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Levelling up physical retail:

We're shopping online more than ever before, but many of us
would actually prefer to shop in-store. At a time when many
retailers are expanding their store estate, we highlight five things
that they must do to thrive in bricks & mortar.
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Introduction
High street footfall is yet to recover to pre-pandemic levels We've pulled together our top five list of things that
— hindered by the cost-of-living crisis and many people retailers MUST DO to keep their doors open and thrive in
continuing to work from home. Activity on high streets bricks & mortar, in this new era of shopping. These
remains significantly lower than in 2019, particularly on include:
weekdays.
1. Service, don't sell
But, as we approach 2024, it's time to start considering 2. Make it joyful
this era of retail as ‘the new normal’. We need to stop 3. Entice the senses
comparing back to what it was like before COVID-19. We 4. Offer in-store exclusives
must look forward, embrace the change in how people are 5. Create a community IRL

choosing to live, work and shop nowadays - and adapt

accordingly.
raingly. We hope that you enjoy reading this report. Please get in

touch if you'd like more information or to see how the

We believe that there is a role for bricks & mortar in retail
findings differ amongst YOUR target audience.

today. There is nothing quite like the buzz you get from
making an instant purchase, something that you can ONLY
do when shopping in-store. It's clear that many retailers
agree — those that are opening physical stores up and
down the country. But in this period deemed as a ‘perma-
crisis’, retailers are going to have to work hard to ensure
that shoppers visit their stores.

Rebecca Harris, Research Director
Mustard’s retail account lead

rebecca.harris@mustard-research.com




It's a tale of two halves

The retail sector seems to be more divided
than ever, with many closing their doors
for the last time and others expanding
their estate or even taking their first
foray into bricks and mortar.

The net effect is still a picture of decline
for the high street (largely driven by the
closure of banks and the high profile
collapse of large chain stores), but the
rate is much slower than it has been in
recent years, buoyed by the increase in
takeaways, convenience stores and some
smaller, independent retailers.

According to
the British Retail

Consortium, six thousand

shops have closed down

in the UK in the last five

years as a result of
crippling business rates, a
wave of administrations
during the pandemic, and
hesitancy around new
openings.



All of these retailers are opening stores in 2023/24...
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These are the key reasons cited for opening physical stores:

Widen brand reach Increase engagement

"There are some new components that we haven't
tried in any Ikea location in the past. Things that we
think that can increase engagement.”

"We have already received a warm welcome from
customers in the UK and are excited to expand Anna
and Clara’s wonderful world to even more cities

and people across the country. Tolga Onci, Retail Ops Manager
SOSTRENE GRENE Mikkel Grene, Chief Executive and Co-owner
Create a community hub Create memorable experiences

"With so many new experiences to be discovered,
we couldn’t be more excited to welcome customers back
to our beautiful new shop! Bringing elements from Lush
concepts around the world all together under one roof is

"It was important to us to create a space that can
connect our community, with an accessible run club
for fans of the brand to take flight together,”

HSHKA varco Ellerker, SVP and GM of EMEA, Japan and Asia Pacific truly something very magical.”

LUSH Sergio Mastrodonato, Oxford Street Senior Manager
Focus on service Enable discovery
"The stores will be service-led, where you can't "UK customers will be encouraged to explore and
necessarily self-shop. A lot will be just one perfectly discover the best versions of themselves as we support
presented piece and the [store] assistants will help them in their beauty journey with a fantastic curation of
consumers and take their size.” time-tested classics and new indie brands.”

LOUNGE paniel Marsden, cEO SEPHORA chris de Lapuente, chairman and chief executive



9
But, a significant gap exists - more people prefer to shop in-
store than are actually shopping in-store.

] ] The ‘gap’ is biggest in homeware,
Shopping in-store fashion & footwear categories.

® Claimed behaviour

B Preference
54%

439 44%
41% ’ 40% s 389% 39940%
2 - 37%
. 34% 35%
29% 31%
23% 999220 24% 5%
17%I I I I I

Electricals Toys (140) Homeware Fashion (503) Sportswear  Accessories Jewellery / Footwear (373) Health / Pet supplies /
(197) (224) (191) (113) Watches (107) Beauty (326) accessories
(186)

A2b. How / where have you bought these in the last 3 months? / A3. Where do you typically prefer to buy the following?
(Base: all respondents who have bought from category in last 3 months — see figure in brackets) 6



And, shoppers intend to shop even less in-store in the next 12
months (and more online).

Future shopping intention

W |ess 22%
More 18%
16% 16%
13%
(0]
7% 7% 8%
50, 5%
Online Local High Street An out-of-town retail park An out-of-town shopping A shop in a larger town /
centre city centre store

A5. And in the next 12 months, do you think you will be shopping less, the same or more in each of the following ways?
Base: all respondents, n=600



So, many people are not
shopping in-store, even
though they would prefer

to. But why?



There are PUSH factors & PULL factors at play here...

Factors that are PUSHING shoppers away

Consumers are being put off from shopping in stores for the following reasons:

Inaccessibility

A study of 2,000 disabled people found more than 4 in 10 are
unable to visit their local shops due to 'barriers' which prevent a
comfortable shopping experience.*

Queues and crowds

Crowded stores and long lines can deter shoppers from going in
stores especially during busy periods like Black Friday and
Christmas.

Limited product availability

Consumers face being disappointed if the product they are
looking for isn’t available and miss out on the instant
gratification that purchasing in store can bring.

Have to travel to store
36% of consumers found having to travel to the store a
negative aspect of in-store shopping.**

Sales pressure

Pushy sales tactics can have a negative impact on the shopping
experience and discourage customers from visiting stores in
person.



There are PUSH factors & PULL factors at play here...

On the other hand, consumers are being enticed to shop online because they can shop 24/7
and they often feel that they can get the best prices.

It's flexible, you can shop at anytime 45%

Better prices/ can comparison shop 37%

More variety of products 34%

Easy to find what I need 26%

Ability to research products/read customer
reviews

25%

Can shop beyond your geographical area 22%

Factors that are PULLING shoppers online



It is clear that retailers need

to do things differently to
entice shoppers into stores,

and offer something that
online does not.



So, here are our
top five things that
retailers MUST DO
to keep their doors
open and thrive In

bricks & mortar.



o Service, don’t sell

We know that as a nation, we are becoming more and more concerned about
sustainability, and, accelerated by the cost-of-living crisis, more people are seeking ways
to extend the life of clothes, shoes, electronics and homewares. This presents an
opportunity to attract people to physical stores - if services or events associated with
repairs, recycling or upcycling are offered.

More than 4 in 10 shoppers state that product experts in-store or services to
repair/clean their products would encourage them to visit a store.



o Make it joyful

Half of all shoppers visit stores as a leisure activity, and purely
to browse. So, it's no surprise that Mary Portas, ‘Queen of
Shops’, advises retailers to stop thinking about the customer
experience (CX), and start focussing on the ‘people experience’
(PX). The difference is that CX has a transactional focus,
whereas PX is about connecting with people on a more human,
exciting and joyful level.

Part of this will be to explore what the brand stands for in the
hearts of consumers and the category it’s operating in - and
how it can be translated to the in-store experience.

50%
visit stores for
leisure
purposes

\ 4

This rises to 60%
amongst 16-25s



e Stimulate all the senses

In 2023 it's impossible to touch, smell and taste products in an online
environment, and being able to interact with products in real life is 5590/
cited as one of the top reasons why shoppers visit stores. e

This should be encouraged as much as possible — have products out of see / touch
the packaging, in reach and ‘ready’ to try. Have food & drink samples [ try
being prepared and cooked in the store. This isn’t just about touch, it's products

about smell and taste too — and by stimulating all of the senses,
retailers can create more memorable experiences.

Simulating the ‘usual’ environment for the product
also helps to encourage interaction it helps consumers
to get in the zone and really test drive the products. . Lush — Sinks in stores enable people to try their

products on their skin (and wash them off if needed),
or see how products like bath bombs perform when
added to water.

« Nespresso — coffee bars with staff playing the role
of baristas encourage people sit and enjoy their
coffee — increasing dwell time in-store, and of course
enhancing the experience.



o Offer in-store ‘exclusives’

This one is very simple — give people items or even
experiences, that they cannot get online. If they want
them, they have to come and get them! Our research
revealed that almost two thirds of shoppers would be
more inclined to visit a store for an exclusive item. We've
seen ‘online only’ items but what about ‘in-store only’?

Sales also present an opportunity to attract shoppers in-
store — promotions and / or discounts on in-store
purchases will attract crowds.

62%
would visit
stores for

exclusive
items

37%
visit stores for
a sale



e Create a community IRL

Many retailers have successfully created a

digital following. But, physical stores offer . Lululemon Wellness Studios — a space in

the opportunity to create a community of which third parties deliver fitness classes, such as

likeminded people in real life, by putting on yoga, and the opportunity to try on apparel.

events for people to immerse themselvesina - Waterstones Story Time — weekly gatherings

particular brand, product, activity or life- for people of all ages, where a book is read and

style. then discussed, often accompanied by other
activities.

« Mamas & Papas — monthly talks, discussion and
special offers for ‘parents to be’, giving the
opportunity to learn about key parenting topics.

Some retailers are putting on events
themselves, whereas others hire out
dedicated spaces to third parties, aligned
with their brand ethos. These events are
often held outside of typical trading hours,
facilitating an additional revenue stream.

Creating a community will undoubtedly fuel
customer loyalty, amplify customer
engagement and ultimately, boost revenue.
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