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OMNICHANNEL IN IMPROVED
PROFITABILITY IN RETAIL

The relationship between omnichannel and the profitability of the trading business
is substantiated. The expediency of using the omnichannel approach in retail has been
proved in view of the current realities caused by the COVID-19 pandemic. Metrics of effi-
ciency of application of the omnichannel approach are given.
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Background. World realities encourage businesses to diversify their
approaches to doing business, in particular, this applies to trade.

The development of e-commerce and research on consumer behavior
show that in order to ensure competitiveness, quality satisfaction of custo-
mer needs, and thus increase the conversion rate, retail should conduct tra-
ding activities on various possible platforms.

The quarantine restrictions caused by the COVID-19 pandemic have
significantly affected the ability to purchase goods. It is obvious that a large
portion of purchases that were made directly at the store, transferred to on-
line. In order to remain competitive, companies are forced to make strategic
decisions about the further organization of trade: to leave stationary objects,
to go online or to focus on omnichannel. It has been quite enough time to
understand that the latter option in the form of different sales channels com-
bination proved to be a lifeline for global and domestic retail and created an
impetus to consider new scientific and practical approaches to diversifying
sources of income in trade.

Analysis of recent research and publications. The concept of "omni-
channel" is interdisciplinary, as it is widely used in marketing, business
analysis etc. Some attempts to systematize the features of the omnichannel
approach in retail are found in the works of D. Rigby, N. Beck, D. Rygl,
K. Picot-Coupey, E. Hur¢, L. Piveteau, R. Sousa, C. Voss, A. Hiibner, J. Wollen-
burg, A. Holzapfel, L. Bocklund [1-6] and others. Among domestic scien-
tists who have studied this issue there are O. Zhegus, O. Zozulov, V. Lisitsa,
T. Romanchenko, A. Savchuk, O. Trubey, T. Shtal, N. Proskurina [7-13]
and others. These scientists studied the essence of omnichannel, identified
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trends, problems and prospects for the introduction of this approach to the
sale of goods in the performance of domestic retailers. Particular emphasis
in research is placed on the marketing aspects of the omnichannel strategy
implementation in retail. On the other hand, the issue of omnichannel
influence on the income formation in trade, including long-term perspective,
has not yet been systematically reflected in the scientific and practical
literature, that actualizes research in this area.

Thus, the aim of the article is to consider the omnichannel approach
to the sale of goods as an objective reality of modern retail and a factor
of income growth of trade entities.

Materials and methods. The information basis for the study was the
publications of foreign researchers, materials of analytical reports on the deve-
lopment of retail trade. General scientific and special research methods are
used, in particular generalization, comparative analysis, systematization, etc.

Results. Based on the definition of trade as a relationship that arises
as a result of the act of purchase and sale of goods in the channels of their
implementation [14, p. 37], it can be understood that the use of different
channels for the sale of goods significantly affects the volume of trade and
allows the trading company to gain more market share.

Turnover is the realized consumer demand (Figure 1), that was satis-
fied through the interaction of buyer and seller in different sales channels.

[ Consumers ] [ Trade turnover ]
Sales
channels
N
Formation Realization
of consumer demand of consumer demand
J

Figure 1. Algorithm of consumer demand formation and its realization

Source: compiled by the authors.

During the analysis and further planning of turnover of the trade
enterprise (TE) it is usually considered as a whole on TE, on separate com-
modity groups, commodity departments, categories of buyers. The object
of analysis can be the total turnover, commodity structure and composition
of turnover, cashier’s checks.

We also propose to consider the classification of trade turnover
depending on the used sales channels of goods: trade turnover of the trade
stationary object; turnover from the sale of goods through Internet
platforms; turnover from the sale of goods through the mobile application;
turnover from the sale of goods through social networks, etc., depending on
the sales channels that are being used.
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O. Zhegus thoroughly considered the definition of omnichannel [7].
Omnichannel strategy is an integrated approach to the organization of busi-
ness processes for customer service, based on a holistic concept, a single
platform for all selected channels for the promotion of goods and services.
This approach allows the buyer to freely switch from one channel to ano-
ther, get the necessary information, compare and choose the product, make
decisions and make a purchase.

Using a single platform for all sales and communication channels will
also allow to accumulate information flows on customer behavior and
quickly obtain data on purchases, the use of certain channels, the navigation
aspects of the purchase.

Recently, there has been interest in all possible sales channels. Tradi-
tional retailers are increasing their online presence, and the first online stores
are supplementing their list of services, opening shops and showrooms.

Customers are increasingly using electronic devices to both search for
goods and placing orders. Moreover, the sphere of trade is now developing
precisely due to the application of the omnichannel approach to sales, where
consumers are offered alternative channels to find the goods they need.

In the scientific literature it is not always possible to find a clearly
defined definition of the concept of omnichannel. In 2011, in the article "The
Future of Shopping" D. Rigby [1] first used the word, defining retail with
using all channels as an integrated sales experience that combines the bene-
fits of physical stores with a rich information experience on the Internet.

N. Beck and D. Rigl defined that retail through all channels is "a set of
activities related to the sale of goods or services through all widespread
channels, due to which the customer can initiate a full interaction between
channels and / or the retailer controls full integration of channels" [2].

K. Pico-Coopi and co-authors made a systematic review of the
professional literature to describe the omnichannel approach as a holistic
and integrated shopping experience through all sales channels, which
eliminates the differences between a stationary and online store [3].

According to researchers, to establish a service delivery system it is
required:

« company decision related to the choice of omnichannel approach;

« physical elements of the delivery system, namely: equipment and
logistics technologies;

. infrastructural choice of programs and sites for work, definition of
marketing policy.

In addition, the development of information and communication tech-
nologies has increased the number of means by which customers can
interact with retailers.

R. Sousa and K. Voss [4] distinguish two types of channels: virtual,
consisting of means of interaction with the use of modern telecommuni-
cations, information and multimedia technologies, and physical, consisting
of means of communication with the customer using physical infrastructure
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(for example, warehouses). Scientists propose to combine these two chan-
nels, as both virtual and physical in any case belong to the personal inte-
raction of the customer and the company’s representative.

A. Hiibner and co-authors confirm this information and add that the
transition from single-channel to omnichannel requires the restructuring of
logistics structures and, at the same time, optimization of processes related
to the sale of goods and services [5]. Consumer participation is extremely
important in this process. Process optimization requires coordination of the
transition to an omnichannel approach with the customer, as the goals of the
company and the client coincide.

The most difficult aspect of the effective implementation of the omni-
channel strategy is ensuring the efficiency and interconnection of processes,
as well as the purposeful accumulation and management of data. L. Boklund
notes that the technology will be effective only when all available resources
are effectively interconnected with each other and provide a synthesis of all
business processes [6]. Thus, the technological, informational and mana-
gerial components of the omnichannel strategy will play an important role.

Changes in purchasing behavior testify to the benefits and necessity of
introducing an integrated approach to sales at retail enterprises and the
introduction of an omnichannel strategy. Buyers of consumer goods are
increasingly using online channels to search for goods, compare alter-
natives, make choices.

According to the integrated approach, all communication and sales
channels are interconnected, that determines the variety of decision-making
models for purchasing. The buyer can use all channels at once (start with
online and complete the purchase offline and vice versa), thus a comfortable
business environment for both customers and sellers is creating [7].

Statistical studies confirm that the omnichannel strategy is indeed the
optimal solution for retailers. According to the Adobe Digital Index, the
buying probability of an existing consumer is 9 times higher than the pro-
bability that a new customer will create a minimum order size [15]. And
according to the Harvard Business Review, omnichannel consumers spend
10 % more on online shopping and 4 % more on offline shopping [16].

Under the influence of the development of online sales channels and
communication, certain models of customer behavior have already been
formed, which can be divided into groups [7]:

« those who prefer online shopping, i.e. finding the necessary product,
choice, analysis of alternatives, making the final decision, the transaction
takes place in online stores;

. trying to get more information, reduce the time to visit stores and
choose the product, search for it, analyze alternatives in online stores, and
buy from stationary store;

. first customers visit a stationary store, and then they search for the
necessary product, analyze alternatives and buy in online stores;
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. customers explore alternatives and choose a product in online stores,
then they visit a stationary store to see the product in real performance and
buy it in an online store.

In fact, today it is the omnichannel approach that can ensure the
effective functioning of retailers. To prove this, we first need to define the
"retailer path", which goes from meeting the needs of consumers through
the availability of goods, price flexibility and consumer loyalty to brand
recognition. At the same time, the "consumer path", which extends to both
offline and online platforms, involves viewing products, creating a basket,
buying and inspiring future purchases.

So, by this logic, a retailer can assume that in a pandemic it is enough
to open an online store or page on social networks and spend money purely
on this effective sales channel. In addition, according to Google research,
3 out of 4 people will visit a site that has been advertised on the Internet
before [17]. However, in the digital environment, everything is much more
complicated than at first glance.

On average, 97 % of online visitors do not buy at all, and 70 % of
those who go to the last stage of purchase, eventually leave the product and
abandon the basket [18]. Why is this happening? You cannot compensate
for the ignorance of who your client is, the friendly staff and the staff who
can provide advice.

Also, given the experience of the pandemic beginning, it is really
possible to record an increase in sales on the Internet platforms of com-
panies that have been forced to go online.

According to research, omnichannel consumers spend 4 % more
on offline visits and 10 % more on online purchases [19]. In the short term
(the first 2—3 months), companies really not only managed to survive, but
they were also profitable. However, the pandemic continues, and in the long
run, those retailers that do not implement an omnichannel approach to sales
will not only begin to lose turnover, but will also suffer losses. Very often
under such conditions the next step of the retailer is a multi-channel strategy
for selling goods (7able 1).

Table 1
The main differences between multichannel and omnichannel strategies
. Strategy

Comparison of parameters Multichannel Omnichannel

Sales channels The branq is represented Synchronized
on various channels
Form of management Decentralized Centralized
. Each platform operates Formation of a holistic image
Brand presentation . )
separately and is a point of sale of the company

Purpose Attract more customers Provide repurchase

Source: compiled by the authors.
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In a multi-channel strategy, the channels operate in parallel, i.e. the
brand is represented on different platforms, which are managed indepen-
dently of each other. With the omnichannel approach, there is a synchro-
nization of channels, which are managed centrally so as to form first
a holistic image of the company in the eyes of the consumer, and only then
on one of the channels to sell.

Therefore, the level of consumer confidence in it is extremely
important for the retailer. The results of the survey, highlighted in the
BrandsGetReal report [20], answer the question of why customers trust
more brands that are represented on different platforms (Figure 2).

( ol -
81% Brand interest in different audiences
( [ [ ]
64% Desire to feel the interaction

( [ [ ]
64% Brand uses its capabilities to help people

( [ [ ]
56% Brand has sufficient financial resources

( [ [ ]

43% Manifestation of market leadership

Figure 2. Reasons for the success of omnichannel companies

Source: compiled by the authors on the basis of [20].

As follows from Figure 2, most responses focus on the fact that
consumers seek to feel real interaction, to be contacted, helped, and so on.
You should also pay attention to the last two answers. By omnichannel, the
company demonstrates its ability to pay for various platforms and thus
reveals its leadership position in the market. Consumers have the impression
that if a brand is able to maintain all platforms in good condition, it has
enough money, so they buy goods from it, i.e. the retailer is in demand.

If we think about the other three key factors mentioned in the survey,
we can see the same answer to the question why the consumer comes back
and buys again — personalization. It shows customers that the retailer actu-
ally knows them: habits, preferences, needs, etc. The ultimate goal of deve-
loping an omnichannel strategy is to create a personalized digital journey.

For example, it may be provided with guidance mechanisms designed
to display goods or services that customers are more likely to buy, or to
display related products (cross sell). This personalization exists due to cer-
tain technologies and algorithms and it cannot be created manually. An
alternative solution is the well-known loyalty program. These are not just
bonus programs that everyone is used to and that exist not so much to attract
customers with their "loyalty" as to analyze and segment.
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Together with the omnichannel approach, the retailer can quickly track
and explore the consumer’s digital journey. Thanks to constant authorization,
the customer receives more adaptive recommendations for him, and retail gets
access to one of the most important data for him: how the consumer made the
purchase decision. Due to the fact that the company is omnichannel, you can
understand where and how many times the client entered, added, viewed,
compared etc. This analytics provides an opportunity to investigate actions and
do everything possible to not only increase conversion, but also the share of
sales of goods and services. It is difficult to disagree that every retailer dreams
of buying from him as much as possible, and not that his store was one of the
platforms for comparing prices and reviews.

Metrics for the effectiveness of the omnichannel approach are often
associated with monthly revenue growth, marketing costs, gross profit,
average cost of customer involvement, and so on. In addition to the standard
metrics, you should pay attention to the conversion to recommended pro-
ducts and the duration of the visit with links to them. This indicator is the
key goal of loyalty. Cross-conversion is also defined as how our authorized
customer travels digitally between all integrated channels.

Customer Retention Rate (CRR) reflects the loyalty of our customer
and his loyalty. This simple calculation makes it possible to assess how
existing customers are willing to return to the retailer:

Cunsuznerﬁm.gfperbd'cumm'ersm" 100 % . (1)

Consume rshepin ning of the period 7
Lifetime Value (LTV) is the measurable amount of money a customer
will spend on purchases over his life cycle. There are different approaches
to its definition: someone relies on the money spent so far, someone on the
projected values. There are four key performance indicators (KPI) that
determine LTV [21]:

Total zales revenue

average order price (AOV) = 2
g p ( ) Total number of orders ( )
— HNumber of orders .
frequency of purchases (F)= ; 3)
The total number of unique customers
. Total =al —Th f dz =zold
gross margin (G]V[)Z o eE revenue ecost of goods sold 100 %: (4)

‘T'otal gales revenue

OUWOW‘faCtOF (OF) — Consumersgpg of perind ~ CORSUMErSheginning of the period -100 % - (5)
Consume réyeginning of the period

Another important indicator is the customer acquisition cost (CAC).
This is the amount that the business will spend on one new customer.
Another name: user acquisition cost — the cost of a new user:

The amount of costs to attract consumers for the period (6)

Number of new consumers for the period

Together, the vital value of consumers and the cost of attracting them
allow you to segment customers. L7V means "vital value" for each client,
and CAC means "cost of attracting a client". The LTV / CAC ratio allows
you to compare the value of the consumer throughout its life cycle with the
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cost of its involvement. If the LTV / CAC ratio is less than 1.0, the company
loses value, if more than 1.0, it creates value. As a result, 4 groups of
consumers are formed (7able 2).

The strategy of promotion of goods and services should be adjusted
according to the predominant category of buyers.

Table 2
Consumer segmentation by "profitability-value" ratio
Group Characteristic Recommendations
. L The most profitable consumers.
High-margin, high-value Followers of the brand as it is B
Hi . Consumers buy goods at full price,| Personalized advertising should
igh-margin, low-value
but not so often be used
A well-designed discount system
I L Those customers who often buy will replace advertising,
ow-margin, high-value . .
goods at a discount as consumers are already tracking
your promotions
I . Unprofitable customers Companies should avoid targeting
ow-margin, low-value .
who rarely buy goods this group of consumers

Source: compiled by the authors on the basis of [20].

It is very important to define the considered metrics, because a more
detailed understanding of the processes that occur simultaneously, before
and after the purchase, can be analyzed in more depth. As a result, the
retailer becomes more flexible to the effects of the crisis due to the pan-
demic and other circumstances that always accompany the changing retail
market. Thus the retailer can prevent the manifestation of negative con-
sequences before they occur.

Conclusion. The future of the omnichannel approach to sales and its
implications are still uncertain, but it is promising. Such transition usually
requires reengineering of business processes and, thus, forces business
representatives to focus more on the issues of accurate and appropriate com-
bination of several sales channels. In today’s world, this moment is impor-
tant for retail, as businesses try to identify and develop new trends that may
be relevant to consumers, based on which to gain a competitive advantage.
The timely introduction of new sales channels significantly affects the posi-
tion of the trading company in the market, where there is a fierce struggle
for the consumer.

Thus, omnichannel is not only a means of surviving retail in a pan-
demic, but also a modern business model that aims to overcome the effects
of quarantine restrictions and is a powerful tool for revenue growth and
business scaling in general.
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Bucouun I., Xmapa A. Omnikananvnicms y nioéuuieHHi 00xioHocmi ¢ pumeiini.

Ilocmanoska npoénemu. B ymosax KapaHmunHux ooMexceHb, CNpUYUHEHUX NaHOe-
mieto COVID-19, noednanns pisHux xananié peanizayii moeapié 6UsGUNIOCS PSIMIGHUM
3aco0b0m 01 C8IMO0B020 MA BIMUUHAHOZO PUMENLY | CMEOPULO NOUWMOBX 05l PO32ISIOY
HOBUX HAYKOBO-NPAKMUYHUX NIOX00i6 00 Oousepcugixayii dxcepen opmysants 00x00i6
y mopeieni.

Ananiz ocmannix docnioxycensv i nyonikayin. Mooicna KoHcmamysamu, wo npo-
bnema cmpameeiuHo20 YAPABNIHHA 00X00AMU RNIONPUEMCME MOP2I6al He O00CMAMmHbLO
PO3KpUmMA 8 CYHUACHIU GIMYUSHANIU eKOHOMIYHIU Jimepamypi, a NUMAHH GHAUBY OMHIKA-
HanbHOCMi Ha OpMYBaAHHA 00X00i8 8 MOpP2iéni, 6 MOMY YUCH Y 00820CMPOKOSIU nep-
CHeKmuei, NOKU Wo He 3HAUUIO CUCIEeMHO20 8I000PAXCeHHs V HAYKOGIll ma NPAKMUYHil
aimepamypi.

Memoro cmammi € po3ensio OMHIKAHANLHO20 NIOX00y 00 peanizayii moseapis
SIK 00 EKMUBHOT peanbHOCmi CyuacHo2o pumelliy ma (Gakxmopy 3poCmants 00xo0ie cyo ex-
mie mopeosenvbHoi OisIbHOCI.

Mamepianu ma memoou. Ingopmayiiinum niorpyumsm 0ns. npogedenHs. 00CIi-
OoiCeHHsl cyeysanu nyoniKayii 3apyoiscHux 00CAIOHUKIS, MAMepian aHALIMUYHUX 36imie
w000 po3eumKy po30pioHoi mopeieni. Buxopucmano pso 3a2aibHOHAYKOBUX mMd Cheyi-
ANbHUX Memo0i6 00CNIONCEeHb, 30KpeMa Y3a2albHeHHsl, NOPIGHANbHO20 AHANI3Y, CUCMeMd-
mu3zayii ma iu.

Pesynomamu oocnioycenna. Ocmanuiv yacom cghepa mopeieni po3euBacmscs
BHACNIOOK 3ACMOCYBAHHA — OMHIKAHANLHO2O NIOX00y 00 Npo0ax cie, O0e CRON*CUBAHAM
NPONOHYIOMb AbMEPHAMUBHI KAHAIU Ol NOULYKY HeoOXiOHux im moegapis. Ilpu omHi-
KAHATILHOMY RiOX00i 8i00Y8AEMbCA CUHXPOHI3aYia KAHANI8, AKI YNpasiaiomscs YeHmpa-
J306AHO MAKUM YUHOM, WOO ChOYamky c@opmyeamu yinicHuil obpaz Komnauii 6 oyax
CnoJIcU8aya, a xce NOMIiM HA OOHOMY 3 KAHANI8 30iUCHUmMU npodadxc. 1 0n08H0I0 Memoro
yiel cmpamezii € 3a0e3neyents NOGMOPHOL NOKYNKIL.

Bucnoexku. OmHikananvhicmo — ye 3acib UINCUBAHHS PUMEITY 68 YMOBAX NAHOEMI,
cyuacha 6izHec-MoOenb, KA MAE€ HA Memi He MilbKU CHpUsimu NOOOJAHHIO HACHIOKI8
BNIUBY KAPAHMUHHUX 0OMENCEHb, NOMY’CHUL IHCIMPYMeHm OJisl HapOujeHHs 006cs2y 00X00i8
ma macuma0dysarnts OI3HeCy 6 YIIOMY.

Knwuyoei crnosa: OMHIKaHANBHICTH, 0araTOKaHAIBHICTh, JOXOIH, TOBAPOOOOPOT,
KOHBEPCisi, pUTEHIL.
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