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Abstract

The Covid 19 pandemic has profoundly affected the competitive context of retail
companies. Multiple changes have occurred both in consumer behaviour, in retail
strategy and marketing channels. In particular, the pandemic has accelerated the use
of digital technology in the processes of physical purchase and distribution of retail
products, favouring new forms of integration between physical and online channels
(so-called omnichannelling).

Many brick&mortar stores have closed down, others have modified their original
logistic functions in favor of the new digital integrated ones, with a smaller number
of point of sales assuming the connotation of flagship stores with greater force. Some
cases confirm the acceleration that took place towards the integration and
redefinition of the roles of physical and online channels. The biggest retailers
empower their predominance in the global markets. Smaller operators could renew
their role by shaping new forms of collaboration to survive.

Keywords: Omnichannel; COVID19; Digital Transformation; Physical and Online
Stores; Inditex; Zara; Supply Chain; Consumer Behaviour; Retail; Global Markets

1. Marketing Channels and Pre-Covid Trends

The Covid-19 pandemic, which occurred in the first half of 2020, had strong
consequences both at the economic level, with the interruption of production
activities, and at the social level, as it strongly impacted on people's daily lives,
whereby habits and behaviors underwent a sudden change that was difficult to
predict. This occurred in a historical period in which technological innovations were
already producing significant changes as regards production and exchange processes,
which have been accelerated. Thus, it can be assumed that what has changed in a few
months, especially in the relationship between producers of goods and services,
intermediate demand (distributors and retailers) and final demand was not only due
to the Covid-related context. Rather, these changes should be read as definitive
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modifications whose direction can indicate further paths of evolution that will occur
within a few years.

The digitalization of processes has led companies, on the one hand, to adapt to new
market contexts, and on the other to integrate traditional communication and sales
channels with new digital channels (Premnath, 2021; Moses & Clark, 2020; Musso,
2012; Musso & Adam, 2020).

For example, the retail sector is rapidly moving from a well-established approach
of multi-channelling to an emerging one of omnichannel retailing, i.e. an evolution
of the multi-channel approach in which the various channels are integrated with
each other and the experience of the consumer can take place without interruption
from one channel to another. And, it is in the retail sector that the combination of
technological innovation, associated with communication technologies, and
changes in consumer behavior, bear the impact on economic and social relations.

This paper aims to explore the impact of the COVID-19 pandemic on the retail
sector, identifying the evolution patterns from multichanneling to omnichanneling.
Future possible post COVID trends for large and small retailers are identified. The
analysis is based on a literature review using the Scopus database and some other
relevant sources. Using “Scopus”, the research was based on keywords “Retail” and
“COVID-19” and limited to Business, Management and Accounting section. Out of
the 126 articles reviewed, 58 were removed because they were not related to the
objective of this paper. 68 articles were selected to inform the analysis and the
discussion of the results. Table n.1 shows the three key issues of academic studies
which were identified.

Table 1: The Issues of Academic Studies in Retail and COVID 19

Issues No. of documents
Changes in Consumer behaviour 24
Retail marketing strategies 31
The importance of retail supply chain 12

2. Analyzing the Impact of the COVID-19 Pandemic on the Retail Sector

Before the pandemic, the rapid development of digital technologies and the search
for innovative solutions in the production of goods / services and their distribution,
spurred change in the way in which consumers use products and services (Bacile et
al., 2014). Services have become a fundamental tool for adding value to products.
Technological development, as the main driver of innovation in the modern
economy, has increased the demand for innovations in services, so that even
companies whose production was basically traditional, are changing their approach,
opening room for more services in their product offer (Pantano et al., 2018). This has
forced a change in marketing activities, that have shifted their focus by highlighting
the role of the consumer as a co-producer of the service itself (Chathoth et al., 2013).
It is therefore worth investigating the impact of the pandemic on marketing activities,
on consumer behavior, as well as on the supply chain/channel perspective.
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2.1 Changes in Retail Consumer Behavior

COVID-19 and quarantine have influenced the consumer behavior both negatively
and positively (Tanveer et al, 2020). Many studies have modelled the change in
shopping behavior for retail products before and after the pandemic (Pratiwi et al,
2021; Jiang & Stylos, 2021). Psychological factors such as uncertainty, perceptions
of severity, perceptions of scarcity, and anxiety have resulted in consumer panic
purchasing behavior (Omar et al, 2021).

Hall et al. (2021) provide evidence of spatial and temporal displacement of
consumption based on consumer spending patterns.

Consumers now have higher expectations for in-store safety, hygiene practices and
empathy; they have reduced the frequency of store patronage, travel time, and in-
storepresence; they have shifted away from regular shopping habits and destinations;
and they have spent more across various types of online grocery shopping platforms.
(Wang et al, 2020; Yang et al., 2021; Itani & Hollebeek, 2021).

Consumers use e-commerce to react to, cope with and adapt to periods of
restrictions of freedom of movement (Guthrie et al, 2021). The pandemic has acted
as a catalyst for integrating e-commerce into the retail ecosystem, especially during
lockdowns (Beckers et al, 2021).

E-commerce retail entities operating in countries where the mall culture is
prevalentshould formulate their strategy to accommodate the shopping preferences
of both online and in-store customers (John & Dani, 2021).

During the COVID-19 pandemic, perceived health risk as well as security, privacy,
reliability fulfillment, and service recovery affected online shopping behavior
(Fihartini et al, 2021). The protective measures adopted by retailers against the
COVID-19 virus significantly and positively influenced customer safety during
shopping, their attitudes and satisfaction, which resulted in an increase of their
behavioral intentions towards new integrated forms of digital and face-to-face
shopping (Untaru & Han, 2021; Kazancoglu & Demir, 2021). Retailers are expected
to re-design their business settings and adopt protective and preventive measures to
encourage visitation of their stores (Filimonau et al, 2021), to improve customer
satisfaction towards web stores (Mofokeng, 2021; Thaipradit & Tantong, 2021).

In fact, in the aftermaths of the pandemic, consumers are more inclined to shop on
omnichannel if they believe the benefits outweigh the risks (Chatterjee et al, 2021).

2.2 The Impact of COVID 19 on Retail Marketing Activity

Pantano et al. (2020) synthesize the challenges that retailers are facing during the
COVID-19 emergency, from the perspective of both consumers and managers.

Technology is changing retail (Siriwardhana et al, 2020) and affects shoppers,
retailers, employees, and suppliers (Shankar et al, 2021)

Digital customer experience is important and it can be used to create a competitive
advantage, to evaluate the various challenges for traditional retail businesses that
undertake a digital transformation strategy (Schoeman et al, 2021).

In advanced retail market, large retailers are dynamic and adapt their marketing
strategies to the changes in consumer behavior with multiple players and formats
(Pradhan & Bhatkal, 2021).

The interplay between capacity, pricing, and online retailing mode are affected by
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the absence/presence of the pandemic. A new equilibrium between the Brick &
Mortar retailer and the Online-to-offline (O20) platform provider is necessary (He
et al, 2021). Grewal et al. (2021) highlighted a strategic Wheel of Retailing in the
new technology era. Technology is the core enabler of the strategies related to the
6Ps of retailing (retail place and supply chain management, product, pricing,
promotion, personnel, and presentation) and to maintain the service capacity of
sustainable operations in retail stores (Milman et al, 2020; Zhou, 2020; Chang, 2021;
Gupta et al, 2021; Jafarzadeh et al, 2021).

Online shopping by mass consumers has increased significantly during the
pandemic (Showrav et al, 2021) and retailers should develop strategies to protect
them and understand that the use of technology will become the new normal (Khaled
et al, 2020; Northington et al, 2021; Park et al, 2021). Digital and social media
marketing strategies, including campaign development, implementation,
measurement and results and an immersive in-store experience offered to customers
could increase purchases within physical store locations when social distancing
directives for COVID-19 are fully lifted and business returns to normal (Smith,
2020). Therefore, retailers should develop new strategies and plans to increase sales
volume and create strong relationships with online customers by providing
trustworthiness and security in buying practices (Lavuri, 2021).

The omni-channel strategy seems suitable to respond to the challenging retail
landscape (Zhang et al, 2021). In fact, in the post Covid world, Brick & Mortar
retailing will not only survive but also thrive by repositioning from selling
merchandise to offering value-added services and from a low-tech to high-tech
experience in the store (Sheth, 2021).).

2.3 The Pivotal Role of the Retail Supply Chain

Some studies show the importance of supply chain management especially in retail
supply chains during the pandemic. Love et al (2021) highlight how the reality of
COVID-19 is affecting producer establishments differently, depending on many
factors including their market channel (Bretas & Alon, 2020). Many large retailers
are designing/redesigning a resilient retail supply chain network under uncertainty
(Alikhani et al, 2021). The adoption of lean manufacturing/agile philosophy in retail
business will have a huge positive impact on customers’ satisfaction and may lead to
minimize the negative impact of COVID 19 (Mefi & Asoba, 2020; Abdelhadi, 2021).
A “Collaboration Efficiency” is a main criterion for accelerating the performance of
retail supply chains in a dynamic digital social environment (Sharma et al., 2021).
Traceability system; the adoption of electronic data exchange (EDI), radio frequency
identification (RFID), and blockchain are amongst the most significant tools with a
positive impact on the performance in retail supply chains during and after the Covid-
19 pandemic (Sathyanarayana et al, 2020; Masudin et al, 2021; Burgos & Ivanov,
2021).

The optimization of resources to overcome the negative impacts of the pandemic
and improve retailers’ competitiveness require important investments with a
structured approach upstream, internal and operational, and downstream and with
respect to customer perspectives.

While some large retailers as Marks and Spencer have implemented ad hoc
solutions (Schleper et al., 2021) all retailers that want to strengthen and improve
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resilience are called to reshape their supply chains to respond to the meets of
emerging consumer behavior. (Montoya & Flores, 2021; Su et al, 2021; Cole &
Shirgholami, 2021).

3. From Multichanneling to Omnichanneling

Such a new vision has led to changes also in marketing channels, for which both
producers and retailers have been stimulated to develop ad hoc abilities to integrate
their traditional knowledge and skills with those emerging from the interaction with
consumers. (Ngo & O’Cass, 2013). Among the major changes that have occurred,
there are three that have resulted in greater impact: proximity marketing, self-service
technologies and augmented reality.

Proximity marketing is a consequence of the diffusion of smartphones, which
favored the development of location-based services, which exploit the integration
within the smartphone of technologies for the detection of the geographical position
(Global Positioning System - GPS) or the proximity of an information exchange
device (Farrelly, 2012).

Proximity marketing is defined as an emerging marketing method based on real-
time mobility and geolocation of consumers, through wireless and interactive
technologies (Wi-Fi, Bluetooth, Near Field Communication etc.). In addition to
interaction, another typical feature of proximity marketing is the personalization and
sending of content at specific times and places: it is therefore defined as a marketing
service that allows creating and sending to specific targets personalized and
contextualized contents directly on the smartphone equipped with a special app
(Levesque & Boeck, 2017; Willems et al., 2017).

It is thanks to the combination of these technologies with other tools and formats
(such as apps, push notification, mobile advertising, etc.) that it is possible to develop
proximity marketing strategies (Dmitry, 2013; Namiot & Sneps-Sneppe, 2013).

From a consumer perspective, this technology is used to fuel and leverage word of
mouth, by writing/consulting reviews of shops, restaurants and other businesses via
mobile applications, and this allows for a consumer-powered connection between
retailer and consumer (McCormick et al., 2014).

With reference to the second point — self-service technologies — they are stimulated
by companies because they help in reducing operating costs when providing the
service. However, consumers show a growing interest in pleasant experiences at the
point of sale and not always they derive a positive perception from the use of these
technologies. Therefore, their impact on the quality of the service must be compared
with that of the service provided by the store staff (Demirkan & Spohrer, 2014). Their
effectiveness may better emerge in more traditional retail environments, where
consumers often feel discouraged in terms of inadequate services, such as long
waiting times at the checkout or for staff assistance. To this end, new technologies
have started to be experimented within the points of sale, as in the case of Amazon
Go stores (Polacco Backes, 2018; Ives et al., 2019) or in the context of fashion retail,
with the adoption of smart mirrors (Luce, 2019), which allow a dress to be overlayed
on the customer's reflected image, thus allowing him to try on various garments
without having to physically wear them and without the assistance of the sales staff.

The example of smart mirrors recalls the third key change, that is, augmented
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reality. Augmented reality is defined as "a technology that allows to combine reality
and digital information generated by a computer within the user's field of view so
that they appear as a single environment™ (Olsson et al., 2013, p. 288). The
applications can involve the use of smartphones or the creation of digital kiosks that
can perform various functions: in addition to being a simple mirror, digital kiosks
can also act as a multimedia totem to view the catalog of available products or as
digital signage, or can be used for self-checkout for the payment of the purchased
products. In addition, with QR code technology, offline communications can be
integrated with online communications.

As seen so far, recent technological advances in mobile devices and augmented
reality are reducing the difference between producer-consumer interactions and
retailer-consumer interactions. In both cases, the mix of offline sensory information
and online content makes an increasingly complex integration between marketing
channels (Brynjolfsson et al., 2013). These advances have led to the growth of
omnichannel retailing as an evolution of the multichannel approach.

With multichanneling, the consumer has the opportunity to carry out the purchase
process both through online channels (computer or smartphone), and through offline
channels (physical store). This involves numerous challenges, identified by
Rosenbloom (2007) in the following: creating synergies between channels, building
strategic alliances, finding the optimal channel mix, creating a sustainable
competitive advantage. Moreover, multichannelling increases the complexity of
consumer behavior, making more complex pricing and brand strategies.

The potential of multi-channel strategy is expressed through six dimensions of
integration (Oh et al., 2012): advertising, sharing of information on online and offline
transactions between the various channels, consistency of information on prices and
products between channels, interchannel access to information, possibility for the
consumer to define the channel of delivery or collection of the product and payment,
access to customer service whatever the chosen channel.

An evolution of the integrated multichannel concept is represented by
omnichanneling, which is currently one of the most important drivers of the evolution
of relationships between consumers, on the one hand, and producers and retailers on
the other. Omnichannel retailing consists of an advanced integration between the
various channels that allows the consumer to have a seamless experience despite the
use of various channels and devices to access them. McCormick et al. (2014) list the
main elements that characterize this approach, which are:

— Simultaneous use of channels by consumers for shopping, especially among
younger groups;

— Consumer connectivity, which exploits various retail channels through digital
means, taking over the shopping experience;

— Unified vision of the customer by companies, which exploit various channels
through a high degree of sharing of data on customers and the way they interact
with companies;

— Continuity between the customer experience in the retail environment and the
interaction developed with the manufacturers' brands;

— Consistency which becomes essential to avoid that an inadequate experience in
one channel is also projected on the other channels since the consumer is not
afraid of changing brands or retailers.

Edited by: Niccold Cusano University ISSN: 1593-0319

147


http://symphonya.unicusano.it/

SYMPHONY A Emerging Issues in Management, 2, 2021
symphonya.unicusano.it

This new type of structure involves the breaking of old barriers such as
geographical ones or those linked to the reduced capacity for comparison of
consumers (consequence of information asymmetries), thus entailing a radical
change in planning communication and commercial strategies for both producers and
retailers, who will tend to have greater attention to content, attractive prices because
they are subject to constant comparison, exploitation of data and profiling power
(data from social, mobile and even physical channels), diversification of products
and brands, niche specializations combined with bundling policies (construction of
customized packages of products / services), emphasis on product knowledge
accumulated by the consumer in the various interaction (Brynjolfsson et al., 2013).

Consequently, the boundary between manufacturers and retailers becomes thinner
with the increase in collaborations between the two parties, up to possible
integrations upstream by the retailer or, vice versa, downstream by the manufacturer.
The supply chains that generate greater value for the consumer are destined emerge
in the long run and the greater degree of transparency, in addition to speeding up this
process, also produces a "winner takes all" effect, for which retailers and producers
must find the area where they better can take an advantage truly the best. In this
context, services become a fundamental ground for guaranteeing the customer a high
level of satisfaction with the shopping experience.

4. The Channels to Come: Post-Covid Trends

The most substantial impact of the Covid-related emergency was the sharp
acceleration on the changing processes that were underway, with a shift to
multichannel and omnichannel strategies. However, the road traced is pushing
towards further changes, the main features of which are outlined below.

The first change concerns the e-commerce trend. Medium-term forecasts point out
an upward trend of e-commerce, but with decreasing annual growth rates (Fig. 1).
This may mean that online sales will become more relevant, but this will not lead to
a picture of total disintermediation. In any case, the online presence is already
pushing some retailers to shift their focus on e-commerce, by closing a number of
physical stores. What will remain of brick and mortar retailing will be flagship stores
or stores enriched with services and, depending on the assortments, capable of
allowing the co-production of products / services or participation in experiences of a
mainly social nature. Offline purchases will tend to prefer neighborhood stores and
local / national brand products (Accenture, 2020).

O Inditex group declares its intention to close 1,200 Zara stores,
mainly in Asia and Europe. These are the smallest stores, while
energy and investment will be focused on iconic flagship stores that
have an integrated online-offline concept. Investment in e-
commerce is a priority for the future based on a hybrid model that
marries bricks and mortar and mobile apps. In effect, in October
2020, Inditex opened in Beijing, the first Zara store that deeply
embraces the new omnichannel development project of the group.
The store as a shop window uses various technologies to offer the
consumer a fully integrated experience including mini-distribution
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hubs which support online purchase with the preparation and
fulfillment of online orders (Dombey, 2021).

Figure 1: Retail E-commerce Sales Worldwide from 2014 to 2024 (in billion U.S.
dollars)
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With the integration of new services within the point of sale, the store staff is
required to develop a new set of knowledge or a higher level than those already
owned in order to make the shopping experience better and more enjoyable for
customers.

o An example of this is the Elena Miro brand and its new service
called “Shopping Smart Box” (Zanin, 2020) with which a member
of the store staff chooses some items to send to the customer who
requested them, then keeping only those that are of interest. So,
store staff must be able to understand customers’ tastes and advise
them on the solutions they believe will be most successful, a skill
that was already important before, but which now plays an even
more fundamental role.

The evolution of e-commerce will bring to an increasingly important role of
marketplaces, that are the digital equivalent of department stores. Marketplaces are
standing out for their ability to attract users and offer services that many brands alone
would not be able to support, most of which are logistics-related services. Currently,
50% of e-commerce revenue from the sale of products is generated through
marketplaces. Food, design, home furnishings, and fashion are the most active
sectors on these platforms, with the use not only of generalist online stores but also
niche marketplaces that, especially in the world of luxury and fashion, are having
great success.
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A second key trend concerns the supply chains. For decades, the core features of
supply chain management were globalization, low-cost supply, and minimal
inventory. To increase the quality of consumer services, supply chains will have to
be reorganized giving priority to their soundness but at the same time they will have
to be more agile and flexible throughout the entire value chain. This will require
further development in the efficiency of vertical relationships, also supported by
increased data analytics capabilities. To shorten the time of all processes, some
brands may have to move production or sources of products, in order to get closer to
their target markets and this, in addition to advances in technologies (Internet of
Things and 3D printing), may lead to a downsizing of the global division of labor as
it has been experienced until now. In any case, logistics will play a key role in this
case and the players who will make the largest investments in this field will be able
to gain a decisive competitive advantage.

The third area of change relates to the consumer purchasing processes, on which
further technological developments will exert a strong influence. Augmented reality
will continue to develop further through the integration of localization and display
devices directly into optical devices, as in the case of smart glasses (Ro et al., 2018),
and more advanced solutions are already being tested through the plant of interface
devices directly connected to human nerve terminals (Kim et al., 2020), with the
perspective of creating connection systems capable of interacting directly with the
cerebral perception system of people.

With the use of augmented reality, customers will be able to better understand their
needs and if the products that they intend to purchase meet their demands. Both
online and offline retailers have already started to experiment with augmented reality.
Companies are using it not only to enhance the customer experience but also to allow
shoppers the ability to test and explore products in the way that they would do during
an in-person shopping experience.

This will amplify the potential of omnichanneling in the direction of
metachanneling that will be more pervasive and able to further integrate the online
and offline interaction.

At the same time, however, the demand for offline products and services will be
oriented towards an emphasis on proximity, personalization and consumer active
involvement, leading to the strengthening of those retail formats that can combine
offer differentiation, atmospheres, entertainment, food tasting and social interaction.
Independent operators will be able to exploit interstitial spaces complementary to
leading brands (both of producers and retailers), but the largest part of the market
will be in the hands of big players, who will be able to better exploit data analytics
and artificial intelligence to profile consumers and anticipate their needs.

5. Concluding Remarks

The Covid19 emergency has shifted the focus of retail marketing strategies from
the physical dimension of sales to the digital one. Some processes already underway
have accelerated, while others, previously inconceivable, have become part of
everyday life.

The pandemic crisis has accentuated the digital transformation of retail by
accelerating the development of advanced omnichannel solutions.
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Academic studies on post Covid19 in retail have highlighted three main drivers:
changes in consumer behavior; the redefinition of retail marketing strategies and
sales spaces; the importance of adapting the supply chain.

The pandemic has changed consumer behavior, forcing retailers to adapt to a new
normal, characterized by digitalization and flexibility.

With the redefinition of the role of physical stores and related spaces, a downsizing
of store networks has occurred. The process — which was already underway before
the pandemic — has now heavily accelerated.

Omnichannel strategy also requires, an upgrade of supply chains which can be
difficult and costly to implement. Organizations must undertake broader and deeper
transformations to meet growing consumer expectations in terms of consumer
experience, personalization and delivery speed, while keeping delivery costs in check
(Graf et al., 2021).

The challenge is epochal and seems to foster a further affirmation of the dominance
of the largest retailers. The smaller retail operators seem to have little chance of
success. However, some possible alternatives for small and medium retailers may
still be valid. In particular, the development of partnerships with the largest retailers
can make small entities as local reference for a renewed information and logistics
function of the points of sale for consumers of this new digital era.
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