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Editor’s comment
In this, our latest report, our focus 
is on digital innovation – something 
that most retailers will claim to do to 
some degree or another and one of 
the latest buzzwords in retail. 

For pureplay retailers digital 
innovation is a must do but 
traditional store retailers, whilst 
having got to grips with ecommerce, 
are still trying to blend the world 
of online and stores through digital 
innovation and improve their 
business as result. In a survey for 
this report 92% of retail businesses 
said that digital innovation was 
either vital or very important for 
their business with nearly three 
quarters chasing additional revenue 
from it. 

We also surveyed consumers – 
finding that more than half would be 
put off shopping with a retailer that 
was slow to innovate 

But it’s not easy. True digital 
innovation requires a concerted 
effort across the business to pay 
more than just lip service to the 
concept but instead to truly deliver 
something new and exciting that has 
customers constantly coming back 
for more. 

This is a report not necessarily to 
investigate all the latest and greatest 
innovations that are out there – since 
that is something that changes by 
the minute – but more to examine 
retailers’ attitudes to innovation 
and their ability as businesses large 
and small, old or new, to rise to the 
digital innovation challenge and how 
they are reshaping their businesses 
to do so.

Innovation is about rethinking and 
creating value and delivering new 
services, products and technologies 
that will make customers’ lives easier 
than ever and of course improve 
business as a result. That means 
trying to predict what customers 
want. 

Retailers already have at their 
hand a huge amount of data that 
offers them the potential to know 
and understand their customers 
better than ever and allow them to 
innovate, change and grow. 

But managing that data -- let 
alone analysing it – has always been 
a challenge and with that data pool 
increasing by the minute efficient 
handling of data has never been 
more important. It is apt then that 
we begin with an expert view from 
Delphix, the sponsor of this report, 
looking at how retailers can make 
the most of their data to innovate 
within their businesses rather than 
simply choke it (page 4).

Innovation is at the heart of any 
retail business today – since it’s 
what the shareholders demand and 
what customers expect. Customers 
have undoubtedly been spoilt by 
some of the biggest innovators in the 
industry and expect other retailers 
to keep up. Digital innovation is 
offering even greater potential 
for change as physical and online 
worlds continue to meld together 
and the learnings of the online world 
allow retail to develop quicker than 
ever. But what does innovation 
actually mean? Why is it important 
to retailers and do customers 

even care? (page 5 –6, defining 
innovation). 

We surveyed retailers to find out 
more about how they are innovating, 
where their priorities lie and the 
challenges they face in delivering 
innovation (page 7 – 9 state of 
innovation). 

Next we look at how retailers are 
innovating (page 10 - 11 retailers’ 
innovation strategies) and then at 
how continous improvement and an 
agile environment is enabling that 
for some retailers, and why those 
with legacy systems are doing their 
best to get to the same point as their 
more agile peers (page 14 moving 
from legacy to agile). 

The last year or so has seen a 
number of retailers launch, or 
partner in, innovation labs to deliver 
and encourage faster change and 
more blue sky thinking than has 
ever been evident in the world 
of retail before and so our next 
feature examines their role (page 15, 
innovation hubs). 

Although our retailer survey gave 
us valuable data it’s the in-depth 
interviews with retailers that give 
us a fuller picture of what leading 
retailers in their field are doing. You 
can read their inspiring stories in our 
eight-page spotlight on innovation 
section (pages 16 – 23, innovation 
case studies). 

And finally we look at what 
consumers thought of innovation 
and how important it was for them 
to assess whether retailers really 
are doing enough (page 24 - 26, 
consumer survey).

INTRODUCTION 
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In retail, perhaps more than 
any other market, technology 
innovation along with the 
consumer shift to online is 
disrupting and completely 

reshaping the industry. This has 

time available to get new services to 
market (or simply play catch-up) is 
getting smaller and smaller. 

Consumers have little patience. If 
there isn’t consistency across multiple 
channels, or if the user experience is 
poor, they can switch suppliers and 
sign up on their phone in minutes using 
Facebook or Google auto registration. 

For some more advanced retailers 
this is driving a move to continuous 
improvement, the idea of incremental 
improvement over time, which places 
innovation and creativity into their DNA. 
This requires a cultural shift within the 
business as well as transforming and 
updating the underlining technology 
platforms to cope with the new digital 
world.

Clearly this is easier for retailers 
founded post millennia as they don’t 
have the legacy infrastructure to 
untangle which older retailers can 
struggle with. For all however the end 
goal for IT is to be able to run multiple 
projects simultaneously and with 
extremely fast delivery. A Data First 
strategy is essential to enable this.

Data sits at the heart of every retailer. 
Whether used to aid better decisions 
via business intelligence, customer/
supplier data, or to rapidly test the 
next great feature or application the 
underlying data is absolutely key. IT 

methodologies designed to increase 

such as Agile, DevOps and Continuous 
Delivery are helping retailers speed up 
the development process, but getting 
the right data into the right hands at the 
right time is a major bottleneck to agility 
and speed, and of course innovation.

This is because what should be 
a simple task of copying data into 
environments is arduous, taking days, 
weeks or even months. As data is so 

are shared between large teams both 
inside and outside the company. 
This kills productivity as projects 
often can’t be worked on in parallel. 
Instead one team is forced to wait for 

begin. Alternatively subsets of data 
are used, directly affecting quality and 
creating management overhead to keep 
data updated. Whether refreshing, 
rewinding or aligning different data 
sources for integration testing this data 
management takes forever - choking the 
project cycle and causing delays.

Those retailers moving services or 
environments to the cloud will fully 
understand the constraints of data. 
Migrating applications to the cloud 
requires copying data from on-premise 
data centres to third party hosting 
providers. This is a costly, worryingly 
insecure and complex exercise.

The need for speed often means IT 
has to make a tough call on a project 
between security and delays. Scrambling 
or masking the data adds more days 
or weeks to a project. Policy may even 
mean unmasked copies are not allowed, 

especially in cloud instances.
With such complexity and constraints, 

retailers need to take a Data First 
approach to their IT transformation. 
In the same way that Software as a 
Service transformed how software is 
provisioned, Data as a Service (or DaaS) 
does the same for data. DaaS centralises 
and takes control of non-production 
data, which can then be offered 
on-demand via a self-service portal 
or through automation tools. Once 
synchronised with production databases, 
DaaS allows you to make unlimited 
near-live virtual copies of data, masked 
with barely any storage footprint. 
Instead of taking days or weeks to get 
hold of data, it takes minutes. DaaS can 
sit in your datacentre, in the cloud or 
both, and integrated secure masking 
means the recipient of the data, 
wherever they are, can never work out 
the original information. On average 
DaaS halves project times and reduces 
storage requirements by 90% and at the 
same time enables continuous delivery, 
impacting the bottom line immediately

Data can be either a hindrance to or 
before enabler of innovation and agility. 
Unless your organisation takes a Data 
First approach to IT transformation you 
may well struggle to stay ahead or even 
keep up with the competition. 
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How can retailers make the most 
of their data to innovate in their 
businesses rather than simply 
choke it?

EXPERT’S VIEW
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DEFINING INNOVATION

Getting to the roots of what 
digital innovation means 

Innovation. It’s a simple word that means so much 
but is so important for retailers to stay on top of 
in today’s digital world if they are to stay one step 
ahead of both their competitors and customers in 
order to stay relevant to their market. 

And it seems retailers realise its value with an 
overwhelming 92% of retail businesses saying it was either 
vital or very important to them in our survey. 

Indeed nearly two thirds (64%) rated digital innovation 
as vital to their business and more than a quarter (28%) 
said it was very important to them. 6% said it was 
important. Only 2% said that it wasn’t important to them 
at all.

as the latest, greatest new online or instore technology. 
Jack Smith, digital director at New Look, says that for 

innovation “It’s around rethinking what we do today but in 
a way that works better and is smarter – it’s not necessarily 
about introducing new things,” he says. 

of Prey.com,  -- an international online retailer that allows 
customers to design their perfect shoes and get them 
delivered within four weeks – says that it helps to deliver 
on customer needs that the customer may not even know 
they have. “Digital innovation is currently one of the most 
powerful tools we have in being able to learn about what 
our customers need but cannot or do not articulate to us,” 
she says. 

Tom Murrell, web development manager at online 
tile retailer Walls and Floors, says it’s about delivering 
something different for your market. “It’s something that 
sets you apart from the crowd online, captivates your 
audience and makes them stick around or come back 
wanting more,” he says. 

This doesn’t necessarily have to be something brand 
new, Murrell argues. “It could be taking something that 
works well in another industry online and tailoring it to 
work even better in ours,” he says. 

Ben Robert Richardson, cofounder and marketing 
director of skates retailer FreestyleXtreme, says this can 
be highly effective. “Bring ideas that have worked in other 
sectors and add your own spin to your particular sector. 
That way you can always back a winner – an innovation 
with a proven track record,” he says. 

The customer experience focus is a philosophy that 
Annabel Kilner, UK country manager for online furniture 

What does digital innovation actually mean and why is it important? We asked leading 
retailers to tell us

Not a priority –  
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discuss 
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One of the top 
3 priorities

Vital

Very Important

Important

Not a priority

Number 1 
priority

Fully  
integrated into 

all activities 
and so not 

a ‘separate’ 
topic



about providing a new experience for the customer and 
making a better connection with the customer,” she says. 

A focus on digital innovation allows the retailer to 
keep up with change, keep delivering something new and 
ensures they don’t take their eye off their ball. “It’s about 
making sure we don’t become complacent and think that 
customers will continue to operate in the way they have,” 
says New Look’s Smith.

It also allows retailer to reinvent and reimagine the 
customer journey. “Innovation is identifying friction 
points in a product or service and then developing the 
best possible solution,” says Shoes of Prey’s Fox. “Digital 
or technology is one of the best tools we can use at the 
moment to solve these friction points really well,” she says. 

Sean McKee, head of ecommerce and customer services 

boundaries of customer experience and convenience in a 
way that’s enabled by technology.” However he says some 
retailers are just catching up rather than truly innovating. 
“It’s impossible to be unaware of innovation but there are 

will we have click and collect live,’” he says. 
The aim of digital innovation of course is ultimately 

in the digital space. This could be in revenue, customer 

His views were shared by retailers in our survey, where 
we asked what factors were affecting retailers’ digital 
innovation drives. The most popular reason given by 
respondents was revenue growth for 71% of those surveyed. 
Customer demand was the second most popular at 60% 
followed by competitive pressure from existing competitors 

at 43%, and then potential disruption from new markets, 
new entrants or new technology – both at 36%. 

Innovation is about the old adage of not being afraid to 
try something new – which means the ability to test and 
optimise throughout the business is vital. Retailers need 

before the market moves on without them which means 
that retailers also need the right mindset and culture in 
their businesses to encourage innovation. 

Many retailers refuse to even give innovation a label in 
their business. “We don’t really talk about innovation as a 
topic but just a way of working,” says New Look’s Smith. 
“For instance we rebuilt our checkout last year and there 
are a number of innovations in there but the fact that we 
reinvented the checkout itself was enough for me. I’m 
really keen that innovation is a part of our DNA rather 
than a project so I don’t want to split to off separately,” he 
says. It’s a view that many other retailers share – saying 
that innovation is an embedded set of processes and values 
within their businesses rather than a separate project. 

Digital innovation is something retailers simply can’t 
afford not to do. “You can lose business by not being a 
digital innovator,” says Murrell. “People like to be wowed 
online just like I do when I am shopping online. Users want 
a quick and seamless multi-channel experience. If you’re 
researching online you want the most relevant product and 

few clicks you want it ordered,” he says. “If you can provide 
that and wow your audience along the way you’ve got a 
good chance they’ll come back. Digital is so fast paced you 
need to keep innovating and testing otherwise you are 
behind before you know it,” says Murrell. 

This doesn’t mean that retailers should be constantly 
chasing innovation but looking at what is appropriate to 
their business model. “If someone comes up with a new 
method of acquiring customers and you don’t keep up 
you’re going to miss out but from an SME perspective you 
can’t do everything,” says Richardson. 

Schuh’s McKee says retailers need to assess where 

your business. It’s perfectly possible to be a busy fool 
chasing every possible innovation but you have to chase 

are volume/value gains to be made. It has to be where that 

says.  
Ian Cranna, vice president of marketing and category at 

Starbucks EMEA says it is retailers’ own customers who 
will tell them where ideas and change needs to be focused. 
“My best piece of advice would be to listen to customer’s 
feedback – this will always inform future innovations,”  
he says. 
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INNOVATION CHALLENGES

The state of innovation today 

Our results show that 
retailers seem  

there were some retailers who weren’t 
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INNOVATION CHALLENGES

INNOVATION CHALLENGES 

1) RETAINING FOCUS AND BEING PRIORITY LED 
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INNOVATION CHALLENGES

2) …BUT NOT BEING AFRAID TO FAIL 

3) THE CHALLENGE OF RESOURCES 

4) NEED FOR COLLABORATION 

5) MANAGING DATA 

6) PICKING THE RIGHT TIME TO INTRODUCE 
INNOVATION 
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AREAS OF FOCUS 

Where are retailers innovating? 

1) MOBILE & WEB 
The results of the survey – in which we offered retailers the 
choice of eight different areas of their business that they 
may be innovating in - showed that both the web and mobile 
led the way as the top focus, with each chosen by 77% of 
respondents respectively. 

Unsurprisingly mobile is a huge focus for retailers given 
its rapid growth in recent months and retailers are working 
hard to bring cross device functionality into play. “It’s 

impact within the past 12 to 24 months,” says Walls and 
Floors web development manager Tom Murrell. “Everyone 
knew it was on the horizon but the way people are searching 
and discovering on mobile and then completing purchase on 
desktops has really changed things,” he says. 

This in itself has changed how retailers approach 

now, then desktop. It’s important to realise that a new 

a mobile device,” says Murrell. 

2) MARKETING, PERSONALISATION AND ANALYTICS  
AND BI
After web and mobile the next most popular area of focus 
in terms of the options we offered our survey respondents, 
was marketing, with 39% of respondents focusing their 
innovation attempts in marketing. 

A number of retailers are looking at this as they seek to 

get closer to their customers than ever with 
personalisation leading the way. It’s become 
a user expectation now according to Murrell. 
“Amazon set the bar high years ago and 
it’s becoming the norm. Users will be less 
patient with a website that doesn’t tailor or 
save their personalisation preferences and 
personalisation and behavioural marketing 
automation will only become smarter and 
more integral,” he says. 

“Remarketing and the ability to target 
in-market audiences with customised, highly 
relevant messages is extremely powerful and 
giving us to ability to get inside our audiences 
or prospects heads guiding different groups of 
people along almost subconsciously, serving 
up tailored content perhaps even before they 
have thought “I need some tiles today,” says 
Murrell.

For this analytics and good business 
information is essential and our survey 
showed this was a focus of innovation activity 
for 38% of respondents. 

3) INSTORE INNOVATION 
For multichannel retailers the challenge is integrating both 

whether through existing initiatives such as virtual changing 
rooms, or location technology such as iBeacon or newer 
digital innovations to enhance the customer experience. 
Retail businesses surveyed in the report also have instore 
innovation high on their priority list with 38% focusing their 
innovation activities on instore.

However some, such as New Look’s digital director Jack 
Smith, are waiting to see what innovations really best 
service the customer in this area before investing too heavily 
instore. “We are starting to look at lot more at the store 
experience but I’m being a bit of a laggard in the store arena 
from a digital perspective and that’s on purpose. I’m letting 

digital screens instore. I want to let other retailers prove the 
value and am using other people to work stuff out,” he says. 

Part of the reason for that, says Smith, is that he wants to 
ensure a seamless blend between web and instore content. 
“Digital is basically really successful when you get your 
content right – whether that’s editorial, product or photos. 
It has to work and be really nicely joined up. I’m spending 
a lot of time thinking about features and functions but also 
content and what the message is and how we join up those 
messages. It won’t be until we have got that sorted that we 
push it out to the store environment,” he says. 

Our survey and interviews looked at how and where retailers were innovating with web and mobile 
unsurprisingly top of the list  



4) CUSTOMER SERVICES 
Retailers are realising the need to get closer to their 
customers than ever – not only better connecting but better 
serving them too and as such this is another area of focus for 
digital innovation. 

Our survey found that just over a third (34%) of retailers 
are focussing innovation on improving service to customers. 
Schuh for example introduced video help calls on its website 
last year to help aid its customers. Did their customers know 
they wanted such a feature? No. In fact not even Schuh 
did at the time – but it was impressed enough to try the 
technology when it saw it and its customers have now fallen 
in love with the new channel as they come as close as they 
can to replicating the instore experience by speaking face to 
face to an adviser online. 

5) PAYMENTS 
In our in-depth interviews with retailers payments is one of 
the key areas for innovation since there is so much current 

checkout earlier this year and is now looking at a number of 
new payment options to further augment the experience for 
customers. In our survey payments innovation was cited as 
another important priority for digital innovation with just 
under a third (32%) of respondents saying it was something 
they were focusing on. 

“Digital innovation has the potential to revolutionise the 
retail industry, particularly in the area of payment,” says 
Ian Cranna, vice president of marketing and category at 
Starbucks EMEA. “The increasing speed and convenience of 
many payment methods now means we can just select and 
collect products – often reducing the level of interactions at 
the payment stage,” he says. For Starbucks in particular he 
says payments innovation has worked well. “We understood 
that more customers were choosing to pay with card over 
cash for small transactions and were looking for faster, more 
convenient ways to pay at Starbucks,” says Cranna. 

Some retailers however are avoiding payment innovation 
for the moment. “There are certain areas of innovation that 
I will avoid such as payment because I will let the market 
decide and let the customer tell us what they want,” says 
Sean McKee, head of ecommerce and customer service at 
Schuh. 

Customer attitudes to payments are changing and 
retailers have to make sure they keep up. “Customers 
increasingly expect to be able to make frictionless 
payments,” says Robin Phillips, director of omnichannel and 
development at Boots. 

6) WEARABLES 
Despite it being a market that is still evolving our survey 
showed that wearables was also a source of innovation 

interest for retailers with 9% of respondents focussing  
their innovation efforts in this area.

This is an area that is likely to see huge change with a 
consumer study published earlier this summer suggesting 
that 45% of UK consumers already own or plan to own 
wearable tech such as a smart watch in the next twelve 
months with 65% wanting such technology to enhance the 
shopping experience and 45% to save time when shopping.

an app for the Apple Watch and wearables is also an area 
that Sam Barton, head of user experience at ShopDirect is 
looking at as the company tries to ascertain its role in today 
and tomorrow’s retail world. “Devices are becoming more 
important for the customer so people adopted smartphones 
as a shopping channel but what do watches and wearables 
and smart TV mean – how can you create engaging and rich 
shopping experiences that take advantage of those devices?” 
says Barton.

7) VIRTUAL AND AUGMENTED REALITY 
Not on the list we provided in the survey, but nevertheless 
brought up in the in-depth retailer interviews, was the issue 
of virtual and augmented reality which many said could 
transform the retail experience for their customers and on a 
basic level is already doing so. 

At Walls and Floors web development manager Tom 
Murrell says virtual reality could help the retailer in one of 
its main aims at the moment – that of inspiring customers 
on their purchase. “A new home or home renovation or DIY 
project is a highly considered purchase. We want people to 

they’ve always dreamed of,” he says. 
New technologies such as augmented reality and 

devices like the Oculus Rift could help in this aim, says 
Murrell. “It’s not exactly going to become a household 
item overnight but there could be some really exciting 
innovations with this online especially in the home and 
garden and DIY sector where you will almost be able to 
stand and look around your room before you buy it. That 
could bring a real emotional attachment and involvement 
to purchasing online as opposed to looking at an image on a 
screen,” he says. 

For some this is already happening – especially in the 
furniture / home improvement arena where scale and cost 
makes it impossible to buy and try and which allows such 
retailers to supplement the traditional showroom with the 
online detail of a site. 

Furniture retailers likes Made.com, Ikea and DFS are 
increasingly using digital technology to allow placing of 
product within an augmented reality environment and 
enable customers to design their spaces and see how 
products may transform their home. 
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INCREASING FLEXIBILITY

The move to continuous 
improvement, agility 
and DevOps

The retail industry is going through 
one of its most exciting phases 
of development since the birth of 
ecommerce, and the potential that 
digital innovation offers for retail 

businesses is explosive. New technology and the 
continuous desire to innovate and do even more to 
improve the customer experience is winning hearts, 
minds and wallets of customers and improving 
retailers’ bottom lines as a result. 

For the newest retailers – especially those 
whose very businesses have focussed on agile, 
fast development to succeed such as ASOS and 
Amazon -- that is easy. These are businesses that 

development cycles.
For others it’s not so simple. “The biggest 

challenges to digital innovation are legacy, lack of 
imagination and not creating space for it within the 
organisation,” says Shoes of Prey co-founder and 

lucky to have very little legacy within her business. 
Our survey showed that for more than half of 

respondents (53%) infrastructure modernisation  
was an area of increasing investment for their 
business as they sought to update legacy systems. 

FreestyleXtreme, at 14 years of age, is a newer 
player than some of its high street equivalents 
but has still had to deal with the frustrations and 
challenges of legacy systems within its business. 
“We really struggled and still struggle with legacy 
systems,” says FreestyleXtreme co-founder and 
marketing director Ben Robert Richardson. “It has 

trying to compete in the Grand National,” he 

years thanks to employing the right people and 
systems, he says. Within months the company’s 
transformation will be complete. “By early next  
year we will have overhauled everything. Where this 
has happened [already] we now have agility in the 
business to meet changing demands,” he says. 

At New Look legacy is a problem but the company’s 

progress in its evolution, although he warns that retailers 
have to think beyond simply the IT platform and think 
processes too. “Some of the challenges will be unlocked 

when we move to new platforms but the thing that people 
always underestimate with moving to a new model of 

change,” he says. 
“I’m a massive advocate of optimisation and continuous 

development is a way of delivering on that but we have to 

Retailers, often hampered by legacy systems, have to change how they approach development  
if they are to innovate and succeed in digital innovation 
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that solid pipeline of work that you then need the factory 
that can go through and deliver the change to the actual 
website,” says Smith. 

He admits it’s a challenge for most high street businesses. 
“I think I’m yet to see anyone who has got it done really 

where we want to get to,” says Smith. “We need to get to a 

ShopDirect’s head of user experience Sam Barton says 
agility is key to being able to deliver innovation. “It’s really 
important that innovation is built into everything we do. 
Technology is evolving and customers’ behaviours are 
changing so quickly that you always have to be on your toes 
and set yourself up with as much agility as possible to adapt 
to changes in the market,” he says. 

At Boots UK part of the function of the company’s 
Betalab, established earlier this year, was to give it the kind 

possible in the larger business “One of the reasons why we 
set up the Betalab was so that we can genuinely adopt an 
agile development strategy,” says Robin Phillips, director of 
omnichannel and development for Boots UK. 

“We need to learn and move very quickly in a way that 
we have not been able to do before so we can use that 
agile development as a training ground for the rest of the 
business and the rest of the IT team to show how we can 

allows you to operate at a pace that you couldn’t otherwise 
do,” says Phillips. 

Home Retail Group also has a 
strong focus on moving from a 
legacy to an agile environment as 
part of its Argos Transformation 
Plan and is replacing an outdated 
complex infrastructure with 
a new comprehensive digital 
architecture that will allow it to 
better innovate in the future. 
This move to an agile capability 
will allow it to develop customer 
experiences across digital devices. 

The Home Retail Group admits 
that this is the largest element of 
its investment programme and 
also the most complex change to 
make. New online payment and 
content management systems 
have already been introduced 
whilst real-times stock visibility 
across the company’s hub and 
spoke store network  
has also improved the  

customer experience. 
The retailer admits it’s no easy task with some critical 

components of the infrastructure still to be developed and 
introduced. It has also admitted that it has faced a bigger 
challenge in making the infrastructure move than it had 
anticipated with extreme online volumes and volatility 
during the trading year putting unanticipated pressure on 
the resilience and scalability of its existing systems.

It’s easy in fact for even the largest retailers to 

when moving from legacy environments to more agile 
environments. In 2014 the launch of M&S’ new website was 

issues and that the bedding down period of the site was 
tougher than expected. 

Finding the budget and resources to innovate is also 
challenging as highlighted by our survey in which 59% said 
that lack of resources and budget restricted their ability to 
innovate further. That was followed by the fact that such 

normal day to day business. 
As ever budget proved the biggest IT barrier to becoming 

more agile and adopting a digital innovation strategy with 

This has to change. “Driving realignment of traditional 
costs on infrastructure and people to technologies and 
capabilities that will deliver an agile capability is key if 
IT is to overcome the challenges of static and decreasing 

for Delphix. 
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INCREASING FLEXIBILITY

We are using DevOps 
across our organisation

We are using DevOps in 

We are currently looking 
at DevOps

We have no plans to 
look at DevOps

Don’t know what 
DevOps means
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The birth of the 
continuous job 
title (and what 
that means for 
retailers) and the 
move to a DevOps 
environment 

You’ve got to love the IT industry 

Remember the humble IT 
director? You could be hard 

are instead an abundance of roles 
that have been created in recent 
years as IT departments struggle 
to keep up with an industry that 
is often developing faster than 

In the world of retail it’s little 
different. IT directors have become chief information 

omnichannel directors with ecommerce director now 

the ecommerce director once ruled. 
Retailers are reinventing their IT teams and ensuring 

they work more closely together with other important 
parts of the business –such as ecommerce and 
marketing – to deliver as full and complementary an 
experience as possible. 

But retailers are also building talent in-house too 
with retailers increasingly investing in the kind of IT 
talent they would have previously outsourced, building 
innovation hubs for example. M&S last year invested 
heavily on building and bringing in-house its software 
engineering team in order to be able to react quicker 
than ever to change.

As businesses across industry change to react faster 
than ever to customer change, demand and the general 
forward thinking nature of business today then so 
retailers are having to follow suit too and look at new 
approaches such as continuous delivery – producing 
software in short cycles that enable them to be released 
at any time. 

Our survey showed that few were yet hitting this 
point. Half of retailers said that they operated on a 

(31%) worked on a once a quarter or less update cycle. 

Such patterns need to change. “It doesn’t matter if 
you are a traditional retailer or a new one, the need to 
provide continuous delivery on key customer facing 

applications is becoming the norm. Once a quarter or 
even once a month are no longer the desired state….
daily and weekly are the new industry benchmark,” 
says Spafford. 

This is especially important given the growing 
number of platforms that retailers are developing for. 

platforms. However 12% were developing for up to ten 
and 15% for more than ten. 

Many retailers seem somewhat frustrated by their 
ability to innovate with 37% moderately happy in their 
ability to go from commercial idea to deployment. 
This compared to only 11% who were very happy that 
all commercial ideas could be deployed in time to 
positively impact that customer. 

This suggests that a move on from agile 
environments to a DevOps strategy, where the 
development and operations teams work more 
closely than ever, is even more important to better 
deliver change and avoid being leapfrogged by 
disruptors in their industry. The survey showed that 
20% of respondents were already using the DevOps 

using it across their organisation. Nearly a quarter 
(23%) were investigating the potential of DevOps in 
order to ensure a closer collaboration of development 
and operations to speed up reaction times. 

“Retailers don’t know what’s around the corner and 
so need to have the ability to offer change at the touch 
of a button and so need to be reactive to do so,” says 
Spafford. 

Budget

People skills

Existing 
infrastructure

Lack of clear 
business 

requirements
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INNOVATION HUBS

The role of the innovation hub

A       new concept in the last year or so for a number 
of retailers has been the debut of innovation 
hubs – people and teams tasked within the 
business to develop new products, functions 
and services with a different mind-set to that 

traditionally seen in retail IT departments. 
In these environments agility and responsiveness is key with 

the isolation – to some degree at least – of resources enabling 
retailers to better focus on the future whilst also getting on with 
business today. In our survey more than a third of respondents 
(37%) said they had innovation labs within their business 
averaging around 10 people in size but for many of the larger 
retailers teams of around 100 staff are common – albeit that 
some of those work across multiple roles within the business. 

Respondents to the survey gave a range of business purposes 
for their innovation labs - from experimentation of ideas and 
designs to solving internal and customer problems and fast 
tracking ideas to pilot stage without slowing down the rest of the 
company through the normal process. 

Argos opened its digital hub in January 2014 in an attempt 
to become more agile in how it delivered new customer 
experiences. Housed above its store in Victoria the digital hub 

the last year alone and with a further 120 recruited over  
the summer. 

Staff are encouraged to think outside the box in the centre 
with a wall dedicated to a list of ideas that allows the retailer to 
think about how the company could look digitally without the 
shackles of stores. 

Developments from the digital hub have included a 

7 year olds. 
M&S launched its digital lab at around the same time, 

revealing it with the same aim as Argos – to deliver the 
entrepreneurial mentality and tech savviness of start-up 
business together with customer insight to test out new ideas 
at the retailer. As with Argos’ lab the idea is that no idea is too 
preposterous and that testing can be down quickly and easily to 
provide learnings retailer from it. 

At the same time ShopDirect took a rather different 
approach building instead a £100,000 user experience lab at its 
headquarters in January 2014 allowing it to better understand 
how customers react to changes and experiments on its 
websites. The lab features cameras, eye tracking technology and 
double-sided mirrors allowing its staff to see how innovations 
and digital changes are greeted by its customers. “A lot of our 
innovation is underpinned by customers so the user experience 
lab allows us to get under the skin of why customers are 
behaving in certain ways. Combine that with data and we can 
create an important picture,” says Sam Barton, head of user 
experience at ShopDirect. 

In June 2014 Tesco revealed the creation of its own 
innovation lab – the Tesco Labs, comprising researchers, 
designers and developers tasked with working on new 
technologies and customer experiences. The division was 
founded following the merging of the Tesco.com innovation 
team with the IT research team. The division claims it works 
in “a perpetual start-up phase”, incubating promising ideas 
to allow them the room to develop.  One of the company’s 

Boots formally announced its innovation lab project 
in June this year but in truth it’s been a project since the 
beginning of the year and now comprises an virtual team that 

around a small core Boots team of experts. “All are helping us 
create the roadmap for our digital experiences,” says Robin 
Phillips, director of omnichannel and development at Boots 
UK. Like ShopDirect the retailer has chosen a different name 
tag for its version of the innovation lab. “We called it Betalab 
as I wanted to ensure we were producing beta products,” says 
Phillips. 

Essentially its task is the same though. “The Betalab is 
an enabler of our customer strategy which requires us to be 
better at data and digital than we ever have been before,”  
says Phillips. 

within retailers a number are increasingly using hackathons 
to generate innovation too with Argos’ the kid’s wish list app 
having come from Argos’ 2014 hackathon.

ShopDirect’s head of user experience Sam Barton says that 
hackathons are being used both for internal staff and external 
partners. Although primarily coding based he says the 
concept of a hackathon – where a team are given a problem to 
solve in a limited timeframe – could essentially be embraced 
in a number of areas. “Hackathons are really interesting as a 
concept and now we are looking at how we can adopt it and 
bring in people across functions. The philosophy is also one 
we can embed in the business of creating teams and giving 
them problem statements to work through. We did that with 
a recent project where we took a team off site and worked 
through what the user case was in a 24 hour window,”  
says Barton. 

Other retailers are working with start-ups. In June last 
year John Lewis launched its JLab project – a technology 

space and advice from well-known tech entrepreneurs. 
Now in its second year the 12 week accelerator programme 

digital experiences.

Exploring the growing trend and role of innovation hubs (and hackathons) in digital innovation



Digital innovation  
in action 
In addition to our retailer survey we also carried out a number of in-depth 

16 • October 2015 • Digital Innovation

CASE STUDIES

SHOES OF PREY

As any self-respecting shoe-lover will tell you the challenge 

less than two years. 

 
she says. 

that allows its customers to create the perfect store. The 
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CASE STUDIES

JOHN LEWIS 

a transaction. The way in which customers shop with us has 

WALLS AND FLOORS
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STARBUCKS

 
per visit. 

FREESTYLEXTREME
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MARKS & SPENCER

success. 

result.  
The retailer has the largest contactless estate of any UK 

for the retailer.

MADE.COM

since it is one of the newer furniture retailers in the online 

street rivals. 

she says the retailer 

as showrooms to potential customers with owners then 
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SCHUH

 
he says.

 

SHOPDIRECT

Barton. 

Another area of focus 

us is apps at the moment. We are seeing some interesting 

scanning feature in the MyVery app that allows customers to 
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BOOTS 

A particular focus is on greater personalisation of 

ZALANDO 
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DAWSONS  MUSIC

she says.

HOME RETAIL GROUP 
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BURBERRY

fashion shows too. 

in the curators section of the Apple Music service the channel 

the year. 

NEW LOOK 
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CONSUMER SURVEY 

Why digital innovation is vital to 
keep your customers onboard

Our retailer survey showed that 
60% of retailers are innovating 
due to consumer demand but we 
wanted to know how important 
consumers themselves felt 

innovation was. Our UK wide survey, which 
surveyed more than 200 consumers aged from 
18 to 65 years plus found that more than half 
(53%) of consumers said that they would be put 
off by shopping with a retailer that appeared to 
be slow to innovate.

However we also asked what innovation meant 
to such consumers to understand where they felt 
innovation should focus. Here ease of payment, 
navigation and delivery were key priorities for 
customers with two thirds (66%) of consumers 
saying that innovation when shopping online for 
them meant that payment was quick and easy. 
The second biggest priority for consumers was 
ease of browsing and searching for products 
for 59% of respondents, following by delivery 
tracking and communications for half of 
consumers. The fourth priority concerned how 
well retailers’ apps worked with other services 
used by consumers such as PayPal and Facebook, 
for 43% of respondents. All these are key areas that 
retailers are focusing on, showing that mostly retailers’ 
efforts are aligning with customer needs. 

Retailers are focusing hard on digital innovation to 
improve the customer experience and with good reason – 
especially for online only retailers. The survey showed that 
although just over half (55%) of respondents were equally 
as loyal to online brands as they were to the high street if 
they had a bad experience whilst nearly 40% were either 
less loyal or not at all loyal when buying online if they had 
a bad experience. 

of investment innovation for retailers earlier in this report 
we were also keen to identify consumers favourite retail 
mobile applications. The results – perhaps surprisingly – 
showed that perceived brand loyalty to apps may not be 
happening. 42% of consumers said that they did not use 
retail mobile apps and nearly a third (29%) said that they 
did not have a favourite app. The most popular for those 
respondents who did name their favourite app was Amazon 
at 12% and eBay at 6%. 

Consumers have little tolerance when it comes to how 
well apps and online sites work however - preferring ease 

and speed of use to an overload of functionality. Nearly 
half (47%) of consumers said they didn’t care about clever 
features and if there was a bug, or the experience was slow, 
then they would go elsewhere. Less than a quarter (24%) 
said that they would put up with the odd bug or a slower 
experience as a payoff for lots of clever features. 

Speed and ease of use is set to be as important in the 
future too with more than half (53%) of those surveyed 
saying that they would shop wherever it was quickest 
and easiest. Just over a third (34%) said that continuous 
innovation and improvement was key to their future loyalty 
to UK brands when shopping online whilst just over a 
quarter (26%) said they would always be loyal no matter 
how good the digital experience of the UK’s global  
rivals was. 

Loyalty is set to dwindle however. 61% of those surveyed 
said that the next generation wouldn’t care about loyalty 
to UK brands when shopping online and would shop 
wherever it was quickest and easiest. 29% said they 
thought future generations would be loyal as long as they 
could see continuous improvement and innovation and 
only 10% said future shoppers would be loyal to UK brands 
regardless of how innovative global brands were. 

Whilst retailers place huge value on digital innovation what about customers? We surveyed 200 



Digital Innovation • October 2015 • 25

CONSUMER SURVEY

Whilst innovation is important to the retail 
experience and to maintaining and growing 
customer loyalty retailers differ somewhat in how 
much value they believe their customers place 
on digital innovation per se, with many retailers 
saying that their customers are simply concerned 
with having a good experience rather than 
worrying about whether retailers are investing in 
the latest, greatest tech.  

However our retail survey showed that many 
customers are demanding it – in some form 
or another-with customer demand cited as the 
second most popular factor that was driving retail 
businesses’ plans for digital innovation with 60% 

A number of those we interviewed said that 
their customers weren’t directly concerned with 
whether a company was visibly innovative or not. 
“Customers don’t care about digital innovation. 
They care about problems being solved as quickly 
and seamlessly as possible,” says Jodie Fox,  

Shoesofprey.com. 
Annabel Kilner, UK country manager for Made.

com, says digital innovation should be subtle – 
so that the customer experiences it but may not 
actually know it. “I don’t think customers think – 
ooh this company is innovative. They may think ‘I 
Iove that feature’ but they don’t think ‘I love that 
and I’m brand loyal to that retailer because they 
do all these amazing innovations’. It should be 
subliminal,” she says. 

At New Look digital director Jack Smith says 
retailers have failed if it isn’t subliminal. “My 
view is that people in the retail world come to buy 
product and the minute they become conscious of 
the digital or store experience then you are starting 
to fail. They need to be completely immersed in the 
shopping experience and the only caveat is when 
it’s so enhancing an innovation that people start to 
advocate you as a brand,” he says. 

At ShopDirect head of user experience Sam 
Barton says the company has done a lot of work 

Ms Very. “That allows us to focus on where to 
invest and allows us to understand that she isn’t 
the biggest investor in the latest technology. She’s 

and creating new experiences that are a little bit 
too advanced for her needs,” he says. 

At Walls and Floors web development manager 
Tom Murrell says consumers do like to see digital 
innovation in an online only business since that 
is their only storefront so impressions have 
to be top-notch. “Being online with no face to 

customers need to get a good feel and feeling of an 

online brand and online shop. Digital innovation 

after all if you land on an ecommerce website that 
looks like it hasn’t been updated since 1998 does 
that leave you with a positive experience that you 
can trust the company, that they understand your 
needs and can deliver? Personally I think that 
shows a lack of digital innovation and leadership,”  
he says. 

Ben Robert Richardson, cofounder and 
marketing director of FreestyleXtreme, says digital 
innovation is fundamental to any business since it 
shows businesses to be constantly trying to better 
themselves. “Innovation keeps your customers 
loyalty and gives you a message to communicate 
to your customers – you can say “We’ve improved 
this for you,” he says. 

And it can also be important simply for getting 
noticed amongst the competition Richardson says. 

they buy – it’s actually getting yourself on their 
radar to start with,” he says.

 Retailers’ views on the importance of digital innovation to the consumer
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The consumer view 
Consumers in our survey were asked what 
retailers they felt were most innovative in an open 
ended question designed to get them thinking. 
Unsurprisingly Amazon was the runaway winner for 
top of mind for consumers asked to pick what digital 
retailer they felt was the most innovative in their 
online shopping experience with around half of all 
the votes (46%). 

The second most popular choice was eBay 
with just over one in ten of all the votes (13%). 
Surprisingly perhaps was the fact that ASOS, a top 
choice for retailers when asked who they felt was the 
most innovative, received only 2% of the votes. 

The retailer view 

AMAZON 
Like the consumers in our survey ShopDirect’s head 
of user experience Sam Barton picks Amazon as the 
retailer he admires for its ability to innovate. “You 
can’t look much further than Amazon in the way 
they are looking to innovate in all areas whether it’s 
customer experience or delivery,” he says. “They 
have a big research and development capability so 
we always keep on eye on them because if Amazon 
develops something that changes customers’ 
behaviour and expectations then we have to follow 
that,” he says. 

ASOS
Tom Murrell, web development manager at Walls 
and Floors, says ASOS has long been a favourite 
of his for their ability to digitally innovate. “They 
keep me coming back especially since I can order 
something at 10pm and receive it next day. They’ve 
really led the digital fashion innovation for me and 
have made ordering and returning so easy that I 
cannot remember the last time I purchased an item 

AO.COM
Another favourite for Murrell is AO.com. “I recently 
attended an event and to listen to John Roberts 
(AO’s founder) talking was incredibly inspiring. 
Their passion for the customer experience is clear, 
their website works perfectly across any device 
and their customer service and communication is 

purchase and made it easy and effortless. Like us 
they are looking to achieve an online dominance and 
I think it’s their fast innovation that’s enabling them 
to accomplish it,” says Murrell.  

Jack Smith, digital director of New Look says he 
is also a massive fan of AO.com. “They have really 
understood how to focus on the customer and not 
get side-tracked. It’s an example of making sure you  
execute what you do and do it really well. If you put 
something disruptive in then good but there needs 
to be a reason for it,” he says. 

RIDESTORE 
As a board and riding business it’s natural that 
FreestlyeXtreme co-founder and marketing director 
Ben Robert Richardson will look at retailers in 
similar markets and as such he says businesses like 
Chain Reaction and Wiggle win his admiration. 

However he says it’s Ridestore that stand out. 
“Ridestore are a real innovator and have done some 
amazing stuff with their user interface for snow and 
motocross kits. That’s one I wish we had come up 
with,” he says. 

ZALANDO 
Another favourite for Richardson is Zalando. “From 
a logistics perspective Zalando’s set-up is extremely 
slick,” he says. I’ve really enjoyed working with 
Route Genie to get us up to that standard of delivery 

project,” he says. 

BURBERRY
Annabel Kilner, UK country manager for Made.
com says that she can’t help but be impressed by 
Burberry. “People always talk about Burberry but 
they do do a really good job instore and online,”  
she says. 

OCADO 
Another favourite for Kilner is Ocado. “For me retail 
is about getting the product you want at the right 
time and grocery retailers do that perfectly. Ocado 

experience with nothing else that gets in the way 
of that journey. It is incredibly focused on what 
you want as a customer and is a great example of 
a company that’s innovated in the right way but 
doesn’t overdo it,” she says. 

SHOPDIRECT
Schuh’s head of ecommerce and customer service 
Sean McKee says he is impressed by ShopDirect’s 
approach to digital innovation. “ShopDirect is an 
excellent example of a business that has utterly 
reinvented itself and is completely digital led,”  
he says. 

Who consumers (and retailers) admire for innovation
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FINAL NOTE

Conclusion
This report proves that digital innovation is top of mind for retailers 
in today’s climate and rightly so since it offers them the opportunity to 
build closer relationships and learn more about their customers than 
ever before. 

a smooth cross device customer journey that customers may not know 
they need, but that they certainly appreciate once they are offered it. Our 
research and interviews show numerous examples where what could be 

increasing loyalty, trust and of course spend as a result.  
As we have seen retailers are innovating in lots of different ways 

and putting huge effort into trying to understand the changes that will 
best improve their businesses and allow them to stand out from the 
competition without disrupting the customer journey along the way. 

But we have also seen that such tactics are not without their 
challenges. Digital innovation requires an agile, reactive environment in 
which to thrive – not only from an IT standpoint but from a hearts and 
minds culture viewpoint too. It also requires that retailers make better 
use of their data than they ever have before. 

It’s a challenge that for larger businesses – still somewhat constrained 
by legacy systems and bureaucracy – can be hard to manage. And yet 
our case studies section in this report shows that many are tackling such 
problems head on and delivering effective change that is enabling them 
to thrive. 

There is lots that retailers could do and Jack Smith, New Look’s 
digital director, says it’s easy to feel overwhelmed and to have trouble 

expensive distraction. “One of the biggest challenges is the pure volume 
of companies out there that have what can be really great solutions. It 
takes time working out what’s good and what’s not good and where you 
should place your focus,” he says. 

It’s a distraction that Robin Phillips, director of omnichannel and 
development at Boots UK, says, requires a ruthless mind. “Be really 
rigorous about what you are trying to achieve and what is the business 
case for it. If you don’t do that and you aren’t ruthless then you won’t be 

Wise words indeed. We have shown that there is a strong demand for 
digital innovation and that it needs to be embraced across the business 
rather than in isolation. This is a strategy that touches everything from 
people to process and technology and as our Zalando case study in 
particular shows, works best when retailers reinvent their thinking in 

It’s a subject that is changing fast and as such we will return again to 
look again at the state of innovation in 2016. 

Liz Morrell
Research Editor 
liz@internetretailing.net




