to also evaluate its
procedures in order to have the most comprehensive view possible with respect
to this strategy:

- First of all, ech cusomer can be recognized while he crosses the entrance
door. It is sufficient that they have installed the retailer's mobile app on their
smartphone and that the Bluetooth is enabled.

- Then, thebeacons installed in the store identify the phone and spudha
notification which suggests the user to open the app to view product categories
and offers tailored to his interests, based on previous visits or on online

purchases.

8 How Beacons Can Reshape Retail Marketing, Lewis 2016
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How Beacons Work

Beacons placed in

Transmit one-way signal
venue

within close proximity to
enabled devices

—
= S
)
Opt-in process:
* App to interpret signal \ J
downloaded
* Bluetooth turned on
) —_—
* Notifications for app enabled
Welcome
Pa— to the
shop
Device owner receives specific app-
— enabled notification \ )

Figure 2 Understanding Beacons, Local search association & Future of privacy forum

The beacon technologysoallows to redirect the coupons usage. In fact, this tool
avoids useless spam but targets the notifications.

Currently, this technology 8ot widelyuseddue to some barriers which slow down its
expansion. The physical installation of the transmitters in the shop and the need to
active the Bluetooth are the main issues.

For this reason specialists are working to implement this strategy, for exantpig put

in contact the beacon and the customer through a simple GPS localization, which is a
function requested by different applications by default and that does not require manual
activation by the usé®.

19 Sterling, Polonetsky & Fan 2014
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¥ Smart mirrors and Virtual dressing rooms.
The Augmered Reality (AR) and the Virtual Reality (VR) are the trends which
will revolutionize the shoppirt§, a trend that is already showing off its results
and outcomes.
An example of this tendency is through the usamfor RFID (Radio
Frequency ldentificationsystemsa scan of the customer's body is carried out,
which can quickly test different combinations of clothing items.

A survey conducted by Gartner between July and August 2@d8ed that of

97 retailers in Europén US,in Canada andh Ching 46%of themintend to

adopt AR or VR solutionby 2020. The ultimate aim of this choice is to

eventually meet customer needs in the most innovative way possible, allowing
for a competitive advantage. The same Research also revealed that those same
companie®stimates that, still by 2020, 100 million consumers will benefit from
the augmented reality when going shopping botstane and online

Figure 3 SMART MIRRORS TRANSFORM RETAIL; Antedote

20 Gartner 2018
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Tablet devices in store.

Smartphones and tablets permeates our everyday life on a daily basis. These new
technologies may effortlessly ease ordinary jobs. For example, this kind of

device, within the retail industry, allows client advisors to assist customers in
every point of thestore. Moreover, other benefits arise when the tablet is in the
customersO hands, who can browse the online section of the brand with the aim

of looking for informations about product and services in the shop.

Figure 4 The Empowered Store Associate: Driving TomorrowOs Retail Experience; Aspire Systems
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2.2 Importance of staff

As in all the types ofelationships we weave on daily basis, people and empathy plays a
fundamental and determinant role. Therefdne,dtore associates have a key role during
the purchasing experiend@eir support is fundamental for the data collection, for
communicating iformations andor assising and steeng the customer towards
purchasing choices.

In orderfor information and experiens¢o becoherent and consistemmnong the

different channels and communication medine,staffmust haveupdatedts

knowledge and sks, thereforebecoming an important touch point to connect other
channels

This kind of connection is fundamental when dealing with customers who exploit the
online channel for information searching and eventually ask for advice before
concluding aspecific purchase. Here the ability of the instore employee to nimbly ease
the communication process determines a competitive advantage for the brand itself,
because it shows one of the most relevant characteristics of a company identity, which
is perceive consistency/.

Today, the customer journey does not begin wherpotential customer crosses the
threshold of the dopbutratherwhen the research phase stantsjallyindependently
andespecially through digital channels such as company websital| swadliaor online
prices comparison platform@/ithin this environmentthe OsalespersonO will have to
face a difficult challenge since he will meet the customer physically for the first time
whenthe latteiwill be already in the middle of his purchasimgpcess’.

In conclusion, sales assistants play a tricky role in the new retail environment
dominated by a strong contamination between online and offline tools, but as proposed
before their ability consist in consistently communicate the brand values giwiihg

the required fill up of information. Their eventual goal is to add a physical and more
real contest to a specific customer experience, which goes beyond the mere display of
information that customsiare already able to find online.

21 Customer journey management, Newnham

22 Angelos, Davis, Gaylard 2017
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2.3 Purchasingbehaviourschanges

Thanks to technological developmemalyzed in the previous section, the customer
purchasingoehavioursare quickly changing.

We have already seen some of the modification previously but considering the
importance and radaly changing outcomes that this trend is having, it is important to
dedicate a short section of the thesis to the analysis of the technology impact on the
typical customer purchasing behaviours.

Shortly summarizing the trendyday customers are increagiyydemanding, thanks to
the possibility to stay constantly connected to the global marketplaeethey can
compare prices and browse across the wide production selection available.

Moreover, as we have seen before, nowatlaygurchasing process gadrough
multiple shopping channels without interruptioiBe most common example of using
multiple channels for a singfarchase is evaluating the product from home (thanks to
the very detailed informatioressailable on the web sites or on other online platfprms
and then visiting the store to understand thedhgital characteristics of the product

with the aim of concluding satisfiedin storepurchasing it in storé.

Choosing one channel with respexthe other mostly depends on the different
requirements connected to the preferred purchasing path. Basically, this can be
explained by the following:

- an offline purchase does not have delivery costsvaiting time but it implies the

time costsof going back and fortifrom the store;

- an online purchase allows the customer to get products which are not available in the
storeat their convenience both in terms of time frame and locdtignwith delivery

time and sometimes with delivery costs.

Many retailers have recently started to offer customers the option to buy online and pick
up in store (BOPS) and this is one the main cause of the purchasiagourchangng

of the clientele.

This process allows to conclude the transaction online andléxictiie product in a

23 Bell et al 2014
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physical store, highlighting how the omnichannel experience can be an added value for
the client?* 1tOs cledirom our analysishat each channel has its strengtrsl the

BOPS model igventually able to take the best of each one: the client can learn detailed
and completed informationsas well as specifiavailability of the productefore
concluding the ordeandeventually hecan collect the items in a physical store

avoiding long queuesith an immediate gratification.

In theOmnichannel Retail Operations rep@#&016), Gao and Su have stressed the
importanceof choosing the best fitted prodwadigible for this kind of service; in fact,
retailers should choose carefully the strategyotdase traffic and sales.

According to various researche)$ very important to invest in the BOPS model since
in the next five years (EY 2015) direct store sales and home delivery will decrease,

while accordinglyclick and collect will be always mosnd morecommon.

Predicted shift in fulfillment
channel importance

1. Store sales

I ..I -9%

2. Click and collect (store)

3. Home delivery

Figure 5 EY 2015

24 Omnichannel Retail Operations with B@nline-andPick-up-in-Store; Gao, Su 2016
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2.4 Customer centricity

The directconnection between the channels, without brake points, represents the
greatest strength of the omnichannel strategy, where the client is the fulcrum of all the
shopping experiences with the power to decide if, when, where and how to buy thanks

to the muliple available alternatives.

The main objective of the omuhannel strategy is to create and to deliver value to the
customers rather thamly selling the productss on the other hand, occursthe
productcentric approach.

Today, in accordancwith the latest and most innovative trentti& firms build their
strategies around the customersO nestiisthe aim of buildinga unique and durable
relationship with them.

All the available touch points allow companies to be close to the client,isisiadpla
confidential relationshippased on data collection exghiionand personalization of the
customer journey.

All of these assumptions are better explained in the table below.

25 Customer experience in the orufiannel world and the challenges and opportumities presents,
Cook 2014
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A comparison of the Product-Centric and Customer-Centric approaches

ProductCentric
Approach

CustomerCentric
Approach

Basic philosophy

Business orientation
Product positioning

Organizational structure

Organizational focus

Performance metrics

Management criteria
Selling approac

Customer knowledge

Sell products; we'll sell to
whoever will buy.

Transactiororiented
Highlight product features
and advantages

Product profit centers,
product managers, plact
sales team

Internally focused, new
product development, nev
account development,
market share growth;
customer relations are
issues for the marketing
department

Number of new products,
profitability per product,
market share by
product/subbrands

Portfolio of products
How many customers car
we sell this product to?

Customer data are a
control mechanism

Serve customers; all
decisions start with the
customer and opportunitie
for advantage
Relationshiporiented
Highlight product's
benefits in terms of
meeting individual
customer needs
Customer segment centel
customer relationship
managers, customer
segment sales team
Externally focused,
customer relationship
development, profitability
through customer loyalty;
employeesre customer
advocates

Share of wallet of
customers, customer
satisfaction, customer
lifetime value, customer
equity

Portfolio of customers
How many products can
we sell this customer?

Customer knowledge is
valuable asset

Table5 The path to customer centricity; Shah et al.
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The new omnchannel customer is identified as a strongly prepanedinformed
person, highly connected aimdconfidence with technology.

A researckf has segmentetthis newcustomercategory in three segmemtspending on
the age group to which individuals belong or by their technological cultural habits

1.! Omni IntegratedAffluent, home oriented, well connected, age@&Dyears;

2.! Young mobile Under 30 years, constantly dretmove, SMS is their primary
communication lkannel;

3.I Social networkerSpans all age groups, highly connected by interest rather than

demographics.

Omnichannel customelave a very differerttehaviourdrom traditional retail

customers. They are bettefarmed, they can use technology and demand more and
more from retailersboth from an information point of view and from a service
perspectiveWhen they find a retailewhich offers the experience they want, these
customers become very loyal and profigalvith the expectation that this service will
continue over timeTherefore, the retailer should be very prepared to serve this kind of
customers, making use of technology and good products knowledge their strengths.

26 Journal of Direct, Data and Digital Marketing Practice; Cook 2014
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2.5 How luxury brandsare adapting to an omnichannel world

Before analyzing how brands are evolving with tinvelsich will be topic of the next
chapterthe change in luxury sector shoulddmnsidered and evaluate@riginally, the
concept of luxury involved aspects of culture, of lifestyle and especially of high
purchasing power of minorities.

Once upon éime, for example, the European monarchies showed power and outlined
frivolous social differences by the eccentricity of th@ioperties anthereforebegan

the marketing of luxury.

With the passing of time and the transformation of society, the meaning of luxury also
evolved 2’

Due to the digital tools which facilitate the access to everything, luxury has become
more visiblé® passing from a purely econontonceptto a more emotiondéeling with

a more emphatic value attached

Offering the same customer experience both in stodeona digital platform is the
main challenge that luxury brands are facing, and to rniakessueworse theyalso
have to adapt also to the omnichannel world.

As statedbefore in an omnichannel strategy, each channel interacts and sughygorts
other channels, creating a unicaured cohesivémage of the brandl.oday the consumer
hardly differentates the web experience from thestore one, but both are part of the

samecustomer journey without disconnectiéhs

Nonetheless, before entering in the specificity of the analysis, it is important to
highlight some peculiar characteristics belongintheluxury brands and its relevant

environment, which are highlighted below:

¥ Combining InStore and Online
The reason why luxury brands have been slowith respect to other in
investingin digital channels and platforms due to the fact that custorser
would not have bought such expensive items onlihereforethe greatest

*’ Central European Business Review, Vol. 5 N.02, 2016
28 GutiZrez de Ra¥, 2015
2% Forbes, How Luxury Brands Are Adapting To An Omnichannel World
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difficulty was finding the meeting point between the online experiences and the
"brick and mortar".

Certainly, nost of the luxury salestill take place in the shops but the customers
ratheruse digitatechnologiess a research tool, inquiring and knowing the
products and then going to the boutique to see and touch the product before the
final decision combining the ease of information sdang through the online

channels, and the physical experience provided by the store;

3 OUT OF 4 PURCHASES ARE INFLUENCED BY ONLINE PRESENCE

While all luxury consumer profiles are exposed to digital touchpoints, digital plays a
stronger role for consumesslling experience and emotional value.

254

Pure
h 56

offline
sales (22%)
Sales
influenced (71(;,3)
by the online .
Online
sales

2016

Table6 Euromonitor; Forrester; companies® Annual Report; McKinsey & ConipBigital Luxury Experience
2017. Includes Apparel, Footwear, Accessories, Jewelry & Watches, Leather Goodg.&BRatfumes.

¥ Focusing on mobile
The mobile channel alssxperiencedhe sameéssuesas the online channel. It is
difficult to think that consumers can buy luxury goods through their smartphone,
buton the other hanthe omnichannel experience considers the phone as a
fundamental tool in the customer journey.
A researcP has shown that the 29% of smartphone owners uses retailer mobile
app at least once per week, while the 23% of customers uses the smartphone to
searchinformations and to compare prices inside the store.
For this reason, luxury brands that are adopting an omnichannel approach are
investing in optimized websites for mobile phones and developing applications
to offer a seamless experience across all adarand devices to their customers.

30uUPS 2015
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Figure 6 Forbes, Apple And Burberry Team Up To Create Dazzling iOS Apps

¥ Active presence on social networks
As well known, social media is a powerful way to interact with consumers and
when most brands have started to use them, luxury brands have become
detachedhinking about a loss of exclusivity
Today, however, marketing strategies that follow an omnichannel approach
increasingly refer to social networks.
As previously said the strength of the omnichannel strategy reside in the ability
of the brand to create cohesive communication which reflects in the entire
customer journey, which means that it has to be perceived by customers both
online and offline.
A way to communicate the brand identity in a united approach is through
storytelling. The latteis thebasis of luxury marketing and social media is a tool
that easily allows to tell a story about these precious brands.
In accordance with all these assumptions, below you will find an example of the
impact of social media with respect to luxury brands, etadg the engagement
of people using them to interact with those companies.

31 McKinsey & Co 2015
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Social media engagement (#reactions)
during Milan Fashion Week 2017

GUCCI 39.7 M

VERSACE B 1906 M

FENDI B 123 ™
MOSCHINO 11.4 M
PRA DA 9.1 M

Table7 Data on the Runway SS2018, Launchmetrics

¥ Offering digital customerservicewith a humantouch
The luxury customer service ae of themost importanstrengthof high-level
brands. This also emerges also from a dialectical point of view, considering that
sometimes the word OluxuryO is synonymous of OexcellenceO
According to this, it is easy to understand the reason why when dealmg wit
luxury brands, a supreme quality is what customers expect as a standard and not
as an optionallt is thereforevery important that the online experience
corresponds to the service that customers would like to receive in the store and
that the digital cstomer service haghat is commonly known ashuman
touch.
Obviously, this represents a critical and adard challengebut througha
carefulplanning anda strong customer knoWwow, luxury brands arearningto
focus onthe development of this philosophy.
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3. Perceptions of omnichannel strategy

After having analyzed in detail the best practices and characteristic features of the
omnichannel strategy, a on field research has been pursued to investigate if consumers
areconfident with online purchases, their propensity to the use of technology and their
connection with the physical shop.

The aim of the research is to give a contribution to the literature regarding the approach
and behaviours that consumers have durieg ffurchasing process.

It was therefore decided to interview consumers directly to see which the actual attitude
of a potential client to the topic is.

3.1 Methodology

The interview was conducted through an online questionnaire. The choice to use an
online questionnaire was made mainly to allow interviewees to respond honestly and
without feeling judged.

The questionnaire was distributed to pages dedicated to the fashion industry (seven
Italian pages and six pages in English), through the most popalal setworks, such

as Instagram, Facebook and different Forums.

The questionnaire was distributed via a link based on the Google Forms platform and
has been available for one week during the month of September 2019.

The first part of the questions wamad at identifying the consumer and allow the
interviewees to be classified according to nationality, gender, age and educational
gualifications.

The second part was aimed at framingititerviewees@abits on the issue of shopping,

the purchasing frequey and the preferred used channel have been investigated.

The third and last part was aimed at revealing the preferences that the interviewees have
in the retail context.

Once results were collected, IBM SPSS Statistics software version 25 was ubed for

statistical analysis of the results, while the Microsoft Excel software was used to
implement the graphs.
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A descriptive analysis was first carried out on the univariate data detected through the
guestionnaire: frequency tables were created and, wbesibfe, the centrality and
variability indices were calculated.

Lastly, statistical tests were carried out to veeilghtresearch hypotheses and the
correlation between three different variables.

To conclude the analysis, a cluster analysis was impl@tiechoosing four variables

in such a way to represent four different televantaspect of the survey. For the
clustering Two Stepp technique of SPSS was used, which has allowed us to define the
number of clusteyusing the BlCcriteriaoptimally.
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3.2 Questionnaire results

In this section an overview of the general results of the survey will be presented

The total answers were 200, without incomptates

As a starting point we consider whether the respondents are Italian or foreign and from
this we derive that 78,5% of the sample participated in are Italian, while 21,5 % of the
answers camfom abroad and in particular X8spondentare from Spain and Iftom

France.
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Table8 Nationality, Data from survey
Nationality
M French
M German
M italian
M Other
Spanish
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From here, we proceed with our analysis on gender, in which we find an equilibrium. In

fact, the women respondents were 92 (46%), compared to 54% of male one.

- |
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Table9 Gender, Data from survey
Gender
MFemale
Mvale

As the nexguestion is concerned, Gen Y, thecadled"Millennials”, represents the
majority of respondents for as much as 76%, followed by tH&43%egment which
represents 11,5% and from the under 20 which represents the 5%. Finally, 10% is
represented by the baby boomers (above 54).

This highlights the fet that, even though Baby Boomers are part of the generation that
is less familiar with online channels, they still participate to a mobile format, showing
that they are able to adapt to thiserchangingenvironment.
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200

Count

<20

Table10 Age class, Data from survey

20-34 35-54 Above 54

Age Class

Regarding the levaif education, the majority of respondents belong to the ODegree/
Postgraduate SpecializationO category, namely 64%, followed by 24% of respondents

with high school diploma and 12% with lower secondary school qualification.
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Tablel11 Level of education, Data from survey
150
100
=
3
(=]
(&)
50
0
Lower Secondary School High school diploma Degree / Postgraduate

specialization

Level of education

For question 5: OBefore being told, | was aware of the term OMNICHANNEL and its
meaningO respondents delivered the following opinions, giving positive signals towards

the awareness of the term omnichannel; 3%c6#se OYes, | have Heard of the term
and understand its meaningO.
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Table12 Awareness of the term Omnichannel, Data from survey

In question number 6, the shopping frequency has been investigated and itOs emerged
that the 23% of respondents goes shopping 2/3 times per month, fobgviRadely and

once per month (19%), Once per week (18%), 2/3 times per week (11%), Everyday
(9%) and Never (1%).
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Table13 Frequency shopping, Data from survey

With the aim of defining the preferred retelilannel question 7 was: OWhat retail
channels do you currently shop through? Select one or more of the followingO.
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The answers showed that thieysicalcannel is still the preferred channel, with 147
interviewees (73,5%) that have ticked the box. 1tOs evident how the online and mobile
channel have already a significant market shariganonline cannel and mobile

cannel have been chosen 79 and 73gimspectively. While only 4,5% shops through
the catalogue channel.
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Table14 Physical channel choice, Data from survey
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Table15 Online channel choice, Data from survey
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Table16 Mobile channel choice, Data from survey
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Table17 Catalogue channel choice, Data from survey

In the last section, sonsatisticshave been sought, analyzing somsstiore and online

behavioursBelow answers are reported:
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Table18In-store evaluation, Data from survey
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Table19 Online shopping and delivered products, Data from survey
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Table20 Online and offline shopping, Data from survey

For what regards the physical shop subject, seven statements have been quoted asking
to consumers if they disagree or agree:
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Table21 Touch, feel and try before purchasing
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Table22 Advices from staff, Data from survey
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Table23 Doing research and then online, Data from survey
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Table24 Browse in store and order for delivery, Data from survey
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Table25 Collect products ordered online
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Table26 To not collect products ordered online
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Table27 Don't like shopping online, Data from survey

The possibility to touch, feel and try the products before purchasing them is the main
reason why customers canOt do without the physical store.

The staff support during the purchasing process seems to be something that today is not
fundamental.

Ol prefer brands that have a seamless shopping experience across both online and offline
retail channels (e.g. everything about the brand feels interconnected and obvious)O was
thesecondast question.

The 90% of the respondents gave a minimum of 3 (ptd this question, showing how

they are likely to OliveO an integrated experience between the online and offline

channels.
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Table 28 Preference of seamless shopping experience brands

Thequestionnaire ends with a last question concerning the importance given by
consumers to the presence of technology in store. As the answers show, itOs emerged
that the technology is a key factor of the customer journey.
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Table29 Importance of technology in store, Data from survey
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3.3 Analysis of the results

As anticipated in the previous section, the analysis of the research done below focuses
on eighthypotheses, in order to test the dependence among certain variables.
Subsequently, a correlation between specific indexes was investigated, in order to see if
there is significance between the alternative proposed.

HYPOTESIS 12-3:

CHOICE OF PHYSICAL GIANNEL (Yes / No)

"I IMPORTANCE OF TECHNOLOGY IN STORE

"I IMPORTANCE TO TOUCH, FEEL AND TRY THE PRODUCTS BEFORE
PURCHASING THBEM

"I IMPORTANCE TO BROWSE IN STORE BEFORE ORDER FOR DELIVERY
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Table30 Group statistics

We can note that for the variablds@ortance of technology in the st@rand Idike to
touch, feel and try products before purcha€nifpe meawas higher in the subgroup
GChannel: Physical channel = Yeéscompared taOBannel: Physical channel = Kb

On the contrary, for the variablellke to browse in store and then order for delivery
the average score attributed is lower in the subgr@arinel: Physical channel = Yés
compared to the grougChannel: Physical channel = No

This shows that people who still prefer the physical channel to go shopping prefer an
innovative store with presence of technology and that touching, feeling and krging t
product is very important before purchasing it. Furthermore, the client who goes
physically to the shop does not want to order the product for delivery.
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We now verify using an independent samglest if the differences we have noted in
the subgrou@verages are statistically significant.

The ttest has as null hypothesis the equality of the averages between two subgroups

and as alternative hypothesis their statistically significant difference. We are going to
reject the null hypothesis when thevg@ue is lower than 0.10.
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Table31Independent sample test
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For all three variables considered the difference is statistically significant at the 0.01
level (p <0.01). For theariable Olike to touch, feel and try products before
purchasin@ it was necessary to carry out a robtesttbecause the Levene test for the
equality of variances in the subgroups rejected the null hypothesis at 0.05 level
(p=0.044)

These significant differences could represent critical issues to be monitored: in
particular, the fact that those who prefer the physical channel give great importance to
the presence of istore technology implies that retailers must have developedséat lea
one digital innovation to support the customer experience. Investments in this field will
be essential to increase customer retention amtteasemarket share

This also shows that the physical store is still an impodamirein the purchasing

process, in fact the decision to gersonallyto buy for the desire to touch, try and feel

the product before the final choirsealso statistically significant and itas attitudethat
technologyand online commeragannot replace

To conclude, it has lem shown that those who visit the store tend not to prefer the
delivery of the purchased products. Surely the desire to immediately hgua¢hased
good and to be able to take advantage of it inmediptalys a crucial role

It is therefore good for thvarious retailers to have a good watticked warehouse to
compete with the wide availability of online commerce.
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HYPOTHESIS 45: Omnichannel awareness and online/offline shopping experience
and preference of brands with interaction amoranokls
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Table32 Descriptives

We note first of all how for the variablé [(e to shop online and offline using both
physical and digital retail channefsthe average score attributed is higher in the
subgroup ®es, | heard the term but | didn't understand its me&diwyile the lowest is

in the subgroupNo, | had never heard of the term and not understand its méaning

Instead, for the variabld @refer brands that have a seamless shopping expe&rienc
across both online and offline retail chanr@Ilthe average score attributed is higher in
the subgroup s, | have heard of the term and understand its me@nivigle the
lowest is in the subgrouNo, | had never heard of the term and not understand it

meaning.
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In both hypothesis, results show that people who already knew the word OomnichannelO
are addressed torands which offer a shopping experience across both online and

offline retail channels

Using an ANOVA test, now weQOre going to examinethenehe differences we noted

in the subgroup averages are statistically significant.

The ANOVA test has as null hypothesis the equality of all the averages and as an
alternative hypothesis the statistically significant difference of at least one pair of
averages. We are going to reject the null hypothesis whenvaki@ is lower than the
threshold value of 0.10.
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Table33 Test of homogeneity of variances

The Levene test accepts the null hypothesis of homogeneity of the variances in the
subgroups for both the considered variables, therefore we will be able to carry out a
classic ANOVA test.
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Table34 Anova test

For the only variablelQrefer brands that have a seamless shopping experience across
bothonline and offline retail channelsthe difference between the averages is
statistically significant at the 0.01 level (p <0.01). On the contrary, for the varlable O
like to shop online and offline using both physical and digital retail chaOrile

aveilages do not appear to be significantly different (p> 0.10).

For "l like to shop online and offline using both physical and digital retail chahneds

therefore conclude that the average score awatoesi not depend on the knowledge of

the omnichannatoncept.

For "l prefer brands that have a seamless shopping experience across both online and
offline retail channelswe will go instead to carry out the post hoc test to find out

where the significant differences between averages are.

Post Hoc Tests

5( $9%?(+108&9?2#-%1&'1

cD'US##D'!
;6" 11D'U/0%'($!
\=]!KN-#$'$BBIDU! \f]!KN-#$'$BB!DU! HS$-'! ="+$#3-
Q3A$'0$'+! +4$!1+$#2! +A4$+$#2! Q/UUSH#S'($ @+0n MDNS$#! aAAS$#H!
LS ! ?HT=10KTTZM ! ?HT=10KTTZM ! \=f] ! Z##D4 @/P~ cD&'0! cD&'0'!
=IA#SUSHIL#-'0B! TD7!=14-0I'$3$#! TD7!=14-0!'$3%#! _7EEEY T7E:G 57<<¢ _7>6 7F5%
+4-+14-33!-! 4$-#0'DUI+4$!+$#2! 4$-#0IDU!+4$!+$#2!
B$-2.$BB! -'0I'D+!&'0$#B+-'0!  L&+!=1&'0$#B+-'0!/+
BADAA/'P! [+B12$-'/'P ! 2%-'I'P !
SOASH/$'($! V$B7!=14-3$!4%-#0! _7GF2  7E:B  [F<i|! _57EC <!
-(#DBBILD+4! DWH4$!+$#21-'0!
D'./'$!-'0'DUU./'$! &'0$#B+-'0!/+B!
#$+-/.1(4-"$.B | 2%-/P |
V$B7!=14-3%$!4$-#0! _7E6F T7EGH 57<<¢ _7;6! TFF

DU!+4$!+$#2!L &+!=
0/0'W+!&'0$#B+-'0!
[+BI2$-'P !

69



TD7!=14-0!'$3%#!
43$-#0'DUI+4$!+$#2!
L&+!=1&'0$#B+-"'0l/+
2%-1P |

V$B7!=14-381$-#0!
DU!+4$!+$#2!-'0!
&'0$#B+-'0!/+B!
2%-IP !

V$B7!=14-33!4$-#0!
DU!+4$!+$#2!L &+!=
0/0'W+!&'0$#B+-'0!
[+BI2$-'P !

TD7!=14-0!'$3%#!
43$-#0'DU!+4$$#2!
-'0I'D+!&'0$#B+-"0!
[+BI2$-'P !

V$B7!=14-3$14$-#0!
DU+4$!+$#21-'0!
&0$#B+-'01/+B!
2$-/P |
V$B7!=14-3$14$-#0!
DUI+4$I+$#21L &+!=
0/0'W+1&'0$#B+-'0!
[+BI2$-/'P |
TD7!=14-01'$3$H#!
4$-#0IDUI+4$1+$#2!
~'0I'D+1&'0$#B+-'0!
[+BI2$-/'P |
TD7!=14-01'$3$H#!
4$-#0IDUI+4$1+$#2!
L&+I=1&'0$#B+-'0l/+
2$-IP |
V$B7!=14-3$14$-#0!
DU+ 4$$#21L&+1=!
0/0'W+1&'0$#B+-'0!
[+BI2$-/'P |
TD7!=14-01'$3$H#!
4$-#0IDUI+4$1+$#2!
~'0I'D+1&'0$#B+-'0!
[+BI2$-/'P |
TD7!=14-01'$3$H#!
4$-#01DU!+4$8#2!
L&+I=1&'0$#B+-'0l/+
2$-IP |
V$B7!=14-3$14$-#0!
DU+4$!+$#21-'0!
&0$#B+-'01/+B!
2$-/P |

7EEE

_7FES

7GF2

7FESH

7:6!

TEGF

7<:!

7E.G

75Gt

7E<1

7E:9

75Gt

75;9!

TEGH

7E<1

75;9!

57<<¢

57<<¢

7<64

TE96

57<<¢

57<<¢

TE96

7>

769

7<!

7<<

751

768

7>6

7<<

768

57EC

7>C

7B

7:6!

769

75!

gMNCA$I2$-10/UUSHS ($I/BIB/P/U/(-+-++4$1<A<61.$3$.A

Table35 Multiple statistics
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We note that the only statistically significant differences are among the subgktyps
| had never heard of the term and not understood its meaaimd)"Yes, | have heard of
the term and understand its meaniridifference: 0.649p = 0.033) and betweeiNbd, |
had never heard of the term but | understand its mearming "Yes, | have heard of the
term and understand its meaninglifference: 0.428; p = 0.050).

Post hoc tests have shown how the awareness of the omnichannel télmemial in
choosing a brand that offers a "seamless shopping experience across both online and
offline retail channels".

In particular, the customer who was already aware of the term and its meaning is more
dependent on the choice of a brand that pexs/al hybrid experience between the

physical and online retail channel.

HYPOTHESIS 67-8: Online channel users and advices from store associates,
preference to collect personally online orders and preference to search the product in
store and then ordenline
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Table36 Group statistics
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We can note how for all thresriables the average score attributed is higher in the

subgroup Channel: Online channel (Laptop / PC) = Yesmpared to the group

"Channel: Online channel (Laptop / PC) =No

We now verify using an independent samplest if the differences we k& noted in

the subgroup averages are statistically significant.
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Table37 Independent sample test
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Only for the variablel"like to research and then find the product orilittee difference
is statistically significant at 0.05 §0.05). On the contrary for the variablégik to
get advice from store associates on what products t® laung IQike to collect products
that | have ordered onlir@ the difference between the subgro@isaénel: Online
channel (Laptop / PC) = Yéand " no"is not statistically significant (p> 0.10),
although very little for the first of the two.

For the variableIdike to do research and then find the product oriiewas necessary
to carry out a robusttestbecaus¢he Levene test for equalibf variances in the
subgroups rejected the null hypothesis at level 0.05 (p = 0.012)

The test showed that the digital channel ubakgthe tendency to go to the store to
make a researdbeforefinding the producbnline

In particular, the cooperatidretween the two channels emerges, with the physical
channethat provedo be acomplementargupport for the online channel

The decision to carry out a preliminary research through the physical cieimmighe
with the previous test, where the williness to touch and try the product proved to be
significant and therefore very important in the purchasing process.

For this reasaritOs important that companies are provided of adesloped and
assorted personalmmerce in such a way thtey donot lose the onlineriented
customemwho decides to buy from home using a different channel.

3.3.1 Cluster analysis
For the Cluster Analysis we have chosen 4 variables with the aim to represent four

different considerable aspects in the questionnaire:
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Model Summary

Algorithm TwoStep

Inputs 4

Clusters 4

Cluster Quality

Pool

I I
10 05 0,0

[
05

Silhouette measure of cohesion and separation "
Table38 Cluster model
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Table39 Cluster distribution

With the TwoStep techniquéour clusterdhave been determineithreeof thesewith a

largesample siz¢from a minimum of 53 to a maximum of 66 subjects) an€d(the

number 3) of smaller size (18 subjeetpial to 9% of the sample)
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Cluster Sizes

Cluster

Size of Smallest Cluster 18 (9%)

Size of Largest Cluster 66 (33%)

Ratio of Sizes:
Largest Cluster to 367
Smallest Cluster

All the four variablediave influenced consistently the division in clusters, in fact all of
them have, as the below graph shows, a very high predictor importance.
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Predictor Importance

Importance of
technology in the
store

| preferto shop
predominately online
and wait for my
products to he
delivered

When shopping, | still
value the experience
provided by the
physical retail store

| like to shop online
and offline using hoth
physical and digital
retail channels

00

Least Important Most Important

Table40 Cluster Predictor Importance
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Below we have determined the profiles of the various clusters by associating a label to
each cluster that describes the salient features of the cluster:

technology in the
store

| prefer to shop

predominately onling predominately online predominatel” =~

Ardwait fo " my

‘echnolnny in the

| prefer to shop

and wait for m'y‘

technology in the
store
| prefer to shop

and wait fr
|nn ’IUI ts

Clusters
Input (Predictor) Importance
B1.080880600400,200,0
Cluster 1 2 4 3
[Label Innovative offline Traditionalist offline Online multichannel ~ Neither online nor offling
[Pescription They prefet to shop Physical store is their They very like the They do not care if go
in store but preferred channel innovative services: to shopping online or
innovation is a key and they do not care technology is offline and for them
factor for their about integration of important and online neither the
shopping experience. channels and purchases are the integrated
technology in store. preferred ones. experience is
Moreover channels important.
should be integrated.
|Size
33.0% 31.5% 26.5% 9.0%
(66) (63) (53) (18
inputs Importance of Importance of Importance of Importance of

technology in the
store

| preferto shop
'ina predominately online
and wait for my
produ

tS tobe

When shopplng | still When shopplng | still When shopplng I StlllWth shopplng, | still
value the experience value the experience value the experience

provided by the
physical rets

physic’

provid =~ by the

i| stare

phr

y the

e b-nl etarp

[||||\||_ —

Table41 Cluster division

‘ue the wuzwnwn' a8
rovidec =
x| |~t3|l store
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Table42 Centroids

The first cluster has been identified ambvative Offling as it is composed of subjects
that give very high scores t¥Vhen shopping, I still value experience wattysical

retail store$ and also tomportance of technology in the stbkeghile a very low score
to "l prefer to shop predominately online and wait for my products to be delivered

We have then named the second clustetraditionalist Offliné' becase it is
composed of subjects that give high scoresNbén shopping, | still value the
experience provided by the physical retail stdyet low to 'Importance of technology
in the storé and to ' prefer to shop predominantly online and wait for my jpicid to
be delivere®d.

The third cluster is represented lriline multichannélas it is composed of subjects
that give average high scores to all the observed variables

In the end, we have named the fourth cluatetheither online nor offlinéas itis
composed of subjects that give averagely low scores to all the observed variables.

To conclude the cluster analysis, we have observed thed®atiographic composition
in the four just determined clusters.
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TwoStep Cluster Number * Gender
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Table43 Gender- Cluster

We note that thetfaditionalist Offline' cluster is the only one with a slight prevalence
of females while theNeither online nor offlinecluster has thlighest percentage of

males.
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Table44 Chi-square test for age

The Chi square test, however, accepts the null hypothesis of independent variables (p>
0.10)sobelonging to aluster does not depesdynificantly on the respondent's gender
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TwoStep Cluster Number * Age Class

0-&11%$#! !
% within TwoStep Cluster Number
KP$!1.-BB!
I'E<! E<!l:F! :6! I6F KLD3$!6F  CD+4.

CND@+$A!1.&B+$#!  ="D3-+/3$!DUU.M$ <7< >7F | 97G’! 7< 1 5<7<]
T&2L$#! C#-0/+/D'-./B+!?UU.N$! 5575 ! 957F ! 5976 ! <7<l B<7<
T$/+4$#D'./'$!'D#DUU.M 5575 | 270 5575 ! FE7F ! 5<<7<’!
?'/'$12&.+/(4-"$. ! 57; ! 9;7E | 7F ) IF || 5<<7<]
CD+4. 67<! 9G7<’! 5576 ! 976’ ! b5<<7<’!

Table45 Age class Cluster

In clusters 1, 2 and 4 there is a strong prevalence of respondents of the cle&$''20
In thetraditionalist Offlinecluster there is also a significant presence of-'"3%'.
On the contrary, in cluster 3 the most frequent age range are those ovbicbdhows

that they generally have little interest in shopping.
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Table46 Chi-square test for age class

The Chisquare test confirms that the association between cluster membership and age
group is statistically significant at the 0.01 level (p <0.01). We therefore conclude that

the cluster of membership depends on the age of the respondent

80



TwoStep Qlister Number * Level of education
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Table47 Level of education Cluster

The highespercentages of subjects with a low level of education are in the
"traditionalist Offliné€' and 'Neither online nor offlineéclusters. On the contrary, the
highest percentage of subjects with the highest level of education is inribedtive

off-line" and"online multichannel clusters.
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Table48 Chi square for education

The Chi square test confirms that the association between cluster membership and
education is statistically significant at 0.01 level (p <0.01). We therefore conclude that

the cluster of membership depends on the level of education of the respondent
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We have therefore identified four clusters of interest.

In the first cluster (33% of the sample) there are the subjects that we define as

"innovative Offlineg', these subjects are mostly male, very young and very educated.

In the second cluster (31.5%tbke sample) there are the subjects that we define as
"traditionalist Offline", these subjects are mostly females, rather young and not very

educated.

In the third cluster (9% of the sample) there are the subjects that we defivetasr’
online nor offline", these subjects are mostly male, rather elderly and not very

educated.

In the fourth cluster (26.5% of the sample) there are the subjects that we define as
"Online multichannel', these subjects are mostly male, on average young and quite

educated.
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4. Gucci Company analysis

The choice to analyze a company like Gucci, other than my work experience, is due my
passion for fashion, luxury and web marketing

Gucci indeedfepresents an interesting case which has managed to merge teese th
sectors in an excelleand peculiaway.

In order to have a clear overview of firstly the company itself, but in general of its
innovative approach, this paragraph will initially propose a short and almost listed
overview of Gucci from its dawn to thpgesent, eventually focusing on the latest

innovation in terms of integrated marketing and retail strategies.

Gucci is an Italian fashion house active in the sectors of high fashion and, liixuay
founded in Florence in 1921 by Guccio Gdéci

Initially, the companytarted selling common leather goods, travel and riding items.
Nonetheless hie distribution network expanded quickly, in fact with ever wider
horizons the first store in New York opened in 1953.

In 1982 Gucci beamea joint stock ompany.

In 1987 Investcorp, an investment company based in Bahrain, began to acquire Gucci,
later completing the purchase of all company shares in the early>1990s
Subsequently, in 1999, Gucci formed a strategic alliance with PiRantemps

Redoute PPR), now known as Kerifd

Today, under the guidance of CEO Marco Bizzarri, Gucci represents one of the most
renowned, prestigious and sougtfter brands in the world of luxury goods, in fact in
2006 it became the second most sold fashion house aftisr Voitton and itOs still one

of the most famous international fashion brands.

32 https://www.kering.com/it/maisons/modepelletteria/gucci/storia/
33 http://www.moda.san.beniculturali.ittwordpress/?protagonisti=ggeccio
34 https://firenzeurbanlifestyle.com/guegiirenzela-nascitadi-un-impero/
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G. GUCEI & l‘.'

Direttore Comproprietaria: GUCCI0 GUCCI
(gih implegato dela valigeria Franzi)

FIRENZE
Via dolla Vigna Nuova, 7
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Figure 7 Gucci, Firenze 1921

4.1 Successful digital strategy

Gucci is considered a pioneer of web marketaogsidering thaitOs active in the e
commerce sector since 2002, when it started to offer the possibility to US customers to
buy from itsonlinesite.

The historic Italian companin fact, is remembered as one of the first brands to have

opened its €ommerce site

The new creative direction, in the hands of Alessandro Michele since 2015, has also
worked on restyling the website, modifyiitg design and content to reach the new
digital generationa fundamentaimarket segment fadhe success that followed.

In fact, Gucci boastsf better results than the industry average, with online sales that
have growth rates of 50% from year to year

This strong investment in digitahannelss not only driven by the desire to increase
online sales but also by tlaenbitionto provide an advanced and complete service at
360 degrees, uncommon in the tradition of the luxury fashion world.

The excellent development and use of the websiteial media channels and the
mobile appare allowingthe company to retain customers, increasiotipdirect sales
andthetraffic in thephysical storeCuriosity and the desire to gersonallyto the
physical channelemonstrateBow a luxury brandan be relevant online too.

35 https://lwwwcorriere.it/economia/19_febbraio_12/gucointirecordlo-stilistaromanealessandro
michelemapesal-accusal4-miliardi-evasi014992442eb111e939800-d9788a74058f.shtml
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4.1.1www.gucci.com

The first impression given by the homepage is the elegance and luxurious essence of the
brand that is underlined by the atmosphere anddlwairsof the website.

The new collection appears in movementhi@ central pasfall winter 2019in this

case close to a product of the moméfdcus on sneakers)

Pages scroll automatically, so that customer is allowed to focus on the desired one.

GuUCClI

IBIBRELT X SROLOG]

SPEQIZIONE £ RESIGRATUITI >

GUCCI

1AMBINO GIOIELLI & OROLOG!

ALL WINTER 20

SINEAKERS

SPEDIZIONE E RESI GRATUITI >

Figure 8 Homepage from http://www.gucci.com.it/it/
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The navigation bgiwhatOs new, Woman, Man, Chikelyelleryand Watches, Beauty,
DZcor, Gifts, Storidss the tool to select the maetategory of products and

informatiors. Selecting one of thesthe customer hasccesdo the catalog, whereach

product has a sequence of images with description and reference price.

GUCCI

WHAT'S NEW DONNA UOMO BAMBINO GIOIELLI & OROLOGI BEAUTY DECOR REGALI STORIES

Figure 9 Toolbar from http://www.gucci.com/it/it

As previously statedtarytelling isaway tocommunicat that creates empathy, that
provesexperience and that influences the image, the visibility of a company and the
perception of consumers.

Therefore, knowing how to tedl story can be an effective marketing tool, especitlly
it is astory as important as Gucci's.

This is whyStoriesis the section dedicated to the narration of codes, inspirations,
places, events and people related to the company.

Each of these is represented by an imag#the set othesegoes to make up a mosaic

from whichthe customer caselectthemost intrigung one, joininghe Gucci world.

Figure 10 Stories section from http://www.gucci.com/it/it/
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4.2 Omnichannel expansion

Gucci is a companthat isstrongly tied to tradition ahdespite thigt has implemented
a highly interactive and multimedia digital communication, able to make the user
feeling completely immersed in the business reality and increassmglgtingthe
division between the physical store and the online envieorim

In fact, according to the rankirdgawnby ContactlabandExane Bnp Paribgsvhich

have analyzed the level of digital and cross channel competitiveness of 34 fashion and
luxury brands globally in the sixth edition of the 'Digital Competitive M&(2018),

Gucci is at the head of the ranking of Italian fashion houses in the digital world.

Here a focus on criteria and parameters analyzed for the map constiziotiported

AXES CATEGORIES

1. Ecommerce Strategy

DIGITAL
STBATEGl? ‘REACH 2. Customer Engagement Strategy
ridwide F
i 3.“Made In" on Web
4. Website Experience
DIGITAL 5. Ecommerce Experience

CUSTOMER EXPERIENCE

Parameters

6. Cross-Channel Experience

7. Customer Engagement Experience

36 Available at https://altagamma.it/media/source/Contactlab_Digital%20Competitiké&p20df
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Digital Strategic Reach (WW focus)

The X-axis on the map reports a worldwide focus ondigéal strategic reachof the

companies, while on the-&xis theirdigital customer experiencwith a US focus, is

marked.

Seven categories influence the rankiagpmmerce strategy, customer engagement

strategy, Omade inO on web, website experience, ecommerceneeperasschannel

experience, customer engagement experience.

CRITERIA

JaCodlITIes Wl EcOnATIerCe 12. Online Shopping Appeal and Friendliness

2. Online Product Categories Extension .
13. Online Payment Methods
Web Languages 14. De//very Op tions
4.  Email Reach
5. Social Reach

15. Store Finder

6. “Made in” on Web 16. Cross-Channel Services

7. Display Visualization i .

8.  Product Presentation 17. Email Profmency

9. Product Selection Support 18. Product Page Share on Socials
10. Customer Service

11. Style Advisory 19. Apps

As shown in the graplGuccihas joinedBurberryin the overall digital leadership
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Table49 Digital Competitive Map, Contactlab 2018
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The brand has doubled its revenue over the past fourfyaarbits success is largely
attributed to Gucci's ability to make money from a millennial audience. In 2018, 62% of
saks were attributed to the under 35.

The strategy, led by Alessandro Michele, is articulated on severaPfronts

praised investment in@mmerce

a renewed focus on sustainability

a review of its heritage to adapto the tastes of streetwear culture.

It is evident that today Gucci is seen as an excellent example of reality in the fashion &
luxury system which, althoughhasthe craftsmanship, the quality of manufacturing

and tradition as supporting columitshas succeeded in innovating and assuraing
proactive attitude from theigital marketingpoint of view, bringing consumers closer to
the company vision and using constantly updated and engaging communication tools.
One of these tools, undoubtedly worthy of a thorough analysis, is the GUCCI APP.

37 https://www.repubblica.it/economia/rubriche/fashisn
finance/2018/02/13/news/gucci_spinge_i_conti_di_keti8§732620/
38 https://www.kering.com/it/maisons/modagpelletteria/gucci/alessandroichele/

89



4.2.1GUCCI DIY

If it is true that fashion is the expression of personality, the idea of Alessandro Michele
is in perfect line with this concept.

DIY (Do it yourself) is a new customizable collectidand it involves part of the actual
collection, frombags and small leather goods up to the shoes.

The namealo-it-yourselfis due customers can choose their own distinctive initials: from
letters in leather, caiman, python, to those in felt with crystals, and they can be applied
in large format on the fromr back of the bag and on the side of the shoes.

This service was alreadyailable but the new version allows customeruse it also in
store. Through an AR app, users will be able to focus the camera lens of an iPad or
iPhone on one of the Gucci itefimg customizing it directly from the app in the most
realistic way possible.

Figure 11 DIY Corner, Gucci Via Condotti Roma

DIY project represents the added value that technology can bring to the business; itOs a
perfectexample of how omnichannel can improve the customer journey and satisfy

customersO needdso without losing tradition.

39 https://www.gucci.com/it/it/st/stories/insptionsand-codes/article/agenda_2016_diy_london_rtw
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4.3 GUCCI App

The Gucci App was launched in 2009, in the same year as the website renewal.
Frida Giannini, at the time ichargeof creative director, defined it aghe last virtual
accessory, not the usual fashion afp

The application is the optimized version of the website for smartphones, a tool that is
always available for the customer, with functiovith theaim to be present in the

customer's life; successful goal given the very high number of dovahtoad

Among the many features offered, thaization of AugmentedRealty stands outa
technology that is evolving very rapidly and that will allow companies, which will be
able to exploiits potential, new forms of engagemeftconsumers through new and

revolutionary experiences.

If well used a good AR marketing campaignivesthe potential buyer on his journey

to the final purchase.

If previously trying on the shoes at home before buying them was a dreathismew
technology offers the possibility of realistically trying out some products before buying
them 'physically’.

This rew "virtual" layerhasallowed Gucci to creataninteractionbetweerthe physical
channelandthe mobileone,developing tools thatustomers can uge try and choose
some products.

40 https://st.ilsole24ore.com/art/SoleOnLine4/dossier/Economia%20e% 20Lavoro / 200@/-204:@ /
insights / labektorenotvirtuali.shtml? uuid = 7bc702460ff1-11debb10a6c8fe24412b &
DocRulesView =Free & related

41 https://digiday.com/marketing/guestill -investingmobile-app/
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4.3.1 ACE Try On

Ace Try On is the new kHechtool introduced by Gucci that allows customers to try
shoes Ace sneakéf) remotely, taking advantage thfe augmented realify.

The app allows users to choose whidiemodel to try by orienting the smartphone's
camera towards their feet and also offers tesibility of taking a picture of
themselves wearing their favourite shoes and shéngmon social media or buying

the preferredmodel instantly by the-shop.

GucCcCl

ACE SNEAKER’

GuCClI

Figure 12 ACE Try On, GUCCI App on iOS

The technologysedby Gucci is provided by Wannaby, a Belahased startup, which
had already worked on another app, Wanna Kicks, which attogtemergo
customize and try on shoes from a large catélog

On-device and reaime automatic machine learning algorithmstaeekey factors in
the operation of the apfheyidentify the position of shoes in spacensideringcolour,
texture and lighting variations

42 https://www.gucci.com/it/it/st/capsule/men
ace?sitelink=shoesmale_it_1&gclid=CjwKCAjwwvfrBRBIEiwA2nFiPVbgKXi3mINsMNgiazM5IDZbL
MRH1CRHPfoLTOUWdpGrrWEnuv8OuRoCjwcQAvVD_BwE&@tt=aw.ds

43 https://it.fashionnetwork.com/news/Guagpp-lanciail -serviziodi-realtaaumentataper-provarele-
sneaker,1114101.html#. XXzFNZMzYdU

44 https://wwd.com/fashiomews/fashiorscoops/guceiinveilsin-appartool-1203203731/
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It is a foot tracking technology that adapts to different carsi@oésand follow the steps
as the feet move amdtate.

The already known skill of Alessandro Michele in combining past and present, vintage
and technology is the basis of this new project: an engaging and interactive experience

for customers.

Figure 13 Ace Try On, GUCCI APP

4.3.2 GUCCI Arcade

Having fun is part of the 36@egree journey that Gucci wants for its customers, for this
reason the maison wants aigstomers to play in its app

Alessandro Michele has decided once again to combine past and present, using

technology to tell stories in an innovative way without losing the tradition.

From August 2019Gucci Arcadas available in the app's functions: a new section
dedicated to games inspired by those of arcades of the 70s and 80s, whose protagonists
are the most representative symbols of the Brand with théoaiel the story of the

house and its codes.
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Gucci Bee was the first game to be launchéee bee has long been used on clothes,
shoes, belts and bd§sbutit is now trapped in a maze.

By overcoming three difficulty levels, collecting badges and discovering special
elements to get extra points, the userfcaa the bee and see his score and find out
whereheis in the ranking of the highest scores worldwaae sharingesults and
badges on all social and instant messaging platforms.

GucCcCl

Figure 14 Gucci Bee on Arcade, GUCCI App for iOS

Gucci Ace instead is inspired by the idea@évisiting the past, living in the present
and looking to the futuf®, as a way of exploring the history of the Gucci Ace sneiaiker

retraces three levels wideo game history, from retro to console to mobile devices.

45 https://www.gucci.conitfit/st/storiesfinspirationsindcodes/article/agenda_2016_issue04_gucci_garden_prefall
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LEAVE

Figure 15 Gucci Ace on Arcade, GUCCI App for iOS

Both games are accessible from a rffaqure 19 in the Gucci App, where each stage

of the journeybringsplayers to a different game.

Figure 16 Map from Arcade, GUCCI App for iOS

95



This path tells the company's history through its codes, in the form of badges hidden in

the games and grouped according to the theme

In theresearctf published by the Journal of Marketing Management, it emerged that

the products presented in AR attract more attention than the ones presented with normal
photos. Trying the product with this technology is absolutely simpler, especially

without the need for outside help.

Gucci was able to develop a correct omnichannel strategy that revitalized the brand,
demonstrating proximity to people even in the digital world.

46 O1tOs an illusion, but it looks real!® Consumer affective, cognitive and behavioral responses to
augmented reality applications ; Journal of Marketing Management
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5. Conclusions

In few words and as has been stated in the begintmagyurpose of this thesis was to
generally explore the concept of onrafiannel retailing as well as its implementation in
retail firms, with a specific focus on luxury sector. The reason behind theedafosuch

an argument for the essay development was mainly laid down by the new technological
trends that have emerged and have influenced the world in general, but more

interestingly the sector we have dealt with throughout the pages.

In accordance wiit the justproposed technological evolution we can say that with the
Internet and all the others new technologies advent, consaghaviouthas simply

evolved. This means that with respect to the past, consumers have access to new and
more diversified proesses, methodologies and tools for searching for information and
for purchasing products or services. Moreover, strategies aimed at evaluating problems
that may arise in the phase of ppatchase have also been developed.

The consequence of all of th&s that it was therefore necessary for companies to
develop constantly more and further diversified touch points between them and
customers. The principal aim of these operations was to be more efficient and faster, in
order to attract new individuals grat the same time, maintain the already acquired
customer portfolio.

The following example extremely simplify the entire concept that has been just stated.
If in the past it was possible to reach the consumer through a single channel, identified
with thephysical store, today there is the possibility of choosing between a wider
variety of channels, depending on the predisposition of a subject to technology, his or
her habits as well as his or her time/ place constraints. All of these concepts that have
been here briefly summarized are mainly developed in the first chapter, which through
the analysis of the different channels evolution, characteristics, benefits and costs gives
a snapshot of where we are now passing through what has forced companies to reach

this compromise and implement these changes.

What has mainly emerged from this paper is the importance and necessity for
companies of adapting their strategy to the new integrated experience required by
customers, which translates in the existence of different developed touch points,
whether physical, online or an integration of the two, aimed at reaching the customer at
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his or her convenience and providing them with the most comprehensive and equivalent

experience possible.

What has eventually emerged is that, thanks to the implementation of the omnichannel
strategy, companies will be able to reach the goal set at thenbvepof the thesis: the
efficient and effective integration of the offline and online wardeed the starting

point of the thesis was an almost blind trust in the ability of the omnichannel experience
to positively impact the company operations, boareful statistical analysis developed

in chapter three has eventually supported this initial assumption.

Nonetheless, it has been highlighted that integration will only be possible if some
conditions are complied with in the beginning:

¥ there will be #luent communication between all the sectors of the brand,;

¥ all employees will take a vision directed towards an omnichannel strategy;

¥ funds for technological development will always be invested,;

¥ creative and innovative solutions will also be adoptélde distribution sector.

The last chapter was eventually focused on the development of a case study in support
to the technical and theoretical analysis carried out up until this moment. The company
chosen for this was eventually Gucci, due to mygrakinvolvement in its operations
through my internship. In few wordSucci has developed an omnichannel strategy that
has given a new life to the brarMainly, the strength of the Italian bramehsto be

able to show all its personality even digitaliyfering a pleasant online navigation to

the customerTo use a metaphor, the same air that customers were used to breathe in
store could also be perceived online. This consistency eventually represents a superior
value to customers, that are able to gisveecognize and appreciate a specific journey
with a company regardless of the mean they are using.

The present paper and, specificalhye Gucci casafterall demonstrate how in this
time it is essentidior companies, especially in the retail sedoice it is our main
concernto develomew andefficient marketing strategiesioving to new
technologicatoolsthroughinvesting resources in innovaii
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As evidenced from the results of the reseaaniied out in chapter threesers prefer

brands that are trying to offerseaamlesshopping experierec Moreover,another

important aspect that results from the answers obtained in the survey is the importance
of an updated store.

This because users have not shown themselveg reéehve definitively the store due

to the importance of some actions that are fundamental for the purchasing, such as
trying, feeling and touching the produblonethelesghey have demonstrated the need

to live an unforgettable integrated experiencéne with their wishesThis means that

the only way possible to give a remarkable experience is therefore integration and,
today, the best strategy to bring innovation in the retail industry is through the

omnichannel experience.

In conclusion, omnichianel marketing is a reality with which many organizations will
have to face in the coming years in an aaereasing waydue to the continuous
technological progresand the changes in customer habits.

This evolutionis an opportunity, but also a complexallenge: change is radical and
implies, first of all, the adoption of a mentality (or a real culture) aimed at ensuring a
seamless and coherent experience for the customer, definitely overcoming the barriers
between the physical world and the digitalrigo

If this is true for the retail environment in general, it becomes even more true in the
luxury industry.Gucci hasndeedshown that also in the luxury retail world this

expansion process is possibled profitable mostly without losing prestige, t#@ion

and exclusivity.
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Appendix

Appendix A: the questionnaire

The following survey is also available at the following link:
https://docs.google.com/forms/d/e/1FAIpQLSdI_tjWgaxkxVN8n2Dffy

swb6 LuyFBuGAweyS Hroxéw/viewform

1- Nationality:
Italian
Spanish
French
German
Other

2- Gender
Female

Male

3- Which age group do you belong to?
<20

20-34

3554

Above 54

4- Level ofeducation
Middle school

Lower secondary school
High school diploma

Degree / Postgraduate specialization

10C



5- Before being told, | was aware of the term OMNICHANNEL and its meaning
Yes, | have heard of the term and understand its meaning

Yes, | have heardf the term but | didn't understand its meaning

No, | had never heard of the term but | understand its meaning

No, | had never heard of the term and not understand its meaning

6- How often do you go shopping?
Every day

2/3 times per week

Once per week

2/3 times per month

Once per month

Rarely

Never

7- What retail channels do you currently shop through? Select one or more of the
following:

Physical channel (STORE)

Online channel (Laptop/PC)

Mobile phone (Smartphone/iPad)

Catalogue channel

8- Whenshopping, | still value the experience provided by the physical retail store
9- | prefer to shop predominately online and wait for my products to be delivered

101 like to shop online and offline using both physical and digital retail channels

Strongly disagre® Strongly agree
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11- When shopping, why might you use the retail store? Indicate on a scale of 1
(strongly disagree) to 5 (strongly agree) how much you agree with the following
statements.

| like to touch, feel and try products befqarchasing

| like to get advice from store associates on what products to buy

| like to do research and then find the product online

| like to browse in store and then order for delivery

| like to collect products that | have ordered online

| don'tlike to collect products that | have ordered online

| don't like shopping online

12- What is the percentage of your ONLINE purchases?
10%
20%
30%
40%
50%
60%
70%
80%
90%
100%

13- | prefer brands that have a seamless shopping experience acrosslinetiand

offline retail channels (e.g. everything about the brand feels interconnected and
obvious)

Strongly disagre® Strongly agree
14- To conclude, how important is the technology presence in the store for you? (The
possibility to immediately chedke availability of sizes, of other models. Or the

possibility to order online from the store and to arrange the delivery)

Not importantbvery important
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Summary

The continuous technology evolution in tm@dern era is certainly one of the key
factors that has definitely upset the daily activities. This trend had a major impact in
various industries and segments, somehow undeniably shifting and modifying
companies as well as users to their roots, regarafessmely their core activities or
specific habits. In spite of the different outcomes that the application of technology
could have determined within different businesses, thigopestented transition also

had a major impact in the development andntioglification of the retail sector.

The aim of this thesis is, therefore, to evaluate these shifts and modifications in a
specific segment of the retail industry, which refers to everything that concerns the
luxury retail environment.

According to a generaverview that we can infer simply from our personal daily
experience, technology and its evolution have not only changed consumer habits and
behaviours, determining the birth of a cluster of customers who are increasingly more
experienced with respect tioe basic products information and always updated about
the latest trends, but it has also brought numerous opportunities for brands to satisfy a

more and more segmented market, while better managing new customers..

Working in the luxury retail world forhie past few months, | had the opportunity to
appreciate the ability of an extremely traditional and greatly connected to heritage
sector to understand the importance of innovation in all its forms, especially the ones
represented by the technological erdeanent. Specifically, | mainly experienced the
intelligence of companies operating in this environment to study and exploit new tools
and technologies with the aim of finding a solution to the problem of integrating
distribution channels. In accordanceths, the latter will therefore constitute the main

argument of this entire work.

Accordingly, the scope of this paper is to provide a comprehensive overview of how
marketing channels have evolved throughout time, from the implementation of the
classic bick and mortar single channel shop, up to definition of the omnichannel
strategy. Eventually, a final analysis would be proposed and evaluated considering a top
player operating in the luxury retail industry, with the aim of providing a successful
exampleof how the most innovative and technologically comprehensive retail model
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can be realized and enforced within a company, at which costs and considering which

offsetting benefits.

The first section focuses on the definition of the theoretical concejgtabution

channels and we can briefly define them as the way in which the companies decide to
deliver their good or service to the customers.

The ultimate function of these channels is to create and to convey value, transforming
potential buyers into pfit-generating customers.

This focus is necessary to understand the passage that brought the evolution of
strategies in the world of retail marketing, meaning that it clearly gives a snapshot of the
evolution of retail highlighting its most representafplg/sical translations, the

channels through which products and services are marketed, offered and sold.
Usually retailers can choose between various alternatives of channels, which can
therefore be lpysical, online, mobile, catalog or a combination oséhe

¥ Physical channel: the store is undoubtedly the most effective and direct way to
show closeness to the customer. Today it represents the central element in the
construction of the customer experience, a touchpoint between consumers and
company from whik itOs possible to create value.

¥ Online channel: the online channel is the mean through which customers
can access the shop 24/7, having the possibility to browse across
categories and products as they like, wherever they like. The possibility to
have alwgs available an online platform allows to customers to compare
costs and to get informations at their convenience.

¥ Mobile channel: the mobile channel can be considered as the evolution of the
online one. 1tOs the channel which satisfies customers witle¢leo quickly
and easily access to any shopping platform. The distinction of this channel is led
by the late advent of the technology, which has brought the smartphone to be
considered a separate sale channel. The development of applications and of
mobile versions of the website by retailers is a key point in the creation of this
channel.

¥ Catalogue channel: some retailers still list their goods and services on sale,
with respective description and prices, on printed document known as catalog.

When dealig with this channel methodology, consumers have the advantage to

11C



look through the company catalog without the restriction to have internet access

or a computer.

The technological progress and the consequent change of the clientele have led a
channel evolubn which can be simply identified as theogressive transition from a

singlechannel strategy to the omnichannel one.

¥ Single channel: The single channel strategy can be simply defined as the
traditional way of selling.
1tOs a channel based ore&olusive usage of one or more stores with the
possibility to choose if working offline (physical channel) or online (virtual
store).

¥ Multi-channel: interaction with customers through a plurality of touch points is
the core of the mukthannel strategy.
With the undertaking of a multhannel strategy, the consumer now has the
possibility to choose the channel that is most suitable to his or her lifestyle as
well as to his or her habits.

¥ Cross-channel: In the crosshannel strategy the client does notat®a unique
channel to make the purchase but rather can use several channels for the same
order. This means that he can initially approach the purchase toward a specific
channel and finishing up the other on a different platform/location, on the basis
of his preferences and/or habits.
[OClick & CollectO is a practical example of this model]

¥ Omni-channel: It can be seen as an evolution of crasannel strategy, where
digital and nordigital retailing combine in order to create a unique customer
experience.
When a company operates through this strategy, customers have the possibility
to use different channels at the same time for their purchase. This means that
they both can scroll items on their mobile phone while at the same time they are
in a physical stee, having therefore access to real time informations about

products wherever and whenever they want and need.
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Omnichannel is :iew way of approaching to marketing and it requires an extremely
high capacity to adapt to change.
Technological developmesitpurchasing behaviours changes and customer centricity

are the drivers of this innovation in the retailing sector and companies have to
understand which best technique is to adopt in order to create an extraordinary and
unforgettable customer journey, defining which is the most fitted strategy for their

secta, focusing on their goals and the best approach to achieve them.

The omnichannel evolution has changed the role of the physical store, defining it as the
heart where integrating online and offline interactions occur and evolve.

Therefore, the physical toh point, despite believed and perceived to be completely
gone, is becoming the perfect space to meet and target new needs, allowing customers
to complete the purchase process in an authentic, personalized and memorable way.

An Epsonresearch has highligid the following benefits with respect to the

technological implementation and exploitation:

¥ improvement of customer service, which increased by 57% with respect to the overall
sample);

¥ general speeding up the payment procedure by53%;

¥ lower waitingn line, which decreased by 53%;

¥ greater convenience and better shopping experience, which impacted by 33%.

Below, some examples of the most frequently implemented technologies are listed:

Interactive Touch Screen Kiosks.
Free Wi-fi connection.
Beacon Technology.

Smart mirrors and Virtual dressing rooms.

Tablet devices in store.

As previously stated, all these innovations have brought a store update and,
consequently, the store associates play a key role during the purchasing experience:
their supports fundamental for the data collection, for communicating informations
and for assisting and steering the customer towards purchasing choices.
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In order for information and experiences to be coherent and consistent among the
different channels and communriicen means, the staff must have updated its
knowledge and skills, therefore becoming an important touch point to connect other

channels.

The technological development has also influenced the change in customertadnts:
customers are increasingly derdang, thanks to the possibility to stay constantly
connected to the global marketplace where they can compare prices and browse across
the wide production selection available.

Today, in accordance with the latest and most innovative trends, the firmsheunld
strategies around the customersO needs, with the aim of building a unique and durable
relationship with them.

In fact, the main objective of the omehannel strategy is to create and to deliver value

to the customers rather than only selling thedpcts, as, on the other hand, occurs in

the producicentric approach.

ProductCentric CustomerCentric
Approach Approach

Basic philosophy Sell products; we'll sell to| Serve customers; all
whoever will buy. decisions start with the

customer and opportunitie
for advantage

Business orientation Transactiororiented Relationshiporiented
Product positioning Highlight product features Highlight product's
and advantages benefits in termgf

meeting individual
customer needs

Organizational structure | Product profit centers, Customer segment centel
product managers, produ( customer relationship
sales team managers, customer

segment sales team

Organizational focus Internally focused, new | Externally focused,
product development, ney customer relationship
account development, development, profitability
market share growth; through customer loyalty;

customer relations are employeesre customer
issues for the marketing | advocates
department

Performance metrics Number of new products, Share of wallet of
profitability per product, | customers, customer
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Management criteria
Selling approac

Customer knowledge

market share by satisfaction, customer

product/subbrands lifetime value, customer
equity
Portfolio of products Portfolio of customers

How many customers car, How many products can
we sell this product to? | we sell this customer?

Customer data are a Customer knowledge is
control mechanism valuable asset

Omnichannetustomers have a very different behaviours from traditional retalil

customers. They are better informed, they can use technology and demand more and

more from retailers, both from an information point of view and from a service

perspective. When they findratailer, which offers the experience they want, these

customers become very loyal and profitable, with the expectation that this service will

continue over time. Therefore, the retailer should be very prepared to serve this kind of

customers, making usd# technology and good products knowledge their strengths.

Focusing eventually on luxury brands, a lot of them are struggling with the adoption of

these new strategies due to different cultural and structural issues, but those who have

been able to cargut and eventually implement technologically and not technologically

innovative ideas were eventually able to define a significant connection with customers,

building in such a way a loyal clientele.
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In order to test the relationship and confidetia@ consumers have with the concept of
omnichannel, a on field research has been pursued to investigate if consumers are
confident with online purchases, their propensity to the use of technology and their
connection with the physical shop.

The aim of theesearch is to give a contribution to the literature regarding the approach
and behaviours that consumers have during their purchasing process.

It was therefore decided to interview consumers directly to see which the actual attitude
of a potential cliento the topic is.

The interview was conducted through an online questionnaire. The choice to use an
online questionnaire was made mainly to allow interviewees to respond honestly and
without feeling judged.

The questionnaire was distributed to pages destic® the fashion industry, through

the most popular social networks, such as Instagram, Facebook and different Forums.
The questionnaire was distributed via a link based on the Google Forms platform and
has been available for one week during the mon8eptember 2019.

The first part of the questions was aimed at identifying the consumer and allow the
interviewees to be classified according to nationality, gender, age and educational
gualifications.

The second part was aimed at framing the interviewessit3 on the issue of shopping,
the purchasing frequency and the preferred used channel have been investigated.
The third and last part was aimed at revealing the preferences that the interviewees have
in the retail context.

Once results were collectedBM SPSS Statistics software version 25 was used for the
statistical analysis of the results, while the Microsoft Excel software was used to
implement the graphs.

A descriptive analysis was first carried out on the univariate data detected through the
guesionnaire: frequency tables were created and, where possible, the centrality and
variability indices were calculated.

Lastly, statistical tests were carried out to verify eight research hypotheses and the
correlation between three different variables.
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To canclude the analysis, a cluster analysis was implemented, choosing four variables
in such a way to represent four different but relevant aspect of the survey. For the
clustering Two Stepp technique of SPSS was used, which has allowed us to define the

numberof clusters using the BIC criteria optimally.

200 total answers have been collected, with 78,5% of the sample from Italy and 21,5%
from abroad and in particular 18 respondents are from Spain and 11 from France.
The women respondents were 92 (46%), contper&4% of male one, among which
there are 76% millennials, 11,5% people from 35 to 54, 5% under 20 and 10% people

above 54.
The following hypothesis have been tested:

¥ CHOICE OF PHYSICAL CHANNEL (Yes / No)
- IMPORTANCE OF TECHNOLOGY IN STORE
- IMPORTANCETO TOUCH, FEEL AND TRY THE PRODUCTS BEFORE
PURCHASING THEM
- IMPORTANCE TO BROWSE IN STORE BEFORE ORDER FOR DELIVERY.

1tOs emerged that those who prefer the physical channel give great importance to
the presence of iatore technology and it implies thatailers must have

developed at least one digital innovation to support the customer experience.
Investments in this field will be essential to increase customer retention and to
increase market share. This also shows that the physical store is still an
important centre in the purchasing process, in fact the decision to go personally
to buy for the desire to touch, try and feel the product before the final choice is
also statistically significant and it is an attitude that technology and online
commerce camot replace. To conclude, it has been shown that those who visit
the store tend not to prefer the delivery of the purchased products. Surely the
desire to immediately have the purchased good and to be able to take advantage
of it immediately plays a crudiaole. It is therefore good for the various retailers

to have a good welBtocked warehouse to compete with the wide availability of

online commerce.



¥

Omnichannel awareness and online/offline shopping experience and preference

of brands with interactioamong channels.

The awareness of the omnichannel term is influential in choosing a brand that
offers a "seamless shopping experience across both online and offline retail
channels". In particular, the customer who was already aware of the term and its
meaning is more dependent on the choice of a brand that provides a hybrid
experience between the physical and online retail channel.

Online channel users and advices from store associates, preference to collect
personally online orders and preference toctetive product in store and then

order online.

Digital channel users have the tendency to go to the store to make a research
before finding the product online.

In particular, the cooperation between the two channels emerges, with the
physical channel thatroves to be a complementary support for the online
channel. For this reason, itOs important that companies are provided of a well
developed and assorted personabmmerce in such a way that they do not lose
the onlineoriented customer who decides toydfrom home using a different

channel.

To conclude the research a cluster analysis has been carried out and four clusters of

interest have been identified:

Innovative offline
Traditionalist offline
Neither online nor offline

Online multichannel
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Thelast section of the document is eventually constructed following a case study
approach, with the aim of supporting the theoretical and statistical analysis.

| indeed had the chance to work for Gucci for the past few months and, during this
period, | also hd the possibility to personally experience how the company was able to
successfully implement an omnichannel strategy.

For this reason, the aim of the final chapter will therefore be to show the ability of the
enterprise in dealing with such innovationcardingly presenting the main initiatives

that the Italian maison has developed to cope with the digital era and its consequences.

Specifically, after a general overview and the digital strategy implementation will be
presented, focusing mainly on theasneompanyOs website and on critically evaluating it

with respect to a consumer perspective.

Gucci is considered a pioneer of web marketing, considering that itOs active in the e
commerce sector since 2002, when it started to offer the possibility todtt#nars to

buy from its online site.

The historic Italian company, in fact, is remembered as one of the first brands to have
opened its €ommerce site.

This, which sounds extremely complex, in reality simply translates in providing some
evidence of the iplementation of the omnichannel strategy with respect to a top player
operating in our makmterest industry. Here is also where my personal experiences

come into play.

Gucci is a company that is strongly tied to tradition and despite this, it has iempézn

a highly interactive and multimedia digital communication, able to make the user
feeling completely immersed in the business reality and increasingly shading the
division between the physical store and the online environment, heading the ranking of
Italian fashion houses in the digital world.

One of the greatest strengths is the GUCCI App, a tool that is always available for the
customer, with functions with the aim to be present in the customer's life; successful
goal given the very high number ofwloloads.

Among the many features offered, the utilization of Augmented Reality stands out: a
technology that is evolving very rapidly and that will allow companies, which will be



able to exploit its potential, new forms of engagement of consumers threwgmna

revolutionary experiences.

GUCCI DIY, ACE Try On, Gucci Arcade are examples of success and they
demonstrate how in this time it is essential for companies, especially in the retail sector
since it is our main concern, to develop new and efficiemketiag strategies, moving

to new technological tools through investing resources in innovation.

What eventually emerged from the entire analysis is, in few words, that the
omnichannel marketing is a reality with which many organizations will have tarface
the coming years in an evicreasing way, due to the continuous technological
progress and the changes in customer habits.

This evolution is an opportunity, but also a complex challenge: change is radical and
implies, first of all, the adoption ofraentality (or a real culture) aimed at ensuring a
seamless and coherent experience for the customer, definitely overcoming the barriers

between the physical world and the digital world.

If this is true for the retail environment in general, it becomes mg@e true in the
luxury industry. Gucci has indeed shown that also in the luxury retail world this
expansion process is possible and profitable, mostly without losing prestige, tradition

and exclusivity
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