WHITE PAPER

Retail

Enabling Revolutionary
Cross-Channel Trends in Retail
Introduction
Imagine you’re hosting a family reunion and it’s just days away. You need to prepare with food
and supplies. As a member of a store loyalty club, you receive a coupon on your mobile phone
for 15 percent off your next purchase at your nearby retail store. Seeing the coupon reminds
you that you need more chairs. A quick check online and you see that the patio chairs you want
are on sale, so you order them and head to the store for pickup.
As you walk in the door, your loyalty card triggers a tailored display on digital signs,
suggesting other important cross-promotional items such as reusable tableware to go
along with the patio chairs you just ordered. Your intelligent shopping cart also reads
your loyalty card and offers you digital coupons for a timely soda purchase—just what
you need for the reunion. In checkout, you pay for your merchandise with your mobile
phone which also automatically applies discounts for loyalty points. On
the way out, you swing by the pickup counter and your chairs are loaded
into your car.
The world of retail marketing just got a lot more personal. Consumers
are embracing new technologies and expecting their retailers to take
advantage of those innovations to create a more individualized shopping
experience. Retailers have many more creative channels available
to customize their interaction with customers, and new tools
keep emerging.
Though technology has not always been a retailer’s
friend, new advances have reduced the burden both
in skilled resources and cost. These advances allow retailers to quickly respond to changing customer
expectations and offer creative encounters that can improve brand loyalty and bottom-line sales.
These new trends increase the channels through which retailers can reach customers. But as retailers
begin to embrace these new channels, they must ensure consistency across products, service,
and messaging.

Exciting channel trends in retail
Social media
Retailers can’t afford to ignore the fact that consumers have solidly embraced social media. A January
2010 consumer attitudes survey on social media has shown that shoppers are more likely to do
business with a retailer who recognizes them as unique individuals through social media.1
Consumers are ready to share engaging social media experiences with retailers. In a 2008 consumer
experience study, 76 percent welcomed brand advertising on their social networks. The same study
reported nearly 40 percent of consumers have “friended” a brand on Facebook or MySpace,
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and 26 percent follow a brand on Twitter. 2 Consumers want a personalized experience. Every contact
that a retailer has with customers using social media, such as Facebook status and Twitter updates,
will build relationships and ultimately influence the buying decision.
The good news is that social media is, almost by definition, easy to use and doesn’t have to be
expensive. Best Buy developed a simple program to communicate and help customers using Twitter.
Employees manage the Best Buy @twelpforce Twitter ID and converse with customers who tweet
comments and issues. This concept isn’t meant to replace customer service but complements it
with an online, searchable, and real-time conversation.
Mobile retail
According to Gartner, worldwide smartphone sales to end users totaled 53.8 million units in the fourth
quarter of 2009, up 41.1 percent from the same period in 2008.3 Smartphones are finally coming into
their own when it comes to retail. Customers can now make payments, order online over their phone,
check inventories, and get product information. New and very creative mobile applications are coming
online every day enabling a much richer shopping experience.
More and more retail web sites and applications are being formatted for mobile access. Major brands
such as Wal-mart, eBay, and Amazon either already have, or are actively developing, retail-based apps
for smartphones. By now, many retailers are familiar with the ground-breaking application that scans
a product barcode and offers price comparison at other stores. Newer shopping apps offer mall maps
that locate stores, elevators, restrooms, and ATMs. In addition, these mall apps suggest gift-giving
guides that can generate a list of stores near the user that might carry those products.
Consumers’ own mobile technology has become an essential communication channel. It opens the
way for messaging that can be targeted using the customers’ preferences and thus adds value to
retailers. It’s becoming imperative that retailers launch mobile sites and applications. They cannot
afford to play catch up since the consumer is already ahead of them as regards mobile adoption.
Digital signage and kiosks
Many retailers have been using kiosks and touch screens for some time to allow customers access
to bridal and baby registries, or to order specialty items not carried in the store. To date, these kiosks
have primarily offered single functionality, largely due to the difficulty integrating with other systems.
As the integration issues begin to resolve, kiosks are becoming multi-functional, strengthening the
connection with customers and offering the opportunity to deliver in-store marketing promotions.
In addition to kiosks, digital signage that uses large plasma or LED screens is quickly gaining in
popularity. For customers, the screens might show in-store promotions, suggest new products,
or even entertain, keeping them in the store longer. For employees, digital signage can display
reminders to increase task compliance, announce sales incentives, and provide communication
from corporate headquarters. Taking it to a new, more personal level, customized and targeted
content on digital signage could appear as shoppers, with RFID-enabled loyalty cards, came near.
Even though more digital signs and kiosks are being implemented every day, it is the content and
functionality that will be the ultimate driver for success. The user experience must be compelling,
visually stimulating, and yet consistent. A 2009 Digital Brand Experience Report by Razorfish reports
that 65 percent of consumers say a digital brand experience has changed their opinion of the brand.
Even more interesting is that 97 percent of the consumers surveyed stated that the digital experience
influenced their purchase decisions.4
“Express” store format
The era of the mega-stores may be waning. Many retailers looking to enter smaller markets or cater
to niche specialties are building smaller, more local stores. Surprisingly, smaller stores can also offer
more cost efficiencies with mega-stores requiring more consumer traffic to remain financially feasible.
Major retailers are opening prototype stores with anywhere between a 20 percent and 50 percent
reduction in square footage. Lowe’s is taking a more cost-centric approach as it builds out smaller
stores in smaller markets with less than 30,000 households. While the look and feel of the stores is
not significantly different, the product line is reduced. These new stores cost $5 million less to build,
$1.5 million less to stock, and require 25 percent fewer employees than the regular-sized Lowe’s stores.
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Both Office Max and Staples are adding express stores in addition to their full-sized stores. Instead of a
typical real estate footprint of as much as 20,000 square feet, these express stores will be 3,000 to 5,000
square feet. These smaller stores will likely be located in downtown areas and dense business submarkets.

Top cross-channel challenges
New technologies have produced new ways to connect with customers. Traditional channels such
as brick and mortar, catalogs, and telephone, have been expanded to include online, kiosk, digital
signage, mobile, express stores, and social media. A solid cross-channel strategy is a requirement
to ensure messaging is targeted and consistent across channels.
The benefits of cross-channel strategies are great and cannot be ignored. Logic and anecdotal
evidence suggests that multi-channel customers are more likely to shop and subsequently spend
than single-channel customers. Reaching out to more customers means increased revenues through
capturing potential lost sales, increased cross and up-sell opportunities, and improved customer loyalty.
An effective and integrated cross-channel strategy can also reduce costs by facilitating customer
self-service. Streamlining fulfillment through online and mobile ordering can reduce inventory.
Online promotional information provided through web, mobile and digital signage can generate
interest and influence purchasing habits more cost effectively than printed sale flyers. Cross-channel
strategies have already been seen to reduce store size by targeting inventory and speeding up the
order and payment process.
Implementing cross-channel strategies however is no easy feat. Legacy systems that have grown
organically over time contain different rules and data. This is one of the major reasons why product
pricing and web site information are not always the same as is presented in the store. These
embedded legacy systems are difficult to change. Just changing one business rule can take months
of development and testing.
Cross-channel strategies require new processes that drive consistency across applications and
messaging. Inventory must be much more precisely managed, kiosk applications and digital signage
content must be continually changing and assessed. New policies must be in place for participation
in social media. An effective cross-channel strategy requires the use of insightful customer intelligence,
optimized store processes, and new technologies that are agile yet secure and scalable.
1. POS—not just for payments anymore
Today’s POS systems are now expected to do much more than accept payments. They enable retailers
to adopt new options for cash and cash equivalents like digital payments over mobile, digital coupons,
debit and credit micro-payments, loyalty points, and even third-party payment brokers like PayPal.
The challenge lies in ensuring these new systems are integrated across channels, Payment Card
Industry Data Security Standard (PCI DSS) compliant, and scalable. To be truly cross-channel, retailers
will need to enable “buy and pick-up anywhere, but pay once in one channel.” In the past, when
a new service was needed, it was “bolted” on. This method is not scalable and is difficult to integrate
across channels. It becomes more and more difficult to react to new payment trends and changing
customer demands.
2. Compliance and security will always be top-of-mind
Security, especially information security, is an ever-present concern for retailers. PCI compliance
remains near the top of retail priorities, and rightly so. Even though retailers should now be compliant,
only 58 percent claim to be.5 Many spend large sums to come into compliance but still experience
breaches. The widely publicized 2007 breach at TJX (parent company to Marshall’s, TJ Maxx, and other
retailers) reportedly affected 94 million accounts. It’s said that hackers hijacked data for over two years
from wireless routers configured with inefficient, outdated security.
Just being PCI compliant does not guarantee that all systems and data are secure. A comprehensive
security program must be in place that protects not only the information, but all potential access
and connection points in the network. This means protecting the infrastructure from threats, viruses,
unauthorized access, and human error—a daunting task for any IT team.
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3. Retail intelligence through data
Retailers are now finding themselves in the information business. To remain competitive, they must
have a full understanding of their customer’s desires and expectations. It’s important to know what
motivates customers to buy and what creates loyalty so that targeted marketing campaigns can be
developed. The best weapon retailers have is their own data.
Ironically, capturing data across channels can help retailers better plan and target cross-channel
strategies. Insights from customer data can help retailers identify their best customers and also
discover the factors that drive loyalty, and how to improve customer profitability. These insights
can be used to select the most effective channels, quickly making adjustments as needed.
Retailers also need to analyze merchandise performance. Gaining important insights
in areas like product demand, price and promotion, category performance, and
assortments, can help retailers optimize product mix, forecast inventory swings,
and even improve buying positions with vendors.
To realize full value of this data, retailers need to have it consolidated,
integrated, and accessible. Therein lies the challenge for most. Identifying,
gathering, storing, and securing data requires a fair amount of overhead.
Servers must be allocated, databases set up, and the system monitored and
maintained. In addition, queries need to be run and reports formatted before
most retailers can make any sense of the data they have. Though the area of
business intelligence is resource-consuming, it provides great value.
4. Supply chain optimization
For retailers, inventory management has always taken an inordinate amount of
effort. Having accurate visibility and forecasts help reduce stock-outs, but both
have presented quite a challenge to implement successfully. Nothing frustrates
a customer more than taking the time to drive to the store only to find the item
they want is not in stock. This can lead to lost sales and lost loyalty—something
that all retailers fear.
Automating inventory and establishing visibility are just the first steps. These
inventory systems must be integrated across channels to provide product
consistency not just in quantities but in price and description as well. The
greatest improvement comes when the supply chain is open and integrated with
distributors, wholesalers, and suppliers. This allows each partner to better forecast
trends and manage stock-outs. The ability to integrate inventory systems requires system
interoperability and sound security, as access is opened up across the corporate firewall.
5. IT infrastructure flexibility and scalability
As retailers look for new ways to reach customers, including introducing the “express” store format,
they face a number of IT and communications challenges. Because these smaller stores will need
to be more effecient and cost-effective, they will each require a flexible IT and communications
infrastructure. This flexible infrastructure must also be reliable enough to support the addition of kiosks
so that customers can order products not carried in the store.
It is likely that many express stores will be built into older buildings that may not be easy to wire.
In these situations, wireless infrastructures will need to be installed which present additional challenges
in security and management. While wireless is inherently more scalable, it can be more difficult to
secure properly.
Building new stores of any size means retailers will have to stretch IT resources, including staff, across
more locations. This places an additional burden on IT staff who support store personnel and systems,
monitoring and offering trouble-shooting. In addition, smaller stores will also employ less staff and
may not be able to handle all customer calls. To avoid customer frustration, calls will need to be
routed to the already-busy contact centers.

New technology facilitates cross-channel adoption
Cloud computing has been a hot topic lately, and for good reason. With it, companies can potentially
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gain competitive advantages that could make a real differences. Just to name a few, these inclede:
shorter time to market, services that can be quickly turned up or down, and reduced upfront IT costs.
Until now, many cloud-based solutions have suffered from a number of shortcomings that have limited
their use in the enterprise. Top among these is that they may fall short on security, offer inadequate
levels of reliability, or limit user control over systems in the cloud. However, the tables have turned.
Applications and systems managed in a cloud environment are often more secure and available
than those managed in-house.
Computing as a Service (CaaS) can provide a solution to the issues that have kept retailers from adopting
a hosted infrastructure. Security is built into the entire CaaS infrastructure including physical security of
the data centers, logical security on network traffic, and secured connections to provisioned resources.
CaaS has built-in intelligence that enables servers to be deployed quickly in the event of a problem and
can be supported by stringent SLAs. CaaS also offers capacity on demand allowing retailers to increase
or decrease servers, bandwidth, and applications in synch with the natural cycles of business.
The financial benefit of CaaS is the ability to move from a capital expense model to an operational
expense model. CaaS runs on a pay-per-use subscription basis. This eliminates large capital outlays to
launch new applications, including the elimination of software and hardware license and maintenance
fees. Retailers can begin to shift the financial capital cost burden by incrementally transitioning from
in-house managed infrastructure and applications to a hosted model.

Solving cross-channel challenges
CaaS offers a variety of services, all of which can increase retailers’ abilities to not only enable crosschannel strategies but to run a leaner, stronger, and more cost-effective business. By using middleware,
retailers can resolve interoperability problems between applications and systems. This enables retailers
to implement new POS systems that support mobility requirements and integrate them with legacy
financial or inventory applications.

CaaS offers capacity on
demand allowing retailers
to increase or decrease
servers, bandwidth, and
applications in synch with
the natural cycles of business.

Retailers can better manage data security and PCI requirements by working with a CaaS provider
who has successfully delivered solutions in the retail space. Credible CaaS providers should be able
to describe the security features of each layer. At a minimum, they must be able to show where data
resides, how it is protected, and how access is managed. The more detail a potential vendor can
provide, the easier it will be to determine the real risk of moving a specific application or data center
into their cloud.

CaaS Component

What it Does

Middleware

Provides the integration layer that unites legacy systems
with new applications

• Quickly add new applications to respond to
changing business needs

Security

Manages and applies comprehensive security policies and
technologies to address threats, vulnerabilities, access management,
and even human error.

• Easily manage compliance, including PCI

Data Management

Centralizes, stores, and provides access to data, scaling in real-time
as necessary

• Helps meet compliance and security requirements
• Provides a foundation for insightful analytics

Mobile Applications

Integrate and manage custom or third-party mobile applications

• Quickly add new apps to continuously improve
the mobile channel experience

Network Infrastructure

Network IP services provide connectivity between applications,
locations, and the Internet

• Secure communication
• Increased bandwidth as needed

Achieving better interoperability between systems and applications can help retailers derive
business value from data. CaaS providers can help retailers design information systems that provide
the intelligence and insight into consumer actions, patterns, and preference. Armed with accurate,
timely information, retailers can develop targeted marketing campaigns and personalize customer
experiences through digital signage, kiosks, and in-store displays.
CaaS solutions can enable retailers to connect their inventory systems across a powerful network
so they can manage their supply chain in near real time, offering actionable intelligence. These
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connections can provide retailers with tools that will help them better anticipate customer demand.
As a result, they’ll be able to work with suppliers in the most efficient way to make sure the right
products are available exactly when they are needed.
By shifting the burden of financing and managing technologies to experts, CaaS removes the risk
in managing functions that are not core to the business and lets retailers refocus on key issues that
directly relate to the company’s business goals.

Verizon Business solutions for retail
Verizon’s CaaS solution answers many of the issues that have been holding organizations back from
fully exploring the potential of cloud computing as a viable IT solution. CaaS allows retailers to
confidently maintain critical systems and manage usage spikes without disrupting business—all while
providing a secure environment for the data and infrastructure.
With Verizon, retailers gain visibility into their hosted resources through a user portal to retain control
over when and how those resources are deployed. The portal allows retailers to quickly create and
provision virtual farms according to application, project, or business function need.
Simple, usage-based pricing makes it possible to better align IT costs to corporate budgets and
customer demands. In addition, all solution costs can be combined into a single subscription cost,
regardless of whether they are from Verizon or third parties.
It’s natural to have concerns about adopting new technologies. Perhaps the best way to test CaaS
is to choose a small, contained deployment opportunity. Consider using CaaS for an upcoming
promotion or to try a new POS application or even to launch a new store.
Verizon Framework for Retail
The experts at Verizon understand what it means to be an effective cross-channel marketer. They have
experience helping retailers extend their channels beyond walls made of bricks and mortar. Whether
it’s mobile marketing solutions, online sites and applications, or even deploying networked digital
signage, Verizon and its partners are prepared to help retailers move into the next generation of retail
marketing. Verizon has made significant capital investments in areas that can benefit retailers, including:
• Computing as a Service (CaaS)
• Managed Solutions, including both hardware and applications
• Security Solutions, including consulting services and online compliance program for
the Payment Card Industry (PCI)
• Contact Center Solutions
• Integration as a service
• Innovative, standards-based software solutions delivered through independent
software vendors (ISVs)
• Retail Assessment Solutions
• Mobility Management

Verizon Business can help you understand and experience the benefits
of cross-channel strategies
If you’re managing multiple channels in your business and want to know more about how Verizon
Business solutions can help you be more responsive to changing retail trends while maintaining
security, contact your Verizon Business Retail Specialist or visit www.verizonbusiness.com/retail.
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About Verizon Business
Verizon Business, a unit of Verizon
Communications (NYSE: VZ), is a global
leader in communications and IT solutions.
We combine professional expertise with one
of the world’s most connected IP networks
to deliver award-winning communications,
IT, information security and network
solutions. We securely connect today’s
extended enterprises of widespread and
mobile customers, partners, suppliers and
employees—enabling them to increase
productivity and efficiency and help preserve
the environment. Many of the world’s largest
businesses and governments—including 96
percent of the Fortune 1000 and thousands
of government agencies and educational
institutions—rely on our professional and
managed services and network technologies
to accelerate their business. Find out more
at www.verizonbusiness.com.
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