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The Retail 
Revolution
Applying the lessons of online retail to the 
brick-and-mortar retail market

By Christy Chak

In today’s age of technology, there is debate as to whether brick-
and-mortar stores are becoming obsolete. By 2014, roughly 8% 

of American retail sales will be made online. In addition, 45% of 
retail sales will be web-influenced - meaning the internet will drive 
53% of retail spending in some way. Despite the growth of online 
sales channels and the influence of the internet on sales, traditional 
shopping avenues continue to dominate. 

For consumers, online shopping offers benefits over traditional 
shopping in terms of convenience, information, and, often, price. 
For retailers, products sold online also yield higher margins due to 
the low overhead associated with online retailing. Although brick-
and-mortar still dominates the retail sector, its online substitute is 
growing at a rapid rate.

If online retailing is so advantageous, why do brick-and-mortar 
stores continue to be the centerpiece of most retail strategies? 

Are physical storefronts still 
necessary?

The answer is unequivocally 
yes. Physical stores are 
the sole means by which 
customers can see, use, and try 
products before purchasing 
them. Storefronts also enable 
retailers to engage customers 
and market new products. 

However, retailers recognize 
that while brick-and-mortar 
stores are necessary, they 
lack the convenience and 
customization of online retail 
outlets. Fortunately, a number 
of strategies exist to improve 
the customer experience offered by brick-and-mortal retailers. In 
fact, applying online sales strategies as a framework to improve the 
brick-and-mortar experience may help rejuvenate physical retail 
sales growth.

Personalize the Retail Experience

Internet shopping is increasingly tailored and personalized to 
suit consumer needs. For instance, Amazon and iTunes gather 
personal data and make recommendations for a customer based 
on previous purchases. While this level of customization only 
exists online, customers will gradually come to expect this level 
of personalization offline as well. As consumer demands evolve, 
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retailers must revamp their sales strategies to meet this need.

An example of a retailer who stands to benefit from such an approach 
would be Sephora. With sales of approximately $1.5 billion, this 
cosmetics giant is recognized for its dizzying array of products. 
Nonetheless, the average consumer is only interested in the small 
fraction of these products that correspond with their skin type and 
personal style. While Sephora has a strong “BeautyInsider” loyalty 
program that stores a wealth of consumer data, it does not use this 
information to its fullest potential.

Rather than simply analyzing 
purchasing habits, Sephora should 
implement an individualized customer 
service program using the information 
available from its database. Based on 
prior purchases, the program should 
recommend new or related products 
in the correct shades and product lines 
to improve the customer experience. 

The simplest implementation 
of this program would involve 
sales representatives introducing 
themselves to customers as they enter 
the store and requesting the customers’ 
BeautyInsider cards. The employees 
would swipe an individual’s card 
on a handheld device to obtain 
their purchase history. Additionally, 
the system would output images, 
prices, and locations within the store of products that, based on 
past purchases, should appeal to the customer. This list could be 
printed for the customer or simply used by the sales rep to guide 
the customer in the right direction. 

The same concept could be applied to clothing retailers. Customer 

loyalty cards could be synchronized with a record of past 
transactions with sizes and colour preferences embedded in the 
customer’s profile, allowing salespeople to make customized 
recommendations more efficiently. 

The guesswork would be taken out of approximating a customer’s 
size and the risk of offending the customer would be minimized. 
Informed by past purchases, the analytics system could also provide 
product suggestions that would fit with the customer’s style, taste, 
and existing wardrobe. This model mimics that of Netflix, where 
the value of the company lies not only in its product offering or 
prices, but also in the comprehensiveness of its recommendation 
system. It is this system that helps retain customers and ensure 
their loyalty. 

In the long term, there is also potential for partnerships between 
retailers. For example, a cosmetics company and clothing retailer 
could share consumer data to formulate a comprehensive profile 
of their common customers. Expanding the retailers’ information 
network will allow the stores to better serve their customers by, for 
instance, recommending clothing and make-up in complementary 
hues. 

This proposal is similar to the highly successful model used by 
Amazon, which provides purchase recommendations spanning 
multiple product groups. Moreover, data sharing amongst various 
retailers will generate more accurate customer profiles. One 
approach to data sharing would be to issue joint loyalty cards that 
could be used at a variety of retail chains, creating more value for 
both retailers and shoppers. 

Analytics-based recommendation systems also enable retailers to 
offer outstanding customer service without the cost of hiring and 
retaining highly skilled salespeople. While 12% of Canadians are 
currently employed in the retail sector, many of these positions are 
short-term or seasonal. 

Creating a comprehensive database will allow retailers to minimize 
the disruptions caused by high employee turnover, which tends 

to plague retailers. Customers, who 
typically outlast employees, will 
receive uninterrupted, high quality 
service, as their information will be 
stored in the retailer’s database rather 
than a particular employee’s memory. 

Finally, this analytics-based 
recommendation may offer an 
ideal vehicle for point-of-purchase 
advertising, in the form of mobile 
couponing. Upon swiping a customer’s 
loyalty card, a well-integrated system 
could alert consumers of coupons 
available to the shopper.

Point-of-entry couponing prevents 
consumers from having to 
preemptively collect, clip, and store 

coupons. It also minimizes email spam since future promotions can 
be better tailored to the individual and only emailed to customers 
who demonstrate a genuine desire to make a purchase. Mobile 
couponing may also improve retailers’ inventory management, as 
retailers are able to offer sizeable discounts on merchandise that 
has been underperforming to customers who have demonstrated 
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an interest in similar products. 

Offer Exclusive Products

Online stores, with distinct competitive advantages, are unlikely 
to decline in popularity. Between 2007 and 2009, online customer 
spending increased by roughly 18% and shows no signs of slowing. 
As such, retailers must identify ways in which they can use their 
traditional brick-and-mortar stores to compliment their booming 
online business. An effort to more closely link the online and offline 
shopping experience will help increase a retailer’s overall share-of-
wallet, rather than shifting it from physical stores to online outlets. 

One way to do this is by offering 
exclusive products and expereinces 
through the physical retail channel. 
Retailers like Hennes & Mauritz 
(H&M), have been able to attract 
large audiences with limited edition 
designer collections, through 
partnerships with the likes of 
Madonna, Roberto Cavalli, Jimmy 
Choo, and most recently, Versace. The 
notion of exclusivity creates a sense of 
urgency and scarcity in the consumer 
since products are only available for 
short periods of time and only in retail 
stores. 

As an extension of featuring exclusive lines, retailers are 
increasingly establishing their actual stores as limited editions. 
Flash retailing, also known as pop-up stores, allows companies 
to lease storefronts for short durations, generating hype for new 
brands and designers. U.K. fashion behemoth Topshop recently 
used a pop-up store in Toronto to promote its entry into Canada 
through an exclusive agreement with The Bay. Similarly, Wal-Mart 
successfully introduced its Metro 7 fashion clothing line in South 
Beach, Miami through a two-day pop-up store. This initiative 
allowed the company to deviate from its reputation as a low-
end merchandiser and successfully target a new, higher-income 
consumer.

Not unlike the limited edition collections previously mentioned, 
pop-up stores further add to the sense of urgency and scarcity that 
encourage consumers to visit the stores more quickly. While these 
campaigns have been wildly successful, it is still a relatively new 
concept in the retail industry. These exclusive lines help retailers 
differentiate their physical stores from their online space, creating a 
more cohesive consumer experience by leveraging the efficiencies 
and convenience of online shopping while creating a unique in-

store experience. 

Extend the Shopping Experience

The physical layout of a traditional store can allow a retailer to keep 
clientele inside its store for longer. Online stores, in contrast, must 
be designed for convenience in order to attract and offer value to 
their shoppers. Intrinsically, online retailers are unable to control 
how long potential customers spend on their website.

Ikea has long utilized this strategy to maximize the time spent by 
customers within the store, in hopes of raising customer revenue 
per visit. The fundamental layout of the store requires customers 

to walk through every department, 
exposing them to products outside 
their radar and thereby increasing 
potential sales. Childcare service and 
in-house dining facilities are two 
complementary amenities designed to 
further increase the time a customer 
spends in the store.

Retailers may also extend the 
shopping experience by enticing 
customers with a social setting, 
interactive activities, or restaurants. 
Partnerships between coffee shops 
and bookstores enable customers to 

browse through products and meet with friends in a social, café 
setting to discuss potential purchases. 

FAO Schwarz, the legendary New York toy store, has successfully 
enticed children and parents to spend hours perusing aisles 
of games by allowing them to play with an array of interactive, 
limited-edition toys. Most would concur that a day at FAO Schwarz 
makes for a unique and memorable experience. More importantly, 
few leave empty handed. 

In general, retailers should aim to maximize sales by leveraging the 
product exposure and level of service that only physical stores can 
offer. In today’s technology era, ecommerce is not going anywhere, 
but neither is traditional brick-and-mortar retail. It is now a 
retailer’s job to ensure that its online stores and physical stores are 
complementary, not redundant. The ultimate goal is to maximize 
profits and market share. The best way to do this is to not only 
maintain an online presence, but also to personalize and extend 
exclusive brick-and-mortar retail experiences. Learning from their 
online success, retailers can apply similar strategies to traditional 
storefronts and therefore better take advantage of the personal 
customer touchpoints that only physical retail can provide. 

In today’s technology era, 
ecommerce is not going anywhere, 
but neither is traditional brick-and-
mortar retail. It is now a retailer’s job 
to ensure that its online stores and 
physical stores are complementary, 
not redundant.
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