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Introduction

Most retailers and consumer packaged
goods (CPG) companies in South Africa
recognise the growing need to put the
customer at the centre of everything they
do, especially when economic growth is
weak. This, however, is not an easy task,
given a multitude of priorities competing
for the same resources. The challenge
the industry faces is how to pragmatically
centre their business decisions on
customer centricity.

Retailers need to future
proof their businesses
to succeed and taking a
customer-centric approach
is key to achieving this.

In addition, the retail environment is in a
state of flux and customer touchpoints
have been revolutionised by technologies.
This disruption is characterised by
customers who hold the industry to high
standards, and become increasingly
vocal if these expectations are not met.
Shareholders are also placing pressure to
build an ecosystem of partnerships that
capitalise on synergies and jointly create
value.

Industry disruption over the next 5 years
For some industries the consequences are dire...

FOR SOME
THE CONSEQUENCES
Industries
most INDUSTRIES
likely to be disrupted
in the next 5 years

ARE DIRE...

Industries most likely to be disrupted in the next 5 years
Your costomers
are experiencing
a massive disruption

SHORT FUSE, BIG BANG

LONG FUSE, BIG BANG
45

ICT and media
Retail trade

40

Finance

Education
Health
30

Arts and
recreation

25

Real estate

Recruitment
and cleaning

Agriculture
Goverment
services

20

“The danger will
come from
below and
outside your
sector”

Timing (years)
1

Accomodation and
food services

05

15
2 Construction 3

Utilities
4

Wholesale trade

SHORT FUSE, SMALL BANG

5

Mining
5
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Transport
and post

35

Professional
services

“Preparing
yourself for the
future
proactively will
bring value”

Manufacturing
LONG FUSE, SMALL BANG

Opportunity to
leap frog and
innovate before
being disrupted

As digital disruption and
continued globalisation
continue to inflate
customer service
expectations and stretch
supply chains beyond
historical borders, leading
retailers are already
transforming their supply
networks to utilise the
wealth of information
captured and meet
customer demands
with increased flexibility,
visibility and transparency.

A challenging economy adds to the
pressure on retailers and CPG companies
and in order to remain profitable, both
retailers and manufacturers alike need to
shift their focus beyond price competition
towards creating value in the shopping
journey and creating a tailored shopping
experience that in turn, limits the impact of
price on the equation.

Within the Connected Customer and Store
area, there are three broad themes that
provide potential opportunities for value
creation:
• Customer
• Store
• Operations

Customers want to be recognised as
individuals and expect their specific
needs to be served. While technology
is an enabler of this, the majority of
organisations are yet to take advantage
of the opportunity that big data presents
in the journey to really knowing their
customers and serving their needs. When
asked to what extent they apply digital
based consumer and shopper data in
the development of insights, only 3%
of retailers and 10% of CPG companies
believed they applied a considerable
amount, with 66% of retailers and 59% of
CPG companies applying none to minimal
digital consumer and shopper data.
To better utilise the data on hand,
organisations need to first identify areas
from which value can be created in line
with customer expectations. By doing
so, retailers and CPG companies alike
will be able to provide customers with an
alternative approach to retail and begin
changing the current promotion-conscious
behaviour that impedes customer loyalty
and value creation.
In this disrupted environment the journey
towards greater customer centricity should
start now. Experience shows that it is the
most agile, forward-looking companies who
are truly customer-centric that will succeed
in today’s digital world.
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The power of the
customer
Driving customer centricity
Undeniably, one of the biggest drivers of
change in consumer trends, experienced
across sectors globally, has come as a
result of the wealth of knowledge available
to the consumer at the touch of a button.
The increased use of the internet and
social media allows today’s consumer
to be always connected and always
informed. With the substantial amount
of data available not only to retailers, but
to customers as well, any boundaries are
dismantled due to the exposure customers
now have to a wider range of options and
the ability to easily identify those that will
best suit their needs. This is evident in the
growing influence of digital on in-store
sales as well as the influence of digital on
various retail categories. This has altered
the consumer’s levels of expectation as

they seek to enhance their overall shopping
experience.
Globalisation has accelerated the rate of
consumer adoption of technology and
has removed barriers between people
the world over. This connectedness has
increased the expectations of customers
across geographies and demographics.
To instigate change, retailers need to
understand the impact of technology
on customer expectation and similarly
use technology to deliver on these
expectations. Today, 75% of customers
expect a consistent experience irrespective
of their engagement channel and 77%
of customers avoid stores for the lack of
experience.

With the availability of big data, retail
should not be seen as purely product,
price, promotion and place. Retailers
and CPG companies can no longer apply
a one-size-fits-all approach to their
customers, stores or their channels with
50% of customers likely to switch brands
if a company does not anticipate their
needs and 52% of customers likely to
switch brands if they do not perceive an
effort to personalise communications.
Retailers need to understand first and
foremost what motivates consumers, and
then develop a strategy for their different
customer segments across touchpoints.

Consumer of the past
Consumer of today
Consumer of the future

Personalisation

Location based
Social Network
Digital
Platform

Digital
Feedback

Word of
Mouth

Cognitive
Loyalty
Programmes

Advocacy
Call
Centre

Virtual
Service
Robots
Social
Listening
Programme

Social
Media

Service
& Loyalty

Smartphone
Connectivity

Traditional
Media

Awareness
& Locate

Consumer

Alternate
Payment

Evaluate
& Select

Shopping
Experience

With this approach, the wireless carrier
generated more than $250 million in
incremental profit from existing customers
by identifying interventions targeted at
specific value-tier customer segments.
Sales and service had access to customer
information that enabled them to provide
a personalised and dynamic customer
experience.

AR/VR

Touch &
Feel

Digital Assistant

Online

IoT
Customisation

Stores

Traditional
Payment

Multichannel

Blockchain
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A wireless carrier was seeking to make
customer interactions more personalised
and meaningful, regardless of channel.
The company developed a customer
experience strategy and road map
identifying opportunities to connect with
customers in the moments that matter
most to those individuals. The carrier
built a digital ecosystem that tracked and
measured value creation and generated
predictive insights based on information
such as customers’ history, when they
last called, and how they use their plans
to inform future strategies, investments,
marketing campaigns, and messaging.

Wearables
Transact

Fintech

Wireless carrier generates $250 million
in incremental profit from existing
customers

Social
Media

Telephone

Cryptocurrency

Customer centricity involves the rearrangement of structures within the
organisation, allowing it to better align
with customer needs in their commitment
to improving the service provided to
its customers. No matter how retailers
choose to segment the consumer market
whether by the segment’s needs, income
groups or even popular lifestyle trends,
the consumer’s sensitivity to the difference
between a good customer experience
and a bad customer experience is more
heightened than ever before with 58% of
customers choosing to never do business
again after a bad experience.
It is therefore critical for retailers to
understand who the customer is and the
variables that influence their behaviour.
Retailers who use these insights correctly
are then able to identify and optimise on
any potential sales opportunities.

Consumer of the future
Know me
Engage me
Hear me
Empower me
Delight me

Globalisation has
accelerated the rate
of consumer adoption
of technology and has
removed barriers between
people the world over.
This connectedness
has increased the
expectations of customers
across geographies and
demographics.

Mobile /
Flexable
Payment

Ai + IoT

In-Store
Experience
Smart
Checkout

Self Service
Robot
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Creating a
Connected Store
How digital is changing customer behaviour
Customers now have vast amounts
of information at hand to inform their
purchasing decisions, often to the
detriment of retailers. Technology is used
to quickly draw comparisons among
products and retailers. The instant
gratification of the digital age has created a
customer expectation of immediate service
and attention and if retailers are slow to
cater to customer needs, technology once
again provides a platform from which
customers can air their dissatisfaction.

Social media is able to compound the
impact of word of mouth like never before
and over 60% of customers are influenced
by recommendations from friends and
family.

Over 40% of customers find shopping to be
a chore, however, 41% of customers think
engaging with a digital device made their
shopping trip easier. The influence of digital
on in-store sales continues to grow and can
no longer be overlooked.

While eCommerce remains overshadowed
by brick and mortar, large online players
are reshaping the definition of what a
great customer experience is. Customers’
preferred method of locating, buying and
receiving products in-store are now heavily
influenced by their online experiences.

Retailers need to develop a strategy that
incorporates digital into the in-store
shopping journey. Not only will this
enhance customer experience, it will also
increase revenue as over 33% customers
cited digital influence as the driver of
increased spend across categories.
However, the execution of a digital store
needs to be carefully considered and

retailers need to understand the preferred
use of digital throughout the shopping
journey.
Retailers need to bear in mind the objective
of a connected store and remain focused
on customer first, with technology being
and enabler and not the basis for change.

Retailers need to bear
in mind the objective
of a connected store
and remain focused
on customer first, with
technology being and
enabler and not the basis
for change.

Percent of in-store retail sales that are digitally influenced
56%

Look up item
price

49%

36%
37%

Get product
information

Check item
availability

Checkout/
payment

Navigate to
an item

Own
device

28%

45%

41%

37%

37%

25%

21%

28%

26%

31%

21%

14%

19%

17%

22%

12%

19%

Digital 14%

Unmanned
device

Mobile 5%
2013

2014

2015

2016

Source: Lobaugh, Simpson, and Ohri, The new digital divide: The future of digital inﬂuence in retail, DU Press, 2016

Sales
Associate

Digital influence by category
69%

70%
60%
50%

51%

(+18% YoY)
51%

56%

Health

Grocery

Apparel

58%

59%

Home

Auto

40%
30%
20%
10%
0%
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Electronics

10

The Connected Store

Interactive shopping journey
Adidas opened a pop-up store in Berlin
where customers have the opportunity
to create a customised sweater with the
size, fit, fabric and design of their choice.
Visual scanners take the customer’s
measurements after which the customer is
moved into a room with smart sensors that
allow them to create the design virtually.
The sweater is then ready for collection in
four short hours.
Adidas has used technology to enable
a highly interactive shopping journey,
creating a unique in-store customer
experience. The pop-up concept generates
additional excitement and urgency with
the fast production time catering to the
demand for instant gratification.

The Connected Store

Experience driven retail
Nike’s flagship store in Soho brings a new
meaning to experience driven retail by
including a product testing element to the
shopper’s journey.
Within this store you will find a basketball
court with adjustable hoops and digital
video screens, an enclosed soccer trial
area, a treadmill with a visual display that
simulates outdoor runs, a customisation
shoe bar and touchscreens embedded
into walls throughout the store. There are
also sales assistants to assist customers in
product education and selection.
Nike Soho has created a personalised
customer journey powered by immersive
digital touchpoints and in-store experts.

Over 40% of customers find shopping to be
a chore, however, 41% of customers think
engaging with a digital device made their
shopping trip easier. The influence of digital
on in-store sales continues to grow and can
no longer be overlooked.
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Current South African status quo
This digital world is not far off for Africa.
Africa’s level of connectivity continues to
grow with unique mobile penetration of
68% and is dominated by mobile internet
use as the topography makes mobile
networks the primary infrastructure
for internet access with 3G as the most
prevalent network technology. Faster
access speeds; cheaper connectivity and
device-centric content have fuelled an
explosion of data consumption. Retailers
need to embrace the digital solutions at
their disposal to become more competitive.
The fight for consumer spending has
never been fiercer, however, over the
years retailers have trained customers to
adopt a promotion conscious behaviour,
with major players consumed in a price
war. The number of annual promotional
campaigns are only increasing with each
more competitive than the before. Due to
this, promotional pricing of products are
reminiscent of prior years and struggle to
reflect current costs. However, there are
alternative solutions to help customers
cope in a tough economic climate. The
majority of customers favoured size
and packaging changes over price and
promotion with economy sizes with lower
cost per use as the most favoured option.
This indicates an opportunity for retailers
and CPG companies’ to adjust their product
and pricing strategies.
Value creation will begin a journey that
changes behaviour over time. However,
change begins from within industry and
as retailers are the customer interaction
point, players need to evolve from
outdated business practices, follow the
lead of other industries and embrace the
transformative power of a digital mindset.
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South African shoppers in the Connected
Store
When examining global trends in a
connected store, some use cases are
difficult to relate to the South African
context. To enable this, we selected use
cases that focused on understanding the
customer, improving their experience and
at the same time increase store operations
efficiency.
We further applied our retail customer
personas to test the best practical
applications of these use cases. This
process culminated in a physical space in
our Greenhouse labs to provide clients with
a tangible experience of the future of retail.
To better explore customer centricity in a
digital world, we have created three retail
customer personas that reflect a sample
of local demographics to demonstrate
how retailers can use technology to create
a differentiated customer experience
throughout the shopping journey.
These three personas are:

Value creation will a
journey that changes
behaviour over time.
However, change begins
from within industry
and as retailers are the
customer interaction
point, players need to
evolve from outdated
business practices,
follow the lead of other
industries and embrace
the transformative power
of a digital mindset.

Thumeka

The family provider and bargain hunter
Thumeka is a single mother from Gugulethu,
she works as a call-centre operator and is
the sole breadwinner. She has to be strict
with her budget in order to stretch her
salary over the entire month. This influences
her shopping behaviour and she plans her
basket by collecting retailers’ promotion
leaflets in the weekly newspaper.
While she is price conscious, she values
the quality and performance as purchasing
an inferior product is a costly mistake.
This often means she prefers established
brands over new products, however positive
reviews from friends and family would
convince her to try a new product. As she
spends a full day at work, she is eager to
arrive home and spend time with her family.

She aims to complete her shopping trip
quickly and unhelpful store assistants,
out-of-stock products and long queues
are points of frustration for her. While she
registers for loyalty programmes, they need
to provide rewards with tangible value and
not only be a promotional channel.
She is comfortable with user-friendly
technology and often browses products
online. However, she never completes an
online purchase she prefers to first see
the product in person. While she has a
smartphone, she is reluctant to download
apps due to the high cost of data and the
limited storage capacity of her phone, she
will only consider those that add value.
She would specifically visit stores that
use technology to enhance the shopping
experience.

What Thumeka values

Price is King

Thumeka plans her
shopping in advance by
doing research on where
she will ﬁnd me best prices
& promotions

Data is expensive

She limits tile use of apps
and internet due to data
costs and prefers
promotional SMS’s and
instore leaﬂets

Driven by
children

Thumeka's shopping is
inﬂuenced by her
children’s needs and her
store experience

Tangible value
in loyalty

Loyalty programmes must
provide rewards with
tangible value and not
only a promotional channel

Quality &
performance

Although price is a key
driver. Thumeka is brand
loyal when a product is of
high quality

Eﬃciency

The shopping journey
checkout queue and store
assistance must be prompt
so that Thumeka can spend
quality time with her family
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Philip

The convenience seeker and shopaphobe
Philip is a family man from Durbanville
and works as an operational manager at
a manufacturing plant. He has a newborn
son and believes in the age old adage of
“happy wife, happy life”. His involvement
in shopping is often limited fulfilling a
shopping list, prepared by his wife, on his
way home from work. Outside of that, he
may pick up a few personal items during
the same trip. He needs high performance
products to limit the replacement of items
should the quality be inferior.

The quality conscious connected shopper
Lerato lives in Sandton where she works
as a lawyer at one of the top firms in the
country. She is an active participant on
most social media platforms and has
integrated it into her life. She is tuned into
the latest trends and expects offerings
from local retailers to be as well informed.
She believes in paying for quality and is also
particular about the brands she chooses.
As she is willing to pay a premium for
quality, she needs retailers to respond with
attentive service and tailored content that
reflects their understanding of her needs.
She has an always on approach to
shopping, especially when it comes to
fashion and retailers need to ensure

He typically carries only his wallet and tries
to avoid carrying too many cards. This,
however, does not mean he dismisses
loyalty programmes entirely. There are
three key drivers that form part of his
decision-making process when it comes to
loyalty membership:
• An option to adopt a cardless loyalty
programme
• A retailer app that adds value and
simplifies his shopping trip
• A recommendation from his wife, as her i
nput is highly influential on his choices

[Figure] What Philip values

Performance

Lerato

When it comes to fashion, he is too
busy to follow trends and prefers
recommendations from retailers to simplify
the process.

No cards please

Attentive service

Phillip dislikes too many
cards in his wallet and will
consider loyalty registration
and app download if there
is a payment option that
reduces the number of
cards he needs to carry

Good in store assistance
and seamless processes
will buils customer loyalty

Rewarding app

Product
recommendations

Simple online
platform

Deﬁned shopping list
His wife dictates the
baskets of goods with a
shopping list. Price is not a
key inﬂuence
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She values her time and finds some store
processes extremely frustrating where a
negative experience at a single point of her
shopping journey can influence the overall
experience. She finds the returns process
of both online and in-store shopping to be
an inconvenience, as well as long checkout
queues in-store.
She would rather abandon her basket or
avoid the store entirely if she perceives the
queue to be long and slow moving.

What Lerato values

Phillip highly values product
quality and performance to
limit the replacement
of items, as this would
result in more
shopping trips

Phillip does not like
promotions pushed to his
phone, but he will
download an app if it adds
value by simplifying the
shopping process

a consistent quality of experience
irrespective of the channel.

He does not have time to
follow fashion trends, so
in-store reccomendations
are always welcome

Availability & easy
navigation

Since there is a shopping
list to follow, product
availability and a convenient
store layout is key

A user-friendly online
store will encourage her
to buy more

Driven by trends

Lerato likes to buy the
latest trends in food and
fashion and expects
retailers to remain current

Understand my
needs

Lerato sees value in a store
that understands her
needs and sends her
tailored promotions and
content

Quality & brand

Since quality is top priority
that Lerato will pay a
premium for, she favours
well known brands

Time is money

Queues will send Lerato
straight out of the store,
she wants a quick and
simple checkout process
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There are many other personas and local cultural influences that retailers should
consider and incorporate into their customer and store strategy to create a uniquely
South African experience. For example, stokvels have immense purchasing power,
however the potential of using digital to improve customer experience in the retail
world is relatively unexplored
Mzansi and Green
As Deloitte we seek to understand
the everyday customer, the growing
complexities of their demands and their
heightened level of sophistication that only
continues to develop in this digital era. In
the midst of this evolving retail landscape,
organisations need to re-define the role
and position they assume in order to adjust
successfully. The purpose of this project
is to combine the latest developments in
global consumer trends and technologies
as well as incorporating the use cases
to make them relevant to the South
African context and bring the concept of a
connected store to life.

To practically demonstrate this, we selected
various use cases help to establish key
points at different stages of the customer’s
shopping journey in order to identify their
specific needs and ensure that these are
met throughout their entire experience.
Our aim is to build a physical store in our
Greenhouse labs, installing the relevant
smart technologies, involving the different
demographics within South Africa to better
understand the relevance of the use cases
to them.
We named our store Mzansi and Green and
explored the future of a connected store in
both food and fashion retail.

Our use cases
The use cases we selected are part of an
ongoing journey to understand and test
the latest trends and apply them to our
local context. Smart Shelving and Utility
Management are two additional use cases
that use the same smart technology
but have a focus on driving operational
efficiency and limited interactions with
customers.

CUSTOMER
JOURNEY
Awareness and
consideration

USE CASE

OBJECTIVE

Personalised Communication
Communicate tailored content to customer
using Next Best Message (NBM), a Deloitte
proprietary analytics tool and market leading
social listening solutions. NBM improves
decision-making and targeting by assessing the
propensity of conversion based on the type of
offer as well as the channel of communication

Personalisation
A valued customer

In-store Tracking
Understand customer behaviour instore. Current technology now allows for
demographics and sentiment tracking to
improve retailers’ understanding of their
customers in-store. Deloitte analytics can
assist clients with the data management
and visualisation tolls required to generate
actionable insights

80% of customers are
more likely to interact
with a retailer as a
result of a personalised
experience
39% of customers spend
more when they receive
a personalised offer
+ Loyalty
+ Assortment
+ Conversion

Endless Aisle
Enhance omnichannel experience by
showcasing an extended range of products
and providing alternative means of purchase in
the case of unavailability in-store
Purchasing and
fulfilment

Self-help
Empower customer with access to on-demand
service without relying on store assistants

Convenience
A simple shopping
process

Seamless Checkout
Reduce queue time and provide simple
payment options

60% of customers used
a digital device prior to
their last store visit
23% used a digital device
while in-store shopping
during their last visit
6% of customers used a
digital device after their
last store visit
+ Conversion
- Queues
+ Payment options

Advocacy
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Smart-Mirror
An interactive customer experience that
creates excitement in-store

Excitement
A store attraction
Improve customer
retention by up to
40% with improved
engagement and
experience
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Developing an efficient
operating model
Often using the same technology and hardware, retailers now have the opportunity to
improve operation efficiency and thereby reducing the costs associated with running a store.
Identifying opportunities to reduce costs
Retailers have many more tools in at their
disposal to manage store costs. With
rental, labour and operating costs as the
contributors to store costs, Deloitte has
solutions to manage each.
Connected Workforce is a theme within
Connected Retail that specifically focuses
on the employee. From improving employee
relations, upskilling staff and optimising
scheduling and staff requirements, Deloitte
can help clients with the tools required to
create a high-performing employee base.
Location, location, location (L3) is a Deloitte
solution that assesses the optimal location
of stores based on a number of factors. This
can be used in new store openings as well
as optimising existing locations, identifying
store closure opportunities that will not
impact customer experience.
Operating efficiency can be achieved
through better management of store
utility costs. Lights, fridges, HVAC and
water consumption can all be better
managed using the same smart sensors
and technology from customer experience
usecases, retailers are able to benchmark
store costs to identify and manage outlier
stores that perform below the norm.
Smart Shelving provides the benefit of
reducing lost sales through optimised
forecasting and shelf replenishment as
well as the potential to reduce shrink with
constant monitoring.
Seamless Checkout not only reduces lost
sales, it also assists retailers and store
employees to respond quicker to manage
any sudden escalations in checkout queues.
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Contacts
Effective asset management
In addition to managing consumption
of store assets, an additional capability
to reduce costs is the better long-term
management of assets. This includes
tracking of asset health, notifications of
issues in real-time to enable predictive
maintenance to ultimately prolonging
the useful life of assets and defer the
replacement costs.

Future vision – how to implement the
change
To successfully implement a Connected
Store, retailers need to identify use cases
that are best suited to their strategy, select
technology and hardware partners that
provide the best fit and understand the
organisational mind shift required to create
a customer centric digitalised store.
Deloitte aims to be a partner in that
journey, helping clients refine their strategy,
design an implementation roadmap and
implementation of proof of concepts to
optimise the practical applications.
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