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Connected products, 
enabled by IoT, have the 
power to fundamentally 
transform the relationship 
consumers have with the 
product and the brand, 
and become the key to 
restore brand loyalty  
and regain trust.
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Used well, connected 
products can boost 
consumer engagement 
and deliver substantial 
value for both consumers 
and businesses.
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Connected 
products

Technology is redefining the potential  
of everyday products. There are cars that 
alert a tow service when something is 
wrong, fridges that tell you when your milk 
expires, hair brushes that provide feedback 
on your brushing style and food products 
that suggest recipes and other related 
products when scanned in your supermarket. 
The ‘Internet of Things’ (IoT) can make 
everyday life better and easier by connecting 
everyday products with people. Used well, 
connected products can boost consumer 
engagement and deliver substantial value 
for both consumers and businesses.

This opportunity has never been more 
significant, as more and more companies 
find themselves in desperate need to (re-) 
engage with consumers and stay relevant. 
In an increasingly competitive market with 
brand loyalty at its lowest point, businesses 
are looking for creative ways to restore the 
lost connection with their consumer and 
influence buying decisions at the point  
of purchase. 

Restoring brand value  
and reimagining consumer 
relationships

Connected products | Connected products
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The challenge is 
clear; businesses 
need to consider the 
value they bring to 
consumers and how 
they can reconnect 
in moments that 
matter. 

Connected products | The fight for consumer attention and brand loyalty

The fight for 
consumer attention 
and brand loyalty
The trend of diminishing loyalty has 
gathered pace. Deloitte’s shopper study 
found nearly three in four consumer goods 
companies showed an overall decline in the 
‘must have’ status of their brands (‘must 
haves’ are defined by whether or not 
consumers will buy a product irrespective 
of price1). In addition, spates of product 
recalls, concerns over ethical manufacturing, 
shifting attitudes toward multinationals 
and campaigns by consumer advocate 
groups means consumer trust in brands 
has rapidly eroded.

On top of a decline in brand loyalty, 
organisations are faced with a fundamental 
shift in buying preferences. Deloitte’s study 
also found more than 50 per cent of 
consumers now factor health and wellness, 
safety, social impact and transparency into 
their purchasing decisions. This behaviour 
isn’t limited to the ‘food conscious’ consumer 
or millennials, it cuts across all demographics. 
Product purchases are also rapidly 
polarising - consumers are buying low cost 
private labels for basics and staples, and 
are increasingly buying niche and ‘craft’ for 
products that matter to them. 

Do consumer products companies find 
themselves stuck in the middle? And have 
they lost the intimate relationship they 
once had with the consumer?

The challenge is clear; businesses need to 
consider the value they bring to consumers 
and how they can reconnect in moments 
that matter. How they can influence 
consumers from the point of purchase 
through to the point of consumption to 
gain consumer attention and increase 
brand loyalty.



7



8

In order to transform their relationship  
with consumers, consumer product 
businesses increasingly recognise the need 
to create value for their customers beyond 
the standard product. The Joseph Pine 
framework on economic value (see figure 12) 
explains it in a simple way. Companies that 
seek to differentiate themselves, tap into 
consumer needs and through that realise 
premium pricing, will need to create 
meaningful services and authentic 
experiences. 

Technology and the exponential rate of 
mobile adoption have led us to enter the 
era of digital services and experiences. 
Connected products powered by IoT will be 
important vehicles to create and deliver 
these experiences.

Fundamentally, IoT enables the collection  
of data from “things” to provide information 
in real time that can be meaningful to 
consumers. There are broadly three types 
of digital services and experiences that can 
be offered to consumer through IoT 
enabled connected products:

1. Convenience – notifications  
and alerts.  
Connected products can offer efficiency 
and convenience for consumers by 
simplifying routine tasks within the 
patterns of daily life. Sensors and 
intelligent software will allow products  
to get to know consumer preferences, 
anticipate needs and respond dynamically 
to behaviour. Simple examples of these 
services include communicating expiry 
dates or notifications when the product  
is running low. 

 These could be basic notifications to  
your phone when your product reaches 
a certain minimum content limit or more 
sophisticated notifications triggered 
when you are near the product in a 
supermarket aisle that suggest a 
repurchase based on historical demand/
usage. There are also products that 
experiment with using external data such 
as the weather or real-time measurement 
of humidity to prompt users to reapply 
moisturisers or creams.  

Connected products | The era of smart, connected products and digital services

The era of smart, 
connected products 
and digital services
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Figure 1: The Joseph Pine framework on economic value2 

HBR: “Welcome to the experience economy” ( Joseph Pine & James Gilmore)
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2. Brand and product information 
– transparency and traceability. 

 Today’s consumers want access to 
relevant information in a clear, 
comprehensive, and understandable  
way to make informed choices. The 
traceability and transparency generated 
through IoT technologies combined  
with connected packaging provides 
brands with the opportunity to meet  
this demand by delivering a wealth of 
multimedia content to consumers in  
a quick and easy way. 

 Connected products can give consumers 
access to additional information about 
the product or brand, the product’s 
provenance, carbon footprint or to check 
a product meets the ethical standards 
they demand. The ability to provide 
transparency across the value chain is 
becoming critical to build or regain trust. 
Clothing maker, IceBreaker3, has embraced 
this opportunity by providing a “baacode” 
with each product, which allows 
customers to trace the merino wool in 
the garment all the way back to the 
source - the sheep farm where the wool 
was produced 

3. Real time insights – personal advice.  
Infusing products with smart capabilities 
can enable companies to adapt to the 
growing consumer trend toward 
purchasing personalised services and 
experiences rather than products.  
One of the most impactful ways for a 
manufacturer to shape the consumer 
experience is by providing relevant 
advice that enlightens and educates 
consumers, and enables new ways for 
them to interact with the brand. 

 
We are already seeing organisations 
utilise connectivity, fuelled by IoT 
technology, to communicate advice  
and real-time feedback within products.  
For example the sports technology 
company Zepp4 has launched tracking 
sensors you can put on golf clubs, 
baseball and softball bats, and tennis 
rackets to measure your swing and show 
you what you’re doing right or wrong. 

 The company has also added a bunch of 
pro sports athletes to its library of the 
best way to swing or play, so you can 
compare your technique side-by-side  
to that of pros. This provision of 
one-on-one, real time information 
enables brands to create a personalised 
experience for the consumer, strengthening 
engagement with the organisation.

The ability to provide transparency 
across the value chain is becoming 
critical to build or regain trust.

Connected products | The era of smart, connected products and digital services
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The innovations that 
will drive IoT technology 
forward and begin to 
weave it into our everyday 
lives are those that evoke 
the “care factor” by 
demonstrating real value 
to the consumer.

IoT in products –  
do we really care?
Technology research firm, Gartner5, 
predicts the number of connected 
products in existence (excluding 
smartphones and computers) will increase 
from five billion today to 21 billion by 2020. 
The prediction of such a sharp increase in 
just three years illustrates clearly the 
proliferation of IoT will be rapid.

IoT has certainly seen uptake in the 
business world – think smart supply chains 
– but for consumer products the hype 
hasn’t quite translated into reality just yet.

To the disappointment of many household 
electronic companies, consumers haven’t 
embraced the multitude of connected home 
devices available on the market – with just 3 
per cent ownership of smart devices across 
Australia and no growth in the connected 
home device market this past year6. 

Given many of the connected devices have 
been on the market for years (the first 
connected fridge went on sale 15 years ago) 
the question we should ask is ‘are Australian 
consumers oblivious to IoT devices, or are 
they simply indifferent to them?’ 

One simple explanation for the low uptake  
is despite consumers understanding the 
potential benefits of connected devices, 
they do not care enough about them.  
Being able to use your smartphone to turn 
your house lights on or off, or check the 
temperature of you fridge could be useful, 
but not compelling enough for more than 
97 per cent of Australian mobile consumers 
who have not yet purchased a connected 
home device. 

The innovations that will drive IoT 
technology forward and begin to weave  
it into our everyday lives are those that 
evoke the “care factor” by demonstrating 
real value to the consumer. The challenge  
is clear – how can brands capitalise on the 
opportunities promised by IoT in a way  
that matters to consumers? 
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Finding the 
“care factor”
Shifting consumer preferences towards 
wellness and sustainability represent an 
opportunity, even an imperative, for 
manufacturers and retailers to reset and 
reposition themselves to create an IoT 
offering that consumers really care about. 
Priorities such as health, wellness, safety 
and social impact have always been 
present in the minds of consumers, 
however these factors are evolving in 
meaning and becoming increasingly 
important drivers of behaviour. The 
number of consumers who consider  
these priorities as a significant part of the 
purchase decision has grown substantially 
– this no longer reflects a “niche” portion  
of the market and extends far beyond 
traditional typecasts of millennials and 
higher earning consumers. It is important  
to note too, Australian consumers’ focus on 
health and wellness outstrips that of most 
of our global peers – the opportunity here  
is even more pronounced7.

Consumers who place more value on 
wellness and sustainability in their purchase 
decisions appear more likely to use social 
media, mobile applications, and digital 
sources to acquire information about 
products or brands on the path to purchase. 
As a result they will be more willing to 
embrace IoT technologies to give them more 
visibility into how a product aligns to their 
values, as well as to develop more specific, 
nuanced preferences around them. 

Imagine the potential if we extend the 
concept of connected product to wellness 
and sustainability to evoke the “care factor” 
in consumers.

Health and wellness – Global adoption  
of fitness bands demonstrates the success 
brands can achieve when embracing IoT 
technologies in line with consumer values 
of health and wellness. Australians lead the 
world in terms of fitness band adoption, 
with 18 per cent of us sporting our chosen 
tracker. This is double the global average of 
9 per cent, highlighting just how much of an 
outlier we are with respect to our love of 
fitness. Even more surprising is 11 per cent 
of us intend to purchase a fitness band in the 
coming year, again the global leader when 
compared with those countries surveyed8. 

Companies are continuing to embrace this 
trend with brands launching a multitude  
of connected fitness devices. This includes 
Bosch9 introducing the smallest high 
performance barometric pressure sensor 
to substantially improve calorie expenditure 
measurement accuracy in wearables and 
mobile devices. And Sensoria10 announcing 
its new smart socks to detect crucial 
running metrics, including cadence, foot 
landing and impact forces, allowing users  
to exercise without their smartphone. 

Connected products | Finding the “care factor”
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Health and wellbeing innovations are on 
the agenda too with Terraillon11 creating a 
kitchen scale, the NutriTab Scale11, which 
visually scans food to provide nutritional 
information. The scale weighs produce and 
a discrete embedded camera scans food, 
sending data to an app that shows 
nutritional information such as calories  
and water content. 

We also see brands focusing on the 
development of connected products  
to tackle everyday health and beauty 
concerns. This includes L’Oréal12 launching 
a smart hairbrush, the Kérastase Hair 
Coach, which has sensors will measure the 
quality of a user’s hair as well as the effects 
of different hair care routines. The smart 
brush helps users avoid split ends, 
targeting hair breakage as a top beauty 
concern. HiMirror13 also recently debuted 
its latest smart beauty mirror which 
provides an analysis of a user’s skin 
condition including wrinkles, fine lines, 
complexion, dark circles, spots and pores, 
and recommends customised skincare 
routines to help the individual achieve his 
or her skin goals. The mirror offers health 
and beauty conscious individuals an easy 
and effective way to monitor, manage  
and enhance their skin care routine to 
proactively ward off visible signs of aging. 

Social impact and safety – Many 
consumers have become increasingly 
interested in companies that operate in a 
“responsible” way. But what exactly does 
that mean? We have found consumers who 
choose a retailer based on “reputation and/
or values” consider several attributes, 
including commitment to safety, fair 
treatment of workers, local sourcing of 
products, overall mission and values, 
environmental responsibility, and role in 
the community14. As a result, supply chain 
transparency, provenance and product 
authenticity are becoming increasingly 
important at the point of purchase.

Organisations are beginning to utilise IoT 
technologies to respond to these shifting 
consumer preferences - Asda15, the UK arm 
of Wal-Mart, runs live feeds on its website 
from webcams positioned at a few of its 
food and apparel suppliers. Swiss textile 
company Switcher16 labels each of its 
products with a code to enable consumers 
to retrieve information about the firms  
and factories along the supply chain and 
fine wines from the Blankiet Estate17 in 
California’s Napa Valley carry a code that, 
when entered by consumers can  
ensure authenticity.

One of the biggest benefits of transparency 
is it can play a major role in creating or 
restoring a sense of trust among 
consumers. This is especially important in 
today’s environment, where consumers are 
significantly concerned organisations would 
put profit over transparency and are 
distrustful of large companies. This is 
especially the case in China, where the 
demand for clean and safe products and 
produce is driving a need for producers to 
increase visibility and traceability. Australian 
meat specialists, Sanger18, has responded to 
this demand by pioneering a smart barcode 
on its beef products in China, which enables 
hourly tracking by batch. The barcode is 
used across the entire value chain up until 
products are packed, so consumers can be 
assured the product is safe and authentic.  
It also allows Sanger to easily identify and 
discard any counterfeit imitations that may 
crop up overseas.
 

Connected products | Finding the “care factor”

One of the biggest benefits 
of transparency is it can  
play a major role in creating 
or restoring a sense of trust 
among consumers
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Where is the win-win?
Fundamentally, IoT enables the collection  
of data across the product lifecycle and 
enables companies to stay more 
connected, leading to two-way and 
real-time communication with consumers. 
Importantly, this brings an opportunity to 
translate data to create value for both 
consumers and businesses – the win-win. 
Connected products enabled by IoT have 
the potential to profoundly change the 
relationship between consumers, the 
product and the brand. For brands there 
are five key areas of value to be gained 
from successful connected offerings:

1.	Influencing	at	the	point	of	purchase 
– IoT technologies enable companies to 
strengthen engagement and retention 
across the shopper journey. For consumer 
products companies, the potential to 
influence shoppers “in the moment” 
through the provision of information, 
services and experiences in line with 
their brand values will be critical in the 
fight for attention  

2. Precision marketing – Trade spend  
is substantial for branded goods 
companies. Increasing the ROI and  
even reduce marketing spend based on 
“intelligence at the moment” is therefore  
a significant advantage. The IoT enabled 
connected products will allow companies 
to tailor the interactions offered to 
different audiences, and providing 
rewards and offers on an individual  
basis in the moment (e.g. receiving offers 
whilst walking near the product in the 
supermarket aisle). By leveraging real-time 
data, brands will be able to drive precision 
marketing designed for their individual 
consumers and informed by their behaviour 

3. Targeted innovation – The advent of IoT 
within everyday products will allow for an 
unprecedented wealth of granular usage 
data to be collected. Brands will  
be able to collect information about how 
consumers are using their products, 
expanding the traditional view of consumer 
from the point of purchase all the way 
through to the point of consumption.  

INFLUENCE  
AT POINT OF  
PURCHASE / 

CONSUMPTION

UNLOCKING THE 
FULL E2E VALUE

PRECISION 
MARKETING

TARGETTED 
INNOVATION

RE-CONNECTING  
ON VALUES

The benefits for companies

That data can then be transformed into 
insights, delivered when and where it’s 
needed to drive innovation, inform better 
strategic and operational decisions and in 
many cases, to gain competitive advantage 
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4. Reconnecting on shared values 
– There is a significant opportunity  
for brands to reposition and align with 
shifting consumer values of wellness  
and sustainability in an authentic 
manner. For example the ability to 
quickly and effectively share brand 
narratives about social impact and 
human sustainability with consumers 
through connected packaging can enable 
a business to change its brand perception 
and reconnect on shared values. 

5. Unlocking the end-to-end value 
chain – This is the Holy Grail when all 
parties along the value chain share data 
and connect. IoT devices and sensors 
create a digital identity enabling  
physical products to be identified, 
communicated with and tracked  
- giving insights into parts of their 
physical operations that haven’t been 
measurable in the past. Transparency  
of the full end-to-end value chain is an 
area which is currently in the early 
stages of development, and has yet to 
be commercialised. However, the core 
technology is there – indeed Deloitte 
has developed a “Foodchain” prototype 
which is capable of tracking all 
ingredients in a particular product along 
the length of the supply chain. Such 
technology could allow a consumer to 
pick up a product, access the digital 
information and see where each 
ingredient in that product came from 
and how it was handled. This would 
provide unparalleled “farm to fork” 
visibility that benefits all players in the 
value chain and will give consumers 
significant peace of mind.

Connected products | Where is the win-win?

There is a significant 
opportunity for brands 
to reposition and align 
with shifting consumer 
values of wellness and 
sustainability in an 
authentic manner. 



17

Connected products | So what do we suggest consumer companies do? 

If IoT is going to grow as 
fast as is projected, the 
industry will need to act 
now to develop a value 
proposition in line with the 
following considerations

So what do we suggest 
consumer companies do? 
As IoT develops, brands should be looking 
to employ connected devices to develop 
service driven relationships with 
consumers, deliver personalised 
engagement and conversation and provide 
clear and comprehensive information on 
products. The benefits for brands are 
profound - transparency allows businesses 
to restore trust, meaningful engagement 
helps build loyalty and information about 
product usage and needs of the consumer 
will enable precision marketing and inform 
product innovations and improvements. 

The development of connected products is 
slowly starting to emerge on the agenda of 
consumer product executives and is likely 
to rapidly gather pace as technology and 
consumer expectations evolve. The 
opportunity is now and Australia is ideally 
placed to capitalise on it - we have some of 
the highest smartphone penetration in the 
world, enabling people to interact with 
digital products and services with ease. In 
addition, the availability and falling costs of 
technology mean a connected ecosystem 
is emerging with which we can encounter 
these experiences. If IoT is going to grow as 
fast as is projected, the industry will need 
to act now to develop a value proposition  
in line with the following considerations:

Human-centric design – Interaction must 
be quick and easy. If the effort of interaction 
begins to outweigh the perceived benefit, 
this will serve as a strong barrier to 
engagement. The process must be as 
intuitive as possible – for instance, near 
field communication (NFC) is easy and 
frictionless, as consumers are only 
required to hold their mobile phones near 
to a product’s packaging to be presented 
with all of the information and services 
available for that product, compared to 
quick response (QR) codes which require 
more user input and initiation. In addition 
to making the interaction easy the service 
need to be valued and focus on the 
moments and attributes that matter to 
consumers (the care factor). Consumer 
research and co-design of the product and 
service proposition is therefore essential.

Authenticity is key – The challenge  
for businesses is to find the right value 
proposition for the brand and make sure 
the IoT enabled connected product can 
enhance the offering and add value. 
Companies will need to consider how the 
brand’s values, mission, vision, and 
character inform the consumer experience. 
Propositions should be authentic and tie 
directly back to brand values, and faithfully 
express brand personality. Building trust  
is crucial to a brand, therefore IoT 
interactions should be authentic and 
consistently demonstrate to a customer 
what a brand considers to be important 
and worthwhile. Without consistent 
interactions, customers won’t know what  
to expect and will question authenticity. 
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Data privacy and cyber security –  
As networks of connected devices are 
integrated and additional data becomes 
more accessible, new security and privacy 
concerns will arise. Consumers are 
increasingly data savvy and understand IoT 
devices can transfer data to places they 
may not know about. Consumers care 
when misuse of information directly affects 
them – resulting in lost trust and potentially 
negative press. Consumer expectations will 
need to be considered and, where 
appropriate, organisations should notify 
them upfront about when and where their 
data will be used if they are to build and 
maintain trust from the first interaction. 
Another critical point to consider is cyber 
security. Interconnected devices are 
vulnerable to attack because they lack 
fundamental security safeguards, and 
breaches could pose risks to individuals 
and companies alike. However, the benefits 
of embracing the growth of IoT outweigh 
the risks as long as a company treads 
carefully and methodically. Organisations 
will have to determine what information is 
appropriate for IoT, and how they can ensure 
solutions are secure, vigilant, and resilient.
 

Keep experimenting – Finding the right 
IoT value proposition for your business can 
take some testing, trial and error. There are 
a seemingly infinite number of use cases - 
at the Consumer Electronics Show (CES) in 
January this year, an endless stream of 
‘”smart” and “connected” devices were 
showcased from fridges to hairbrushes to 
lightbulbs. You can almost be certain if you 
can make a product, you can make it to 
include IoT. Start small and try. Don’t get 
discouraged too quickly as once the 
connected product and its value proposition 
is right, the pay-off for companies and 
customers will be significant.

The technology is here and consumers, 
shaped by other digital experiences, 
are receptive, Australia is well positioned 
and the timing is now. The opportunity 
is now for consumer product companies 
to embrace the connected product to 
restore brand value and reimagine the 
consumer relationship. 

Connected products | So what do we suggest consumer companies do? 

The technology 
is here and 
consumers, shaped 
by other digital 
experiences, are 
receptive, Australia 
is well positioned 
and the timing  
is now.
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