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Covid-19: An accelerator for
the transformations already initiated

The crisis will accelerate the structural changes
that were already happening in Retail.

Increase online business penetration

Boosted by the confinement (forced conversion effect), online business penetration
is increasing and more established in purchasing behaviour at the expense of brick
and mortar stores and the physical contact it generates. Those habits will then last
naturally.

Powerful upswing of ‘deconsumerism’

With confinement, customers are used to buying less. The post-coronavirus
recession will only speed up the nascent ‘deconsumerism’ (decrease of purchasing
power), which will amplify reassessment of the consumerist model, already shaken
by the rise of environmental awareness. This evolution will be more accentuated
for Millennials, whose political thoughts and socio-economics behaviour will evolve.

Reduction of square metres and of store networks

The health crisis and recession will be disastrous for stores already weakened,
speeding up the restructuring of the “resilient” networks around the more profitable
units. We will need to purge the square metres stronger and faster than initially
planned because online growth was already creating a surplus. Impacting all the
brands at the same time, this evolution will also weaken department stores and the
commercial property landscape.

Decrease of merchandise volumes

The Spring-Summer 2020 fashion collections will be massively discounted. Between
the order cancellations and the productions issues, Autumn-Winter 2020 will be
done mechanically with lower volumes. The funds will then run out to finance the
following seasons, which will also be done at lower volumes. A constraint that can
also be an opportunity.
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Covid-19: The forced opportunity
to learn to do much better with less

It is not time to adopt a step-by-step evolution anymore:
the Covid-19 crisis has imposed a comprehensive and quick revision
of the Retail business model, which is a condition to resiliency.

Sell less but better: from a Sales-engine logic
to a Margin-engine logic

The resilient Retailer will have to maximise the profit produced on each item rather
than thinking about large, mass selling. When the offer is reduced on the sales floor
and there are less customers, each item counts. The numerous waste areas that were
a habit in product jour-neys like discrepancies from suppliers and carriers, external/
internal shrinkage and NOSBOSS are over. The sales of half of the stock during sales
period that undermine the sales result are over too. Finally, it is the end of outrageous
logistic costs for the online business that create a loss of 20 points of margin per
item in comparison to the sales in stores. It will not be a question of selling by any
means but to sell at the best price while creating new de-stocking models.

Reinvent the value chain: from an approach
in silos to a unified demand chain

To be able to keep a maximum of stores and staff while restoring its financial
situation, the resilient Retailer will have to redistribute the cards between its value
chain stakeholders. Working in silo mode, which multiplies costs and constraints is
over. The prehistoric model of the separated selling channels at the time of omni-
channel purchasing is over. Time is not to rigidity anymore, it is the time for global
brands links working in synergy, sharing functions and competences.

Turn a constraint into an opportunity: “accept what

you can’t change but change what you can”

Paradoxically, the periods of crisis encourage transformation projects since this
emergency state is breaking the ideological latch bolts and facilitating accession
to change. This is true for stakeholders whose risk assessment mode will be
profoundly modified and who will be much more receptive to innovation projects
and changes. It is also true for the internal techno-structures much less inclined to
petty squabbling and to the autonomous strategies when the challenge is to keep
the company alive. The resilient retailer will know how to take the opportunity of
this inevitable appetence to change the rules of the game.
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The resiliency levers
are known and available

Resilient Retailers are not compelled to reinvent themselves
starting from scratch: they just need to implement the main levers
that have been explored over the past few years.
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Achieve omni-channel
transformation
and boost your

delivery strategy

The resilient Retailer will have to
maximise the profit produced on
each item rather than thinking
about large, mass selling. When
the offer is reduced on the
sales floor and there are less
customers, each item counts.
The numerous waste areas that
were a habit in product journeys
like discrepancies from suppliers
and carriers, external/internal
shrinkage and NOSBOSS are
over. The sales of half of the
stock during sales period that
undermine the sales result are
over too. Finally, it is the end of
outrageous logistic costs for the
online business that create a loss
of 20 points of margin per item
in comparison to the sales in
stores. It will not be a question of
selling by any means but to sell
at the best price while creating
new de-stocking models.

Move to predictive
and efficient big data
by converging all
the data

The resilient Retailer will know
how to merge all the customers/
products interaction data, from
stores and from its website to
leverage all the information it
offers. It will not have to wait
on translations in the numbers
to detect the trends at the
beginning of the season (best
and worst potential) and the
inflections of the demand over
time. This ability to predict will
be valuable in sourcing and in
supply. The convergence of the
interaction data will also allow
the resilient Retailer to maximise
the customers shopping baskets
over time, by remembering each
of the customer’s intentions
not converted to reactivate
them in omni-channel mode.
The resilient Retailer can then
compete with pure players in
CRM performances.
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Purchase better
and less by only

puying what you
can sell

The resilient Retailer will not
be forced to take a risk with a
unique order at high rates on
items that will end up being sold
during sales periods. Its ability
to detect trends will allow it to
sequence its purchasing or-ders
to maximise their relevance. It
will start by implementing a large
stock but with short volumes (in
stores and online) to identify the
Best by limiting its engagement.
It will then be able to complete
its supply by focusing only on
those items with high selling
potential. This second wave will
be ensured in close sourcing to
reduce delivery delays and thus
increase the identification period
of the Best and the relevance of
the second purchasing wave.




The resiliency levers
are known and available

Resilient Retailers are not compelled to reinvent themselves
starting from scratch: they just need to implement the main levers
that have been explored over the past few years.
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Develop open
ecosystems

The resilient retailer will not act
alone but within an open and
dynamic ecosystem. To sell, it will
use new intermediates, whether
it is existing partners better
integrated into the omni-channel
domain (suppliers, affiliates),
or to players that will enlarge
its target and/or its geographic
coverage (marketplaces).lt won’t
settle for reducing destocking,
but will drive it in a dynamic
fashion by directly preparing
the orders from third party
partners like Asos in its own
omni-channel sites to reduce the
intermediary costs while more
quickly identifying the items to
treat in order to destock earlier
with a lower markdown. Finally,
to deliver to the final client at the
best cost, it will develop original
partnerships with players in
research of additional activities,
like Uber, that he will be able to
feed from its omni-channel sites.

Develop a real

demand chain

Making available at the
right time and at the right
places the products that the
consumer is looking for while
minimising the stock: that will
be the accomplishment that the
resilient Retailer will be able to
achieve daily. It will succeed by
associating predictive capacities
and logistics flexibility. The
resilient Retailer will know how
to anticipate permanently the
needs of his different channels.
It will feed them into Ilean
production thanks to new levels
of regional or local supply
(warehouses or stores turned to
pick-up points) bringing closer
the contact points between
stock and the final customer.
It will also resort to the systematic
rebalancing between sites based
on local changes to maximise
the exposure relevancy and the
chances of mobilisation of each
unitary item.
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Digitalise the stock,

the poor cousin of
retail digitalisation

Thanks to digitalisation, the
resilient Retailer will control
his inventories at the wunit
level, continuously and in real-
time, from the factory to the
POS checkout, since it will be
connected all the time to each
item along the supply chain.
This ability to track live the
evolution of the offer available
for sale is less a technological
leap  (connected inventory)
than a logic leap since 100%
accuracy is a prerequisite for the
evolution of the business model
(omni-channel, supply, buying,
operations): it is not possible to
work without a unified, accurate
inventory updated in real-time
while inventory depths will
inevitably be reduced.




The resiliency levers
are known and available

Resilient Retailers are not compelled to reinvent themselves
starting from scratch: they just need to implement the main levers
that have been explored over the past few years.
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Hyper-mutualise the strengths and competences

The resilient Retailer will know how to identify and leverage, within its network, all the available synergies. It
will associate in mixed sites (multi-brand stores) brands targeting the same profiles of customers, or even
complementary targets whose supply models are close. Online will put in common products, based on
the same logic or a part of their selling channels (internal marketplace, across Click & Collect) to exploit
better each visit/customer in a fierce competitive environment. To this front-end mutualisation will respond
and mutualisation of the back-end means - whether we are talking of supply (creation of shared pick-up
locations, local or regional, to bring the inventories together and reduce the store’s needs), of the online
orders management (preparation, delivery), or of the destocking process (common routes, cross destocking).
With hyper-mutualisation, the resilient Retailer will be able to transform heterogeneity into a strength.

So, what is needed now?

Develop and quickly implement a specific action
] plan that will respond to this new business model
for all the stakeholders.

2 Adopt an agile and quick implementation
methodology of the value drivers’ themes.

Mix internal resources and specialists’ ecosystems
3 to prevent the show-stoppers and increase speed
and execution excellency.

— T
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Being resilient, it is getting in action

To not suffer from the after-covid-19 period,

we need to build this right away. Operating instructions in 3 stages.

Stage 1
DEFINE THE BIG HYPOTHESIS AND THE EVOLUTION DRIVERS OF YOUR BUSINESS MODEL

[Omni-channel feature]
Less stores but more
performing stores
[ Supply feature ]
USE AND
REALLOCATION Store delivery
OF THE M2 / RENT
Picking
A new type of .
> . ) .o Online customer orders
hub regional” site
Customisation and
other customer services
Sequencing the buying
(1*t implantation, detection & Best recommendations)
MERCHANDISE /

BUYING
Ultra-short supply circuits (Best) j

C Decrease of the store inventory

SUPPLY AND C Implement a regional nearness inventory )
DATA DRIVEN
DEMAND CHAIN Clmplement a regional supply loop / dynamic rebalancing of the inventories between sites)

C Implement a “logistic customer” model

C Stocks rebalancing )

—>[ Circular commute C Stores replenishment twice a day in peak-time )

C Customers’ orders delivery )

[ Deck type Uber )
—>[ New options
[ Other local providers specialist )

of the end shipping

Total reconversion
(picking, carrier, customisation, etc.)

HR / OPERATIONS

(stock handling and online parcels)

New features and store organisation ]
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Stage 2 Stage 3
IDENTIFY AND ASSESS THE ADOPT THOSE USE-CASES

RELEVANT OPERATIONAL USE-CASES, IN A “LAB REGION” HEAVILY
ASSESS THE IMPACTS AND THE GAPS IMPACTED BY THE CRISIS

WHY A FULL-SCALE PILOT?

Discrepancies with S~ ~
existing and impacts : To define and quantify the
: impact and the prerequisites
_ of a full-scale deployment )
ﬂ( I ) a _ N
: To sort out the real drivers
and the fake “good ideas”
HC Supply ) ~ ~
: To prioritise the allocation ways
C Operations / stores ) and the deployment phasing
based on an observed ROI

Warning: few components of the ROI
such as the impacts of a new buying
strategy will be modelled

To determine between the options
of outsourcing and insourcing
(via reconversion)

Development or innovation

J

a ™\

To measure the customer
satisfaction

o J

WHAT PRACTICAL METHODOLOGY?

( " )

L( Outsourcing a comprehensive )
Preliminary costings IT platform including

A TMS (transportation management system) module

: An IA / Data Science module

Required tools

Your other missing required modules

) Integrate your current flows
and modules with the platform

KPIs and
measuring elements

[ Supply j
I—»C Define the consumer pool )

Rent a site or convert in
“store-warehouse” one or

several of your existing stores

attempt ROI

[ End shipping

Experimentation

LC Contract with your suppliers )
( Use of platforms type Uber )

—»C Internalisation
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