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How Amazon  Prime has changed retailing 
and 4 steps stores must take to thrive in the future.
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The Prime Challenge
Let’s face it, retailing has changed dramatically in the last several years.  

Consumers have less time to shop and are shopping more online.  

IHL recently conducted a survey of North American consumers about their 

changing behavior and specifically their experience at the store level.  

One thing is clear. Consumers who used to HAVE to shop now must WANT 

to shop in your stores. Today, 55% of US households have Amazon Prime 

and for households over $100,000 in income that number is 69%*.  

As such, the most common question consumers now ask themselves when 

needing something is, “Do I need it in less than two days?” If the answer is yes, 

they more than likely head to the local store.

It is here at the store level where retailers must change their behavior to win 

in this age of free two day shipping.

Does your household have an Amazon Prime Account?

Age Yes

18-29 64%

30-44 60%

45-60 44%

>60 53%

Income  Yes

<25K   32%

25-50K  46%

50-75K 67%

75-100K 63%

100-150K 69%

>150K   69%

* “Out of Stock, Out of Luck” IHL Group, July 2018
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Customers Are Moving Online Fast
The speed at which consumers are looking to online shopping for items is growing faster than most anticipated.  

This becomes immediately apparent when reviewing the percent of monthly shopping budgets that are now spent 

online versus in the store. While there are similarities in some categories, there are significant differences in behavior 

between those consumers who are Amazon Prime members and those who are not. It’s no surprise that Amazon 

Prime members spend a higher portion of their monthly budget online, but the level at which they spend online for 

clothing (27%) and electronics (30%) is significantly higher than that of other consumers.

This data also skews higher for the younger consumers. Consumers that are under 45 years of age are spending 

30% more of their monthly budgets online for each of the categories of Food/Grocery, Health and Beauty, Home 

Improvement, Clothing, and Electronics. So as retailers wish to target Millennials in particular, it is critical that they 

continue to focus on the multichannel consumer who buys online as well as in the store.   

We share this data to show how quickly the market is moving in the direction of online shopping, 

and how marketplaces are playing a more significant role in purchase decisions. This means 

store execution when those consumers come to the local store is all the more critical.

% of budget  Food and  Health and  Home
online  Grocery Beauty Improvement Clothing Electronics 

Amazon Prime
Members  11% 16% 14% 27% 30%

Non-Prime 9% 9% 8% 17% 14%
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With Online an Option,
Why are Consumers Coming to Stores?

Top 5 Reasons people shop at stores vs. online

While online channels are growing and getting all the headlines, it is fulfillment at the store level that is seeing 

the greatest growth. Today, approximately 24% of all online orders are for store level pickup. This figure is as 

high as 30% for consumers under the age of 30. For the holiday season, store pick up was up 46% year to date.*

85% of all retail today (both online and offline) is fulfilled at the store level and IHL estimates by 2022 this will 

only drop to 80% as store pickup or store-based delivery options take hold. Further, while ecommerce is projected 

to be 25% of all retail by 2022, the remaining 75% of retail business will still be driven by the traditional bricks 

and mortar experience of consumers coming to the store to shop. Thus, stores will still be critical to the retail 

experience of the future, but the reasons that consumers come to stores will narrow to just a few.  

So why are consumers continuing to fight traffic, search for parking spaces, and take time to shop specifically 

in stores when it seems that it is much easier now to shop online?  

Consumers say they shop at stores over online for the following reasons: 

1) THEY NEED IT NOW

2) They want to touch and feel product or need more information/expertise

3)  Don’t want to pay a delivery charge

4) Want to support their local retailers

5) Convenience

It is these first two reasons that are the key drivers. Consumers are coming into stores primarily 

because they need it now or need more experience or knowledge about the product. 

Retailers today must meet these needs on the first trip or the consumer 

will go elsewhere in the future.

23% Need it Now

20% Want to touch and feel or need expertise

14% Don’t want to pay delivery fee

12% Want to support local

11%  Convenient
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* Adobe Analytics "Retail Unwrapped"
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Devastating Cost of Out-of-Stocks

Amazon Prime Members are 71% more likely 
to purchase an item online that they initially planned to purchase in a store 
if they experience an out-of-stock.

If consumers are coming to the stores because they need the product now or need more expertise/information, 

how often do the consumers find what they are looking for and knowledgeable staff with the right tools to help 

them with their questions? Unfortunatley, not as often as they hope. 

Consumers rate that in a normal day of shopping at least 1 in 6 items they are looking for are out-of-stock in stores 

they believed should have had the items. That number is as high as 1 in 3 items in the category of electronics. 

These out-of-stocks, which were once considered an acceptable part of the retailing experience, are now cause for 

a major change in consumer behavior going forward.

Prime shoppers react very differently from those consumers that do not have Amazon Prime. While consumers 

without Amazon Prime are 26% more likely to go buy at a competitor's physical store when they experience an 

out-of-stock, those who are Prime members are 71% more likely to purchase it on Amazon and pay the expedited 

delivery fee. And once they experience this out-of-stock at the physical store, they are very likely not to consider 

that chain again for like items and less likely to visit the store in the future.  

This change in consumer behavior, if not adequately planned for and addressed, will be devastating to those 

retailers who do not adjust to these new realities. Consumers that once did not have a choice but to shop at local 

stores now have very compelling reasons not to if they continue to experience their local retailer not 

having in-stock what they came in to buy.
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How Retailers Can Compete and Thrive
Keeping in mind that 55% of US households now have Amazon Prime and that consumers 

choose to come to stores primarily because they need the product now or need more 

expertise before they buy, there are 4 key areas that retailers must focus on to improve 

the customer experience and keep consumers coming back to the stores.

#1  Accurate inventory for better in-stock position.

First and foremost is better inventory accuracy and in-stock position. It would seem obvious, 

but consumers come to stores to buy because they expect the product to be in-stock. The reality, however, 

is the inventory accuracy is less than 75% in most retailers. Retailers MUST fix their inventory accuracy 

issues to be successful in this new world of retailing.

The first step is having a continuously accurate count of the items in the stores through technologies like 

RFID and computer vision. These technologies can raise the in-stock position to 98% or higher, reducing 

dramatically the loss of sales due to out-of-stocks.  

Once those are in place, advanced forecasting technologies can be applied to the correct data instead of data 

that is off as much as 25%. Today, many retailers have done things backwards. They have purchased 

the advanced software tools for forecasting but are using those tools on inaccurate data. 

As a result the forecasts are wrong and out-of-stocks persist. When used with 

accurate inventory counts, however, these tools can be extremely powerful. 

The retail winners of the future will not only have the right 

forecasting tools but the forecast and replenishment 

will be based on accurate inventory data 

thanks to RFID and computer vision.
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Retailers who are deploying RFID are expecting 

sales growth increases that are 294% higher than those who do not.
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#2  Empower in-store associates with better tools to assist customers.

The second area of improvement is empowering your associates to meet the needs of your guests. This is 

really about having appropriately trained people, in the right place, scheduled at the right time. This requires 

proactive engagement of staff using the right tools. Store associate knowledge and expertise is often a key 

differentiator between retail leaders and average to low performers in many categories.  

In fact, retail leaders are Empowering Associates with Better Tools at a rate 71% higher than average retailers 

in their segment. It’s really about putting your best people in a position to best serve customer specific needs.  

When associates have the right tools and training to help with product and service offerings that creates a 

positive experience for your customers. It should be mentioned that technology alone is not the only solution, 

but rather training, scheduling, and providing the proper incentives for employees are also a necessary 

part in delighting customers.
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Retail Leaders are investing in 

better training and tools at a rate 71% higher 

than average retailers.
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Correct digital signage/interactive kiosks can provide as much as a 

25% sales upli�.

#3  Signage to make the in-store experience quick and insightful.

While streamlining a frictionless customer experience starts with focusing on inventory and empowering 

associates, successful retailers also need to build a more personal relationship with shoppers by promoting 

brand loyalty and value through retail transformation at the store level in the area of customer engagement. 

We mentioned that the second biggest reason that consumers come to visit stores is because they need 

more information or experience with the product. By leveraging deep knowledge of shoppers while 

promoting relevant products in real time with detailed levels of product information, retailers can provide 

the concierge-level service that consumers crave when they come into the store. This can be achieved 

via interactive digital signage for customer self-service at the store level as well as digital tools for associates 

that provide the detailed product knowledge for the consumer. Through the combination of wayfinding, 

targeted digital content, self-service kiosks, and employee expertise supported by digital tools, retailers 

can experience a sales uplift as high as 25% on their customer visits to the store.
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application-aware SD-WAN 
can help provide sales gains that are 

#4  Optimized application-aware SD network.

The final component of the improved store experience is around the store WAN network. 

Without an adequate and optimized network architecture, retailers simply cannot provide the 

experience that customers are looking for when they come to your stores. Things like IoT, 

Accessorizing, Clientelling, Ship from Store, Click and Collect, Buy Online Pick Up in Store (BOPIS), 

RFID, Digital Offers, or Digital Media simply will not function well if the network is not optimized.

It is important to note that availability of bandwidth and reliability of that bandwidth is not the 

same as performance. You can have the most available and reliable network, but still have lousy 

application performance due to congestion, latency, and other issues. And more often than not, 

the hidden key to that optimized network and customer experience is the implementation of a 

Software Defined WAN (SD-WAN) technology that is application-aware and has built-in intelligence 

on how applications perform.  

Application Aware SD-WAN is a self-learning, self-optimizing system that guarantees the best 

application performance by consistently monitoring and reviewing how the applications on the 

network are performing on their own and interacting together. It is THE technology that brings 

together all of the systems to provide the optimized customer experience for your guests.
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Using an application-aware SD-WAN 
can help provide sales gains that are as much as 41% higher.
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Final Thoughts
Amazon Prime has fundamentally changed shopping for consumers. With 55% of total US households 

and 69% of the highest earning households having Prime, the threat to traditional retail is very real.  

But in there lies opportunities for those retailers willing to align their businesses to why consumers are 

coming into their stores. The days of “stack ‘em high and watch ‘em fly” are over. Retailers must adapt to 

this new reality of retailing to be successful in the future.

IHL research has shown that whenever a weak retailer fails, Amazon captures a maximum of 30% of 

market share left by that retailer. The remaining 70% share is taken by the bricks and mortar retail leaders 

in that segment. And how much each retailer takes is dependent on how prepared they are to meet the 

needs of the consumer that needs the product now or needs more knowledge before making a decision.  

One final note, to succeed in the future retailers do not have to win over Amazon. They simply need to 

out-execute the weakest competitors in their segment.

These 4 steps for improving the customer experience
will provide the customer experience that make customers WANT to 
shop your stores and keep coming back.   

1) Accurate inventory for better in-stock position, 

2) Providing associates with better tools to educate, accessorize, and assist customers,

3) Leveraging digital content and signage to make the store experience quick and insightful, and 

4) An optimized application-aware SD-WAN network

The retailers that commit to these technology changes 

are well on their way to not only meet the Prime Challenge, 

but thriving in the future of retail.
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