
The new world
Five ways to make
the most of the changing 
retail environment



Introduction

Retailers appear to be experiencing the most significant 
industry transformation since the creation of the 
department store, thanks to the convergence of a 
number of factors. 

The digital revolution, increased competition from global 
competitors, consumer reticence and high operating 
costs (including $AUD FX, rent creep and wages growth) 
are all putting pressure on retailers. However, the rise of 
digital technology is also creating new opportunities to 
reach customers and redefine business models. 

The balance that retailers must strike is between 
transforming their business in the long term and 
safeguarding profitability in the short term. In this  
article, we will discuss five key issues that all retailers 
should address to ensure they benefit from the  
industry’s structural shifts. 

1. Embrace the digital revolution

The digital revolution is not just changing the retail 
landscape: it’s reinventing it, thanks to international 
e-commerce, increasingly sophisticated mobile 
technologies and data analytics. It’s imperative that 
bricks-and-mortar retailers immediately address online 
competition . 

Deloitte’s Digital disruption – Short fuse, big bang? 
report identified retail as one of the industries that 
will be affected soonest and most drastically by 
technological change. Its predictions are already coming 
true1. Australian online sales rose by 27 per cent in 2012 
to an estimated A$13 billion – equivalent to 5.8 per cent 
of bricks-and-mortar sales.2 

Retailers must look at omni-channel strategies that 
embrace social media and mobile, as well as exploring 
alternative sales channels like online marketplaces.  
They must also embrace innovations such as smart 
wallets, personalised promotions and in-store location 
services to enable new ways of buying. 

2. Keep a close eye on costs

Maintaining cost control is critical for Australian retailers, 
especially when faced with overseas competition.  
High operating costs, due at least in part to the strong 
dollar, rent creep and wages growth, also mean that 
retailers must keep a close eye on cashflow. Optimisation 
of supply chain and sourcing to reduce costs and 
increase margins are also areas that require a retailer’s 
attention. 

Recent analysis from Morgan Stanley estimates that 
Australian unit labour rates are 27% higher than in the 
US. Rent, meanwhile, accounts for up to 20 per cent of 
total operating costs, due to rigid zoning laws,  
a concentrated landlord market and low vacancy rates.3 

Retailers must be able to quickly obtain a consolidated 
view of their businesses, as well as details of individual 
store performance figures. This enables informed 
corrective action to be taken if conditions take a turn 
for the worse. Additionally, a clear understanding of the 
financial health of the business make strategies based on 
store expansions more likely to succeed. 

3. Be transparent with financial stakeholders

A retailer’s relationships with its bank, creditors, 
employees and the Australian Tax Office are critical.  
A transparent partnership, particularly with their 
banker, means that companies are less likely to resort 
to alternate ‘sources’ of finance to get them through 
distressed market conditions – such as stretching 
working capital. 

It also means that early intervention can take place if a 
business is in danger of paying creditors late, delaying 
employee superannuation contributions, BAS or PAYG.

1 Digital disruption – Short fuse, big bang?, Deloitte, September 2012, http://www.deloitte.com/view/en_AU/au/news-research/luckycountry/digital-disruption/index.htm 
2 Online Retail Sales Index: January 2013, National Australia Bank, http://business.nab.com.au/online-retail-sales-index-in-depth-report-january-2013-2880
3 Australia Retail: Internet Retailing Boom 2.0 (June 2011), Morgan Stanley Research
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4. Pay attention to employee relationships 

High employee engagement and low staff turnover 
are essential for business success, because they help 
ensure that teams are energised and moving in the same 
direction. 

Retailers should pay close attention to employee metrics 
and find out the reasons for worrying trends.  
The departure of key members within the management 
team is a particular cause for concern, especially if they 
are disillusioned with the direction of the business. 

5. Carry out internal benchmarking

Benchmarking against competitors is a valuable exercise, 
especially as global players like Aldi, Gap, Topshop and 
Zara move into the Australian market. However,  
retailers should also look within their businesses to 
identify strengths and weaknesses. 

By comparing store to store, retailers can understand 
what is driving productivity and contribution. This 
enables them to make changes throughout their 
networks, or to harness employees from the best 
performing stores to coach the staff in underperforming 
stores. 

How Deloitte can help

Deloitte helps retailers make the most of changing 
environments. Our global experience with all aspects of 
retail means we can help reinvent business models and 
put retailers at the forefront of their industry.  
This includes:

Stepping in to restructure underperforming retailers

By carrying out deep financial and operational 
diagnostics, we can identify quick wins to improve cash 
flow and profitability, such as:
•	 Closing unprofitable stores
•	 Reducing overheads
•	 Re-energising employee productivity
•	 Improving inventory management 
•	 Reviewing tax structures.

Putting retailers at the forefront of the digital world

Our digital arm assists retailers at all stages of their 
digital journey to make the most of new technologies 
by: 
•	 Developing omni-channel strategies 
•	 Exploiting the advantages of location services 

contactless payments and smart wallets 
•	 Unlocking the power of social media 
•	 Guiding retailers through the emerging field of 

personalised commerce. 

Revolutionising operations through advanced 
analytics

Information is power. Deloitte’s advanced analytics can 
transform business operations by providing: 
•	 Granular understanding of relative store performance 

– and identifying where moderate & high performing 
stores can perform even higher

•	 Understanding of catchments
•	 Insights into logistics and the supply chain 
•	 Detailed analysis of customer engagement, share of 

wallet and churn prediction
•	 Fraud prevention
•	 Working capital improvements
•	 Improved pricing – setting the right price at the right 

time for the right products. 

Reshaping strategy for the new world order – and 
beyond

Retailers need entirely new business models in the digital 
era and Deloitte can help transform them for the long 
term, by: 
•	 Exploring new value propositions and sustainable 

business models 
•	 Devising hedging strategies 
•	 Identifying areas for product innovation or private 

label programs 
•	 Locating neglected market segments.
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