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Business in focus: The
retail sector
From the high street to the internet the world
of retail is ever-evolving...
he retail industry has
dramatically changed over
the last century, driven
largely by changing consumer habits
and technological advancements.
From the birth of the department
store through to the rise of mega
shopping centres and the looming
presence of online retail, the industry
is constantly evolving.
In 1909, Selfridges brought the
department store to London, offering
visitors a ‘shopping experience’ with
hundreds of inner-shops and restaurants and a small army of workers on
the shop floor ready to sell everything
and anything.
Department stores such as John
Lewis, Debenhams (and Selfridges, of
course) still play a big role in modern
retail but, like the high street, they,
too, have lost market share to US-

T

style shopping malls and the convenience of online retail.
Mall-like shopping centres began
popping up across the UK in the 1980s
and 1990s, until planning regulation
limited new constructions.
But they, along with retail parks saw
a rise in so-called “out of town retail”
which has impacted localised shopping habits.
The new planning policies prioritised development in existing town
centres, but new ones have still been
built, such as London’s Westfield
Stratford City, the largest centre in
Europe with over 330 shops.

Retail death knell?

Right now, the UK’s retail industry is
going through unprecedented change
due to the COVID-19, but let’s not forget that this is a sector that has been

under something of a rain cloud for
quite some time already. Indeed, 2019
was its worst year on record, according to the British Retail Consortium
(BRC), with many insolvencies, shop
closures, and job losses.
This has included big brands like
Maplin, Mothercare and Toys R’ Us
ceasing to exist, taking thousands of
jobs with them.
The market had been rocked by
online competition and uncertainty
caused by a potential no-deal Brexit.
As a result, some 57,000 jobs were lost
in 2019 alone.
“I suppose one of the big things that
you often see talked about is the socalled death of the high street, which
I think is kind of overplayed.” says
Graham Soult, retail consultant and
founder of CannyInsights.
“I think the hype is evolving rather
than dying," he says.
"Two of the things that have been
happening to cause that change is
out of town retail, which has been a
big thing happening since the mid 80s
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and it's still something that is happening. New out of town schemes are
still being built and in many places,
in many smaller towns. I would argue
that retail parks and out of town retail
are the biggest threat.”
Soult adds: “And then, of course,
you've got all the growth of online retail which has been taking an increasing share.
" I think, if you ask people how much
retail is online, they would probably
suspect that it's more than it actually
is because until COVID-19, only about
a fifth of all retail spend was online.”
Online retail is essentially a digital
version of catalogue shopping, with
stores using websites to promote and
sell their stock.
In 1994, Jeff Bezos began an online
book shop, which evolved into a
wholesaler of practically anything you
can imagine, linking the consumer
to shops and warehouses all over the
world.
Today, Amazon has around 40%
market share for global retail sales.
There is also the belief that online
retail has enjoyed a permanent boost
from the COVID-19 outbreak and the
subsequent lockdown, but it's merely
precipitated trends that were already
happening, according to Soult.
What’s more, online is actually
something traditional bricks and mortar stores should embrace.
“I think plenty of businesses that do
trade on the high street, do well using
the internet to basically spread the

word about what they're doing.” Soult
explains.
“I think digital is both a threat to
bricks and mortar retail, in terms of all
the all the competition from Amazon
and so on, but equally it is a fantastic
tool if you harness the power of all
these networks and opportunities
that you can generate through having
a really active social media or a web
presence or wherever else it might
be.”
“A big trend that I'm always talking
about is the growth of independent
shops,” Soult says.
“Big names may be pulling out of
high streets, but there's still plenty
of demand for independent shops to
open businesses. Some of these are
really good with their marketing and
the way that they promote themselves.
"I think it's tapping into the whole
sense as well that our high streets
may be becoming more interesting
again.”

Rates, rents etc.

The retail industry is one of the
biggest employers in the country,
offering first jobs for young people,
stopgaps for the unemployed and
flexible work for students, parents and
even the retired.
Unfortunately, it also seems to be
the first industry to cut jobs during
economic downturns and the lack of
activity in the second quarter of 2020
has already led to many redundan-

cies.
“The non-food side of the sector has
obviously had a tough time,” says Kyle
Monk, the BRC’s director of insight.
“When lockdown hit, there was an
unprecedented decline in retail sales.
In April, during that full lockdown
period, online sales rose, but that
couldn't offset the fact that there were
zero store sales for the majority of the
sector. So there [was] around 70% to
80% declines in sales by value.”

RETAIL IN FOCUS
There were a total of 306,665 retail
outlets in the UK in 2019, according
to Retail Economics. And, of that
number, around 2.9 million people
were employed by these businesses, making it the largest job-creating industry in the UK.
The sector is also a big contributor
to the country’s overall economy,
raking in £394 billion in 2019 alone.
Despite the doom and gloom narrative that the industry is under threat
from online shopping, just 19% of
its annual revenue was actually
brought in via the internet, according to Retail Economics.
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Monk adds: “There's also a big risk
for town centres. What we're seeing
is actually footfall and sales in urban
centres is just miles below everywhere else probably because people
are avoiding them.
"They see them as high risk; the
higher traffic they were previously the
high risk they're perceived to be.”
The danger to city centres has also
been highlighted by people avoiding
public transport and the current trend
of working from home.
This has reduced tourism revenue
and massively reduced the gains from
any ‘passing’ trade.
Both present a big risk to central
shopping hotspots such as Oxford
Street, which will have millions in rent
due to its location.
“People are working from home now
and they might not return before
Christmas,” Monk warns.
“Some people might not return till
halfway through 2021. When they do,
it might be on a lesser schedule. So a
rebalancing is going to have to happen
on the property side and it's where
that cost falls.
"There's a sort of looming problem
there, of which there isn't an immediate solution to.
“The risk for the government is that

business rates decline, which results
in income declining. You lose units
that were anchors, then the rest of the
centre becomes unreliable and that
has a knock on effect that dampens
the attractiveness of those properties.”

Retailtainment

Attraction is the rub of the issue
here. Enticing a public that’s fearful of
crowds but also keen on the convenience of internet shopping is the
biggest challenge for today’s retailers.
The answer, however, may lie in the
department stores of the past and the
‘shopping experiences’ first touted by
Selfridges.
New technologies and innovations
are tipped to upgrade that strategy
by creating immersive experiences
called ‘retailtainment’.
The House of Vans in London is a
great example; the urban footwear
brand has a mini skate park on the
ground floor of its Waterloo store
that provides a fun place for its target
audience to hang out as they shop.
Similarly, e-commerce platform
Farfetch provides boutiques with the
technology to present unique in-store
experiences.
The firm’s ‘Store of the Future’ is a

digital and augmented reality service
that aims to empower bricks and mortar retail with online innovations and
data analytics.
This includes internet-connected
clothing racks, touchscreen mirrors
and sign-in stations that gather a
user’s online data to use in store.
Thanks to the touchscreen mirror,
users can request other sizes or alternative products and also pay there
and then, without having to leave the
changing room.
However, implementing in-store
digital transformations of this magnitude do not come for free. In addition to additional investment, such
efforts also require different skill sets
compared to those required in the
traditional retail environment.
While most new tech can be installed and maintained by third-party
suppliers, staff members with knowledge and experience of digital technology will be an important element in
creating more online-like experiences
in-store.
New talent can bring fresh thinking
to any business, but they can only
implement effective change in an environment where they are supported
by a knowledgeable and enthusiastic
team.
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