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Abstract
Multichannel retail is nowadays a widely discussed topic in the field of retail, driven by therecent boom of e-commerce. Consumer demand and competition have driven retailers tooperate through multiple channels. It has been uncertain how the multichannel retail willimpact the physical retail. This thesis provides a major contribution in finding out how thephysical retail space is influenced by the multichannel retail by examining the role of brick-and-mortar store in the multichannel world and finding out the influence of themultichannel retail on the retail store networks, store locations and the quantitative spaceneeds of the retailers.
The thesis was done by examining literature and by conducting six thematic interviews withexperts working for retail companies or consultancy offices. Furthermore, data wascollected with a survey which was sent to 101 experts and 17 responses were received.
Physical space has advantages that cannot be replicated online and the stores will remain inthe future as well. The stores may turn more into showrooms and pick-up points but thetraditional role of a store as a transactional place will not disappear. A plausible future isthat stores will become more hybrid spaces combining different operations and integratingchannels. The retailers will have pressure to rationalise the networks but multichannelretail is only one of the factors driving the change. The prime locations will remain strongbut secondary locations will become less interesting for the occupiers and the bipolarisationof the locations may be seen due to multichannel retail. Leisure activities will play animportant role in the world of multichannel retail. Furthermore, the changing retailenvironment requires more flexibility in the retail spaces and leases.
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Tiivistelmä
Monikanavainen kauppa on laajalti keskusteltu aihe vähittäiskaupan toimialalla johtuenerityisesti verkkokaupan viimeaikaisesta merkittävästä kasvusta. Kuluttajien vaatimukset jakilpailu ovat ajaneet kaupan ketjut monikanavaisuuteen. Tähän asti on kuitenkin ollutepäselvää, miten monikanavainen kauppa tulee vaikuttamaan fyysiseen liiketilaan ja sentarpeeseen. Tämä diplomityö selvittää monikanavaisuuden vaikutusta fyysiseen liiketilaantutkimalla fyysisen liiketilan roolia, liikepaikkaverkostoja, liikepaikkojen sijainteja sekäkaupan toimijoiden määrällistä liiketilan tarvetta.
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1 Introduction
1.1 Background

“We were wrong at the beginning. In 2007 we started the company, and we said, ‘The whole world isgoing online only. All we’re going to do is be online.’ But what we’ve learned recently is that theoffline experience of touching and feeling clothes isn’t going away.”
-Andy Dunn, CEO for Bonobos. Told by Rigby (2014a)

Retail is the process of selling products and services to the final consumers for theirpersonal use (Varley & Rafiq 2004, p. 3). The purpose of the retailers is to act asintermediaries between suppliers and customers adding value for the both (Niemeier et al.2013, p. 10). The retailers add value in four ways: by preselecting goods, by aggregatingdemand, by offering sales advice for the customers and by physically moving stock to thepoint of sale (Niemeier et al. 2013, p. 10). Retail is the last stage in the distribution process(Berman & Evans 2013, p. 33). A fundamental in retail is the buying of large quantities ofproducts from suppliers and selling them out in small quantities to the consumers (Varley& Rafiq 2004, p. 4).
The retailers’ role from the perspective of consumption is to provide convenientdistribution either by locating better than the producers or by selling more appropriatequantities for the consumers. In the developed societies the retailers’ role surpasses beingsolely a point of distribution. The retailers provide an environment for discoveringproducts as well as following lifestyles and fashion. (Varley & Rafiq 2004, p. 56.)
The retail sector has faced several revolutions during the last centuries. In the 19th centurythe first department stores were established responding to the increased consumer demandcaused by the wealth increase among the middle class and the working class. The retailersestablished new concepts such as fixed pricing and advertising in newspapers. Mail-ordering catalogue was the next significant game-changer in retail: the first companieswere founded in the 1890s. Mail orders became more common in the 1930s when the costof press and delivery became reasonable. Self-service supermarkets, category killer out-of-town stores, hypermarkets and vertical retail have been major revolutions in the 20th
century in the field of retail. (Niemeier et al. 2013, p. 13-20.) During the last decades retailhas become a massive global industry. The current turnover of the retail businessworldwide is $22 trillion1 (eMarketer 2014).
Technology has been the key enabler throughout the history of retail and has changedconsumer patterns. E-commerce started in the mid-1990s when for example Amazon andEbay were founded (Brown et al. 2012, p. 12). It has grown significantly and become a$1.3 trillion business (eMarketer 2014). E-commerce can be seen as the latest game-changer in the retail industry.
Multichannel retail has been a hot topic in retail in the late 2000s and in the 2010s.Multichannel retail means the merging of operations and enables customers to maketransactions through different channels. The retailers in e-commerce include pure-players
1 €20.4 trillion with exchange rate of October14, 2015. Trillion = 1012
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but also a major share of the brick-and-mortar retailers have entered the online markets.The retailers operating in the physical world run half of the e-commerce sales (Rigby2014b).  The consumers have become native in using different channels in the differentparts of the shopping decision making. According to Rigby et al. (2014c), almost 60% ofthe retail sales are either made online or influenced by the online channel.
From the consumer perspective both the brick-and-mortar store and the online channelhave advantages and by combining the channels the consumers are able to benefit from theboth. From the retailer perspective the multichannel approach is the key to better servetheir customers among the other benefits listed in chapter 2.3.  Some  researchers  such  asNeslin et al. (2006), Blattberg et al. (2008) and Bernstein et al. (2008) see the multichannelmarket rather as a strategic necessity than as an advantage. They also agree that for theretailers multichannel retail may be a prisoner’s dilemma (Gibbons 1992, p. 3-5).According to Bernstein et al. (2008), the consumers benefit from multichannel retail andthe retailers need to adopt the multichannel strategy in order to survive in the competition.However, according to them, the multichannel strategy is the optimal solution for someretailers. The latest topic of the discussion in the business is omnichannel retail, i.e. theseamless integration of channels from the consumer perspective.
At the moment it is uncertain from the real estate developers’ and owners’ perspectivewhat kind of an influence multichannel retail will have on the physical space. Some voicesin the media have forecasted the death of the brick-and-mortar stores (Rigby 2014b). Thetopic has been relatively widely researched by the consultancy companies as well as otherorganisations but lacks scientific research.

1.2 The Purpose of the Research and the ResearchQuestions
This thesis aims to fill the gap in the current research by showing the influence ofincreased e-commerce and the transition to multichannel retail in the brick-and-mortarstore. Furthermore, it aims to reveal the ways the adoption of multichannel retail impactsthe store networks and the quantitative space needs of the retailers.
The research problem consists of one research question divided into four sub questions:
How does increasing multichannel retail influence the physical retail space need fromthe retailer perspective?

a) What is the role of a brick-and-mortar store compared to the other retail channels inthe future?b) How does multichannel retail influence the store networks?c) How does multichannel retail influence the store locations?d) How does multichannel retail influence the quantitative space need?
1.3 The Scope of the Thesis

The thesis focuses only on the retail sectors that have strong presence in high street andshopping centres, and the results, thus, reflect the space needs of these retailers. The retail
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sectors studied in this thesis are fashion retailers including shoes and apparels, smallelectronic retailers and book retailers. The pure service sector, groceries, and retailersselling large objects are out of the scope of this thesis.
The technological development in the 21st century has been the key driver for the modernmultichannel retail. The channels focused on in this thesis are the physical channel (brick-and-mortar store) and the online channel (e-commerce).
The geographical scope of this thesis is mainly European retail markets, more specific thedeveloped markets in Western and Northern Europe. The retailers included in the surveyand interviews are operating in Northern Europe with major presence in high street orshopping centres. The literature review has a wider geographical scope including forexample the US market because significant research has been done related to thatparticular market.
The thesis focuses only on business-to-consumer (B2C) -commerce. Business-to-business(B2B) and consumer-to-consumer (C2C) are out of the scope of this thesis. The thesisfocuses on the retailer perspective but also provides the landlords and the developers withimportant information. The consumer perspective is regarded in the thesis as well in orderto develop a robust understanding of the consuming patterns and the retailers’ motives inthe multichannel world of retail.

1.4 The Research Methods
The thesis starts with a literature review which aims to find out what the current literatureknows about the topic of the research and factors closely related to it. The literature reviewprovides the theoretical framework needed to understand multichannel as a phenomenonand its relation to the brick-and-mortar stores. Multichannel retail is a relatively newphenomenon in its current scale and when it comes to the combination of the physicalspace and e-commerce. It is moderately covered in the academic research in a larger scopebut the topic of this thesis - the influence on the physical retail space - is not widelycovered by academic articles or text books. This literature review takes a wider perspectiveand aims to give a basic understanding of the topics that might have influence on theresearch questions. Furthermore, it concludes what the academic literature and the non-scientific reports have found out about the impact of multichannel retail on the retailnetworks, the retailers’ location preferences and the quantitative space need.
In total 65 different sources are used in this thesis. The references include 22 text books, 22academic journals, 9 non-scientific articles or reports, 10 online articles or other websources, 1 statistic database and 1 master’s thesis.
The information search for the literature review started with text books in order to get agood  basic  knowledge  of  retail  and  the  topic.  After  that  the  researcher  expanded  hisknowledge of the topic by reading academic articles. The articles were found via ESBCO,Sciverse, and Google Scholar. The key search terms are listed in Table 1. Many of thereferences were found by following the reference list of previously read books and articles.Furthermore, non-academic reports and online articles were used to expand the literature
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review and to add more up-to-date views. These were found mainly by searching with theGoogle search engine.
Table 1: The key search terms of the literature review
Retail Multichannel retail
Brick and mortar Retail channels
Retail networks Retail location
Physical store Online store
Retail brand Internet retail
Retail strategy Web store
Retail location strategy E-commerce, ecommerce
Mobile commerce

The empirical approach in this thesis is mixed method consisting of both qualitative andquantitative methods. Mixed method is used to observe the research questions fromdifferent perspectives. The qualitative method used in this thesis is thematic interviews andthe quantitative method is a survey. The interviewees were selected among a group ofretailers’ representatives who are responsible for store locations and among expertsworking in the field of retail and retail locations. In total six interviews of experts workingfor retailers or consultancy companies were conducted. The survey was sent to 101 expertsworking for retailers and 17 responses were received. The empirical research methods aredescribed in chapter 3.
1.5 The Structure of the Thesis

The structure of the thesis is presented in Figure 1. The thesis starts with introductionproviding background information about retail and multichannel retail, defining thepurpose of the research as well as the research questions and defining the scope of thethesis.
Chapter two, the literature review, comprises the key literature on the topic of the thesis.The phenomenon of multichannel retail in its current form is relatively new and so far theacademic literature on the topic of this thesis is relatively thin. Therefore, also topicsconnected to the research questions are included in order to find the factors potentiallyinfluencing the store networks, the locations and the space need. Firstly, the literaturereview introduces different retail channels and their advantages. Secondly, it handles withthe consumer in the multichannel environment, deepening the understanding of theconsumer motives and preferences. Thirdly, the literature review takes into considerationthe retailer perspective and motives. The fourth section of the literature review introducesthe retailer location choice process, the factors influencing it and the different kinds oflocation types. Finally, the change in networks, store locations and the quantitative spaceneed of the retailers, caused by multichannel retail, is discussed.
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Chapter three introduces selected topics related to the research methodology and theresearch methods used in this thesis. Chapter four presents the results of the empirical part.
Chapter five discusses the results comparing them to the literature review and concludesthe key findings of the research. Chapter six discusses the limitations of the research andprovides topics that should be further researched. Chapter seven summarises the thesis.

Figure 1: The structure of the thesis.

1. Introduction

2. Literature Review

3. Empirical Research Methods

4. Results

5. Conclusion

6. Quality of The Research and Further Research

7. Summary

Theresultsarecomparedtothe
literatureintheconclusion

Thetheoretical
frameworkis
usedtoformthe
empiricalsection
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2 Literature Review
2.1 Retail Channels
2.1.1 Brick-and-Mortar Store Formats

The popular store formats include speciality store, department store and boutique store. Inaddition to these, Varley and Rafiq (2004, p. 28-30) list category killers, supermarkets,hypermarkets, convenience stores, warehouse clubs, discount stores and factory outlets.Considering  the  scope  of  this  thesis,  these  are  not  very  relevant  to  my  study.  Catalogueshops and showrooms are less common store formats but due to their nature, they arerelevant to the scope of this work.
A speciality store restricts its offering to one or few product categories, such as shoes orclothing. The speciality stores typically offer a broad assortment of items in their specificproduct categories. The size of the speciality stores varies but they can be relatively small.Speciality stores can be either single-brand stores or multi-brand stores. (Varley & Rafiq2004, p. 26; Diamond 2006, p. 5-6; Levy & Weitz 2012, p. 43.) An example of a specialitystore in the Finnish market is Zara.
A department store offers several product categories, typically assigning similar kind ofmerchandising in specific areas. They have traditionally attracted customers by offering ahigh level of service and all products under the same roof. Full-line department stores offerboth hard and soft goods but department stores can also focus on a narrower selection ofcategories when the difference between a department store and a speciality store is notalways clear. (Varley & Rafiq 2004, p. 24; Diamond 2006, p. 7-8; Levy & Weitz 2012, p.41.) An example of a department store in the Finnish market is Stockmann.
Boutiques are small business stores whose focus is on fashion-minded clients. Theirproducts are often expensive designer products in small quantities and thus differ from theselection of speciality stores or department stores. Boutiques serve typically only one smallbut affluent market. (Diamond 2006, p. 16-17). An example of a boutique in the Finnishmarket is Samuji.
One store format is catalogue shop or catalogue showroom. Catalogue shops have storeswith  a  showroom  where  only  a  part  of  the  products  are  visible.  The  whole  range  ofmerchandises can be shuffled through when having a catalogue. The stores have largerwarehouses attached to them and customers can retrieve products for purchasing. Theformat allows the space to be used more efficiently as the majority of space can be low-cost. (Varley & Rafiq 2004, p. 26; Dwivedi 2013). Even though the store format is not verycommon, it is highlighted in this thesis since it has the potential to implement newtechnology and be a part of retailers’ multichannel strategy. Examples of a catalogue shopare Verkkokauppa.com and Argos.
A pure showroom without attached warehouse is becoming more popular nowadays. In ashowroom the customers can see a limited range of products but they need to place theorder online. The retailer can get the consumer engaged with the brand and provide another
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access  point  with  a  lower  cost  than  what  traditionally  has  been  when  having  a  physicalstore. An example of a showroom is Singapore-based Zalora. (Malison 2015.)
Retail stores can be either single-brand stores representing only one brand or multi-brandstores selling several brands. The stores can be run by larger chains, individualentrepreneurs or with a franchisee-model where an entrepreneur runs chain-branded stores.A store can be also owned in joint venture by the brand and typically a local entrepreneur.(Dawson et al. 2004; Diamond 2006, p. 15-16; Levy & Weitz 2012, p. 43, p. 52-53; TigerStores 2015.)

2.1.2 Brick-and-Mortar Retail from the Consumer Perspective
In a brick-and-mortar store consumers have the possibility to touch and feel the products,which Levy and Weitz (2012, p. 61) recognise as the greatest benefit of the store andBerman and Evans (2013, p. 40)  note important as well. The consumer can use all fivesenses to evaluate the product in a brick-and-mortar store (Zhang et al. 2010). CBREResearch (2013) reports that 86% of the European consumers see the touching of theproducts at least somewhat important before buying them via the online channel and for39% it was extremely important. Fitting the product is important particularly in fashionretail (Diamond 2006, p. 37). Bell et al. (2014)  name the lack of touching as one of thekey barriers for customers in buying online.
A  brick-and-mortar  store  provides  consumers  with  the  possibility  to  feel  the  social  andentertaining aspect of shopping (Niemeier et al. 2013, p. 5). In a brick-and-mortar store theconsumers can experience the lifestyle and values of the brand as well as get entertained(Niemeier et al. 2013, p. 118-128). Also Varley & Rafiq (2004) note the importance of astore and retail from the social perspective and say that retailers provide a place for socialactivities where consumers can shop with a group of friends or their loved ones. However,Berman & Evans (2013, p. 43) note that some people get easily bored with shopping or donot prefer to spend time on it.
One reason for the consumers to use the physical channel is the personalised service.Through a brick-and-mortar store the retailer can offer personal service with storepersonnel providing meaningful, personalised information tailored for the customer(Diamond 2006, p. 37; Zhang et al. 2010; Levy & Weitz 2012, p. 62). The consumersdesire service and it is a factor motivating to enter a brick-and-mortar store (Kollmann etal. 2012). From the consumer perspective a store has traditionally been a comfortableenvironment to seek advice and consider a purchase (Niemeier et al. 2013, p. 32). Eventhough the online channel can easily provide almost limitless information the tailoring ofinformation and solutions is an advantage the store can offer and bring additional value tothe customers. (Niemeier et al. 2013, p. 118-128). On the other hand, Levy & Weitz (2012,p. 63) claim that also the online channel can provide customers with solutions.
In a brick-and-mortar store with a stock of items a customer can complete the transactionimmediately (Zhang et al. 2010), which makes the customers feel more comfortable asthey  do  not  need  to  wait  for  the  delivery  (Berman  &  Evans  2013).  Also  Niemeier  et  al.(2013, p. 118-128) see the instant gratification as a reason to come to the store. The desire
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for instant gratification is also dependent on the customer’s needs (Levy & Weitz 2012, p.62).
A physical store is a traditional channel for shopping and at least consumers view it as ariskless way to purchase products. Risk reduction is associated with both: the evaluation ofthe product and the transaction. In a physical store the product could be evaluated throughall five senses and personalized information provided by the sales staff gives the customermore confidence to purchase (Levy & Weitz 2012, p. 62). Moreover, in a physical store thetransaction could be done as a cash payment which is preferred among some consumergroups concerned about security and identity theft (Zhang et al. 2010; Levy & Weitz 2012,p. 63). Furthermore, the customers can access the physical store easily for after-purchaseservice to resolve issues and to get additional information (Levy & Weitz 2012, p. 62).
Price is one factor that consumers are weighing in their shopping decisions. Niemeier et al.(2013, p. 5, p. 118-128) claim that a lower price could be achieved in physical stores incase they bought a limited selection in large quantities. In a physical store the consumerdoes not need to pay the delivery cost. However, the travel costs are an expenditure for theconsumer. (Bell et al. 2014.)

2.1.3 Non-Store Retail
Traditional non-store retail includes mail order from catalogues, direct selling, personalretail such as door-to-door sales and party-plan formulas often including pyramid structureof organisation and fees, vending machines, telesales, tv-shopping and e-commerce(Varley & Rafiq 2004, p. 33). In this thesis e-commerce is focused on as it has a key role inthe recent boom of multichannel retail. According to Varley & Rafiq (2004, p. 33), e-commerce is an effective home-shopping channel enabling time-poor and less mobileconsumers to purchase products and get them delivered home.
The e-commerce has boomed in the last years. According to Ecommerce Europe (2015b),the global growth rate of E-commerce has been around 25% per annum between 2010 and2014 but it is slowing down to 15.9% in 2015. The largest e-commerce markets are China,the USA, the UK and Japan (Ecommerce Europe 2015b). The size of the e-commercemarket in Europe is ca. €477 billion in 2015. The market size development and forecast ispresented in Figure 2. The figure shows that in Europe the annual growth rate hasdecreased during the recent years but is forecasted to settle to around 13% per annum forthe next years.
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Figure 2: E-commerce turnover and growth in Europe including goods and services. Data retreived from(Ecommerce Europe 2015a).
The size of the e-commerce share varies significantly by country. According to eMarketer(2015), the UK is the most mature e-commerce market followed by the Scandinaviancountries, Japan and South Korea. The growth rate in the more mature markets is currentlyslowing down (Ecommerce Europe 2015a). The e-commerce share of the total retail goodssales by country, presented in Figure 3, shows the difference of the markets in maturity.According  to  Figure  3,  the  UK  and  Denmark  are  the  most  mature  e-commerce  markets.Furthermore, Southern and Eastern Europe are far behind in e-commerce maturity.

Figure 3: E-commerce share of total retail goods sales. Data retrieved from Ecommerce Europe (2014;2015a; 2015b; 2015c). Please note that 2013 figure is used for Sweden, Denmark and Western Europe sincethe newest figures did not seem reliable.2

One reason for the different market maturity may be the Internet penetration in the country.The Internet enables the consumers to shop online (Freathy & Calderwood 2013). Figure 4
2 The calculation of e-commerce share may differ by country and therefore these figures should beconsidered only suggestive.
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shows the population, the number of Internet users and the number of e-shoppers in eachEuropean market.  The figure shows that even though the share of e-commerce customersmay be high, the market may be relatively small due to a small population. The largest e-commerce markets in Europe are Western and Central Europe due to their large populationand high e-commerce penetration. According to Suomen Virallinen Tilasto (2014) theshare of Internet users in Finland was 97% among consumers aged between 16 and 74.

Figure 4: Population, Internet users and E-shoppers in Europe in 2014. Data retrieved from EcommerceEurope (2015a).
In 2014 15% of the EU inhabitants made cross-border purchases online i.e. they boughtgoods from sellers outside their country of residence. The number varies significantly from1% to 40% in the EU area. The key drivers for the consumers to shop cross-border werecompetitive prices and a wider offering of goods. Cross-border retail was the most activein small countries and countries with linguistic ties to other countries. In Finland 36% ofall consumers made cross-border e-commerce purchases. (Ecommerce Europe 2015a.)
In  Finland  the  share  of  the  consumers  who  had  shopped  online  in  the  last  12  months  in2014 was between 70% and 80%. Online shopping was slightly more common in the citiesthan rural areas and highly educated consumers were more probable e-shoppers. Onlineshopping is the most common in age groups of 25-34 and 35-44 years. (Suomen VirallinenTilasto 2014.)

2.1.4 E-commerce from the Consumer Perspective
Online as a channel has the advantage of providing a wider assortment of goods since thestore size is not a limit (Zhang et al. 2010; Levy & Weitz 2012, p. 63).  In addition to theassortment, one major advantage of the online channel is the possibility to provide thecustomers with almost unlimited and timely information. While the information in thephysical channel is limited to the store personnel and signage, similar physical restrictionsdo not apply to the online channel (Zhang et al. 2010; Levy & Weitz 2012, p. 63). Due tolimitless information on the Internet, customers can find solutions in addition to pureinformation (Levy & Weitz 2012, p. 63). Moreover, the information provided in the onlinechannel is not only retailer or manufacturer-generated but many e-commerce platformsprovide user-generated information, for example peer reviews (Levy & Weitz 2012, p. 64;
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Niemeier et al. 2013, p. 102). The access to information and to other online stores makesthe product and price comparison significantly easier than it is in the physical channel,increasing transparency from the consumer perspective (Brown et al. 2012).
The online channel can offer personalisation for the customers (Brown et al. 2012). Theoffering of the products and information can be personalized partly by the customersthemselves but especially the store platform based on the data collected from thecustomer’s and other customers’ behaviour (Levy & Weitz 2012, p. 64).
One major benefit of the online channel identified by literature is its convenience. In theonline channel the consumers can do shopping regardless of the time and location (Zhanget al. 2010). Brown et al. (2012) found the speed and convenience as major advantages ofthe online channel. In the online channel the consumer can save the travel costs associatedwith brick-and-mortar stores (Zhang et al. 2010). The online channel also saves the traveltime  to  the  store  (Brown  et  al.  2012).  However,  some  transport  costs  will  appear  to  thecustomers online as well directly or indirectly embedded in the merchandise price.
The online channel cannot provide immediacy and interactive emotional experience for thecustomers in the same way the physical channel can (Brown et al. 2012). Somepersonalized service and interaction could be achieved in the online channel with live chatsand other communication where the consumer can be provided with the feeling of humaninteraction (Levy & Weitz 2012, p. 65).
The consumers might perceive risks in the online channel. Kollmann et al. (2012) claimthat risk-aversion may arise in the online channel when making the payment, which mightbe a reason for some customers to purchase in a physical store. Two major perceived risksassociated with e-commerce are the security of credit card transactions and the potentialprivacy violations even though insurances and law limit the liability of consumers (Laudon& Traver 2009, p. 5.22; Levy & Weitz 2012, p. 66). The consumers may be worried thattheir personal information might be sold to other operators or used in an unwanted way inthe future (Levy & Weitz 2012, p. 66). According to Diamond (2006, p. 38), the lossescaused by frauds or the fear of frauds run down the sales of the online retail about 10%.

2.1.5 Multichannel Retail
Multichannel retail as a phenomenon has existed since the early 20th century  as  acombination of brick-and-mortar and catalogue sales (Zhang et al. 2010). The market haschanged radically in the 21st century as a consequence of e-commerce and the last fewyears have shown significant growth in multichannel retail, particularly as combinations ofbrick-and-mortar stores and online stores (Varley & Rafiq 2004, p. 33).  Using multiplechannels during one shopping process has increased dramatically. According toEcommerce Europe (2015a), in some product categories even 60% of the shoppers inEurope use multiple channels in their shopping process, also noticed by Rigby et al.(2014c).
The emergence of multichannel retail has been driven by companies, customers andcompetitive forces. ICT has enabled the companies to expand their channel base. Thecustomers have familiarised themselves with channels beyond the traditional store and thus
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expect company presence through multiple channels. Hence, the competitive forces havepushed most of the traditional bricks-and-mortar retailers online. (Blattberg et al. 2008, p.636, 661)
The retailers are indeed answering the demand for multiple channels. Brown et al. (2012)found out that the median retailer expects 25% of the sales to go online in the future years.CBRE Research (2013) reports that almost 90% of brick-and-mortar retailers have anonline store in addition to their physical presence.
Bell et al. (2014) divide the retailer strategies into four sectors when it comes to saleschannels as presented in Figure 5. The defining terms in their classification are the channelfor the information delivery and the channel for the actual fulfilment. Traditional retail ison top-left with offline information and the fulfilment in the store. A pure-play e-commerce retailer provides the information through the online channel and delivers theproduct home while the physical space is not involved in any part of the sales process.Both of the strategies mentioned above are single-channel strategies. In multichannelstrategies the retailers may have either brick-and-mortar store for presenting products butfulfilment is with delivery, or the information and potentially the transaction online but thecustomer picks up the product from the store.

Figure 5: The information and fulfilment matrix according to Bell et al. (2014)
Multichannel offering creates advantages for the consumers. The retailers operatingthrough multiple channels are able to provide customers with a larger assortment ofmerchandises which increases the supply and convenience for the consumers. Otheradvantages exist as well in combining the online and physical channels. For example theonline channel can provide the consumers with up-to-date information of prices and stockenabling the consumers to pre-check the availability of the products. (Levy & Weitz 2012,p. 67.)

2.2 Consumer in the Multichannel Environment
2.2.1 Motivation for Shopping

The motivation for shopping might vary depending on the needs and the situation. Scarpiet al.  (2014) divide the shopping need into hedonism-based shopping where the purpose ofshopping is shopping itself, and utilitarism-based shopping where shopping is need-based.Diamond (2006, p. 72-74) divides the consumer motives into three categories: rationalmotives, emotional motives and patronage motives.
Diamond (2006, p. 74) connects shopping with Maslow’s (1943) theory of humanmotivation. Maslow introduced the five-level hierarchy of human needs presented in
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Figure 6. Shopping is a utility to achieve some of the basic needs, but it is related tightly tothe higher levels of the hierarchy as well. According to the theory, the love andbelongingness needs drive individuals to seek a place in their groups and to strive with agreat intensity to achieve this goal. People make purchases in order to get acceptance intheir group and this applies especially in fashion retail where purchases are made to getattention rather than protection and serviceability (Diamond 2006, p. 74). Fashion is alsorelated  to  esteem-needs.  Diamond  (2006,  p.  74)  claims  that  at  this  level  the  emotionalpurchasing plays a crucial role and that esteem is the level driving people to consume forup-market and luxury merchandises which are often located in high street areas. This isprobably the main driver of a status-oriented shopper introduced by Berman & Evans(2013, p. 54). The highest level of human needs is self-actualization. Diamond (2006, p.74) connects this with designer fashion and couture.

Figure 6: The hierarchy of basic human needs according to Maslow (1943)
The perceived value of retail from the consumer’s point of view is based on the perceivedbenefit and the cost (Berman & Evans 2013, p. 73).  The price is a key factor influencingthe  decisions.  Scarpi  et  al.  (2014)  found  out  in  their  empirical  research  that  priceconsciousness is stronger online than in physical stores regardless of whether shopping ishedonism- or utilitarism-based.

2.2.2 Consumer’s Decision Making and Channel Selection
Niemeier et al. (2013, p. 94) divide the consumer’s decision making process into fourstages. The consumer first makes the initial consideration of a set of brands based on pastperceptions influenced by advertising, experience and other people. The second stage is tosearch for more information online and offline and to evaluate each brand in the set. Afterthat the consumer selects a particular brand and purchases it. The fourth stage is the post-purchase. The post-purchase experience influences the next decision journey and cancreate a loyalty loop subtracting stage two from the next decision journey. Furthermore,the consumer needs a trigger to start the decision journey, for instance the need to buy aproduct. (Niemeier et al. 2013, p. 94.)
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Berman and Evans (2013, p. 215) have a similar idea of the consumer’s decision processbut with six steps. According to them, the decision process starts from a stimulus andproblem awareness, continuing with information search, the evaluation of the alternativesand finally the purchase. They, too, see the post-purchase behaviour as an important step inthe decision process.  (Berman & Evans 2013, p. 44, p. 215.)

Figure 7: The consumer’s decision process retold based on Blattberg et al. (2008, p. 660), Berman and Evans(2013, p. 215) and Niemeier et al. (2013, p. 94)
The decision journey applies also in the multichannel environment. The technologicaldevelopment has not changed the consumer decision journey but it has transferred morepower to the consumers changing their behaviour at each stage (Niemeier et al. 2013, p.94). Each stage from the information search to the aftersales support can be done throughan individual or multiple channels and the attitudes based on the previous experience andthe success mentioned above influence the channel selection (Blattberg et al. 2008, p. 637).The channel preferences evolve by time and are heterogeneous across different customergroups (Valentini et al. 2011).
The decision journey starts from a stimulus to buy something. The consumers do not onlygo online for shopping but also to begin the process or to hear what other people say aboutthe products (Berman & Evans 2013, p. 83). The stimulus might come after entering thestore. The purpose of the consumer to enter the store might be to find something but alsojust to entertain themself (Scarpi et al. 2014).
The information search can be conducted both online and offline. Bell et al. (2014) notethat in the multichannel world of retail the consumers use all the channels includingphysical stores, online stores and catalogues to search for the information. Niemeier(2013, p. 102) lists that the consumers get information from their friends, the retailers andthe manufacturers and that the consumers tend to be influenced the most by peercomments. Some online platforms, such as Amazon, show the peer comments on theproduct pages (Mudambi & Schuff 2010).
A brick-and-mortar store has traditionally been a place where the sales staff has marketedthe relevant goods for the customers and provided information (Niemeier et al. 2013, p.31). However, Vanheems et al. (2013) highlight that nowadays online is the channelespecially  for  gathering  information.  They  also  claim  that  the  customers  who  have  goneonline  could  be  more  knowledgeable  than  the  sales  staff  of  the  products  and  are  moreimmune to sale pitches. Blattberg et al. (2008) see this more as an advantage. According tothem, the customers who have acquired information online can communicate intellectually

1. Stimulus tobuy 2. Informationsearch
3. Evaluationof alternativesand selection 4. Purchase 5. Post-purchaseprocess

The post-purchase satisfaction influences the next decision process and can create a loyalty loop
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with the experts and the customers might often come to the store to gather moreinformation.
The evaluation of the alternatives and the selection are in practice tightly connected to theinformation search and could often be done parallel. The peer opinions are influential andsocial media plays a major part in the selection (Niemeier et al. 2013, p. 102). The staff ina brick-and-mortar store has traditionally helped the customers to complete their selectiontask (Niemeier et al. 2013, p. 31). Vanheems et al. (2013) note that in case the consumerhas  already  visited  the  online  store  before  entering  the  physical  one  they  might  alreadyhave made an initial selection of the product.
The actual purchase can be performed either in an online store or in a physical store.Niemeier et al.  (2013, p. 116) claim that nowadays the customers are used to the limitlessvariety of products and might even be disappointed by the selection that the physical storescan offer. Today’s consumers may be less willing to allocate time for shopping and onlinestores can save their time (Berman & Evans 2013).
The post-purchase process is important from the retailer perspective since it influences thereturning of the customer. The customer might change their attitude as an outcome of theprevious experience and success (Blattberg et al. 2008, p. 637). Also Berman and Evans(2013, p. 44) note that if the total retail experience is not satisfactory for the customers,they might not make the purchase or might even decide not buy from that particularunsatisfying retailer in the future.
The  consumer’s  decision  process  in  shopping  does  not  always  follow  the  above  but  canalso be more impulsive meaning that the decisions are made without previousconsideration. In the impulsive buying the decision process starts inside the store. Impulsegoods are sold in the high-traffic areas in the stores but also in catalogues and onlinestores.  Impulsive buying may not always be fully unplanned but, instead, the consumermight have had the intention to buy but has not yet decided for example the brand. The keydrivers for impulsive buying are bargain prices and the feeling of opportunism. (Berman &Evans 2013, p. 39, p. 219.)
Long shopping time has a positive influence especially in the impulsive buying.Furthermore, the store layout, the organisation and the in-store displays are important inmaking the consumers buy impulsively and therefore consume more. (Berman & Evans2013, p. 39, p. 219.)

2.3 Multichannel Retail from the Retailer Perspective
Retailers have adopted multichannel strategy in order to stay in the competition and also tobetter satisfy the customers. Adapting a multichannel strategy has several positive effectsfrom retailer perspective, but especially online channel may create some threats for theretailers. Table 2 lists the key costs and benefits that retailers may face or gain whenexpanding their channel base.
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Table 2: The advantages and the threats of multichannel retail compared to the  single channel approach fromthe retailer perspective
Positive effects Potential threats Source

Customersatisfaction Better satisfaction throughseveral contact pointscompared to a singlechannel
Preventing dissatisfaction

(Mcgoldrick & Collins 2007;Wallace et al. 2004; Zhang etal. 2010),

Customerloyalty Satisfaction  loyalty
Relevance in a changinglife situation andpreferences

(Varley & Rafiq 2004;Wallace et al. 2004; Zhang etal. 2010)

Expanding tonewgeographicalareas
A larger market area thanthrough a single channel
An inexpensive way togeographical expansion

(Berman & Evans 2013;Diamond 2006; Niemeier etal. 2013; Zhang et al. 2010)

Extending thecustomer base Potential to get customerswith different preferencesin the existing marketarea
(Berman & Evans 2013;CBRE Research 2013;Diamond 2006; Kollmann etal. 2012)

Data collection More comprehensivecustomer data fromseveral channelscompared to singlechannel

Customers’concerns aboutprivacy and security
(Niemeier et al. 2013; Zhanget al. 2010)

Marketing More efficient marketing (Niemeier et al. 2013; Zhanget al. 2010)
Brand Brand awareness mayincrease through multiplechannel

The quality imagemay suffer in somecases
(Bell et al. 2014; Zhang et al.2010)

Costs Potential savings due tothe economies of scale
Transferring the deliverycost to the customer incase of a pick-up point

The expensesassociated withexpanding thechannel base.

(Mcgoldrick & Collins 2007;Niemeier et al. 2013; Zhanget al. 2010)

Riskmanagement Risk diversification tomultiple channels (Varley & Rafiq 2004)

Customer satisfaction is one of the key reasons for the use of multichannel strategy. Aretailer using multiple channels increases the contact points to the customers and betterserves their complex needs and therefore satisfies them (Wallace et al. 2004). McGoldrickand Collins (2007) express it in a way that multiple channels can fill the gaps causing
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customer dissatisfaction especially if the retailer is providing more than two channels. Byexploiting the advantages of different channels the retailer can better satisfy the customersand gain a larger share of their consumption (Zhang et al. 2010).
The customer satisfaction is linked to loyalty. The more satisfied customers are more loyalto the retailer even though the cost of changing the retailer in the multichannel world maybe lower than in the physical world (Wallace et al. 2004). With the multichannel approacha retailer can provide the customers with alternative ways of shopping encouraging thecustomers to remain loyal to the retailer even though their life situation and lifestylechanges over time (Varley & Rafiq 2004, p. 33). Zhang (2010) claims that customersatisfaction and loyalty are major reasons for the retailers to operate through multiplechannels. Wallace et al. (2004) suggest that the retailers operating through multiplechannels receive customer loyalty payoff.
The retailers can expand to new markets and catch larger geographical areas by adding theonline channel to the store networks (Niemeier et al. 2013, p. 116; Zhang et al. 2010).Compared to a brick-and-mortar store an online store is an inexpensive way forgeographical expansion (Zhang et al. 2010). However, Zhang et al. (2010) claim thatexpanding to the physical world from pure-play e-commerce may be expensive for theretailers.
Entering a new geographical market is not the only way how the multichannel strategy canextend the customer base. The multichannel retailers can also achieve a wider customerbase in the same geographical area because the consumers have different preferences andthe multichannel retailers can serve them across the channels (Berman & Evans 2013, p.165; Diamond 2006, p. 31).
When using multiple channels the retailers can collect data more efficiently. They gainknowledge of their customers from the sales staff observations and the transaction data(Niemeier et al. 2013). The retailers can leverage the information across the channels whenthe online and offline transactions are linked and for example the search behaviour can beused for planning the product placement in the store or for targeted marketing (Zhang et al.2010). Furthermore, comprehensive data can be of a major help to match the supply andthe  demand.  However,  the  retailers  should  be  discrete  with  the  data  that  they  collect.Customers’ privacy and security concerns may arise when the retailers are collecting andlinking the data across the channels (Zhang et al. 2010).
More comprehensive data and different channels can be exploited in the marketing as well.According to Zhang (2010), the cross-channel customer communication and promotionsincrease the efficiency of marketing.
One positive effect of expanding the channel base for the retailers may be the increase ofbrand awareness. By adding a brick-and-mortar store the retailer may increase the brandawareness and positively reinforce the brand’s legitimacy (Bell et al. 2014). On the otherhand, the retailers with an existing network with high level of service selling high-endmerchandises may face issues with their brand image in case of expanding the channelbase (Zhang et al. 2010).
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The multichannel strategy can create cost savings for the retailers. Shared commonphysical assets and operations enable sharing the costs and gaining the economics of scalebenefits (Zhang et al. 2010). By combining channels the retailer can operate in a morepowerful and flexible way (Mcgoldrick & Collins 2007). Furthermore, the multichannelstrategy may also enable the retailers to outsource store activities to the customers and thusreduce the operating cost, for example with online ordering and pick-up from the store(Niemeier et al. 2013, p. 146). However, having multiple channels may be expensive andin some cases the management may not be capable of handling several channels, causingoperational challenges.
The retail business changes over time and according to a widely discussed theory of wheelof retail, the traditional retailers are undermined by the new, low-cost approach (McNair1931; Brown 1991). Varley and Rafiq (2004, p. 38) see that the retailers dependent on asingle retail format are vulnerable to this risk and that it could be averted by using differentretail formats simultaneously. They do not directly claim that expanding the channel basewould reduce the risk to be undermined but may rather be a way to diversify the risk.
The new multichannel market environment and the consumers using the different channelsseamlessly create a threat of showrooming to the retailers. In showrooming the consumersgo to a physical store but have an intention to buy online from another store for a lowerprice. A major threat for the physical stores is to become a showroom generating sales forthe online competitors (Niemeier et al. 2013, p. 119; Bell et al. 2014). Especially pure-player brick-and-mortar retailers face this issue (Bell et al. 2014). For example Amazonhas created an application the customers can use in the competitors’ brick-and-mortarstores to scan the product and then see information, product reviews and the price onAmazon and finally the customers can purchase the product from Amazon (Amazon.com2015).

2.4 Retail Store Locations and Networks
2.4.1 Retailers’ Location Choice

Retail store locations are crucial for retailers. The store location can be a competitiveadvantage and a poor location is a common cause for a business failure (Mazze 1972;Berman & Evans 2013, p. 257). A poorly chosen location can cause a direct loss of capitaland profits but also harm the company’s reputation (Pope et al. 2012). A common phrasein retail is to claim that there are three success factors: Location, Location and Location(Jones&Simmons 1987, cited in González-Benito & González-Benito (2005)).
The process of retailers’ geographical locational decision is often divided into three steps.The first step is the selection of the market, region or metropolitan area (Mazze 1972;Ghosh & McLafferty 1987, p. 34; Brown 1992, p. 16-17). The second step in the locationdecision process is the areal analysis meaning the analysis of the local areas (Ghosh &McLafferty 1987, p. 34; Brown 1992, p. 16-17) or, as Mazze (1972) expresses it: thesituation within the community. The third step is the site evaluation either on the street orin the shopping centre (Mazze 1972; Ghosh & McLafferty 1987, p. 34; Brown 1992, p. 16-17; González-Benito & González-Benito 2005). The process is the framework for Table 3.
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The Table 3 concludes the key factors in the process of retailers’ geographical locationaldecisions.
Table 3: Key factors in retailers' site selection
The key factors to beconsidered Source

Market Selection
Population (quantity) (Mazze 1972; Mercurio 1984; Ghosh & McLafferty 1987;Pienimäki 2011; Pope et al. 2012)
Population (quality,socioeconomic anddemographic factors)

(Mercurio 1984; Ghosh & McLafferty 1987; González-Benito &González-Benito 2005)
Economic base and the futureof the market area (Mercurio 1984; Epstein 1984; Ghosh & McLafferty 1987)
Operative factors (Ghosh & McLafferty 1987; González-Benito & González-Benito 2005)
Areal Analysis
Physical environment (Mazze 1972; Ghosh & McLafferty 1987; Berman & Evans2013)
Population and demographics (Mazze 1972; Mercurio 1984; Ghosh & McLafferty 1987;González-Benito & González-Benito 2005; Pienimäki 2011;Pope et al. 2012; Berman & Evans 2013)
Shopping patterns (Mercurio 1984; Ghosh & McLafferty 1987)
Competition andagglomeration (Mercurio 1984; Ghosh & McLafferty 1987; PopkowskiLeszczyc et al. 2004; Berman & Evans 2013)
Cannibalisation (González-Benito & González-Benito 2005; Pope et al. 2012;Berman & Evans 2013)
Site Evaluation
Relative location (Ghosh & McLafferty 1987; Popkowski Leszczyc et al. 2004;Pienimäki 2011)
Accessibility and traffic flow (Mazze 1972; Snow & Scott 1984; Ghosh & McLafferty 1987;Berman & Evans 2013)
Site characteristics (Mazze 1972; Ghosh & McLafferty 1987; Pienimäki 2011)
Cost of occupation (Ghosh & McLafferty 1987; González-Benito & González-Benito 2005; Pienimäki 2011)

The population needs to be large enough in the market area in order to provide theeconomic base for the retail business (Mercurio 1984, p. 245; Ghosh & McLafferty 1987,
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p. 34). Also the consumer expenditure potential needs to be high enough in the area(Mercurio 1984, p. 250). According to Pienimäki (2011, p. 101) the population is the mostimportant factor considered by the retailers. However, the quantity of the purchasing powershould not be the only thing considered. González-Benito & González-Benito (2005)highlight the importance of the qualitative factors of the consumers. The demographic andsocioeconomic factors need to be consistent with the retailers’ target market and theretailers should have enough suitable customers (Mercurio 1984, p. 284; Ghosh &McLafferty 1987, p. 34). The viability of a retail store depends on its capability to satisfythe customers in the trading area (González-Benito & González-Benito 2005). Thepopulation and demographics should be considered in both market selection and arealanalysis (Ghosh & McLafferty 1987, p. 43).
A retailer should consider the economic base of the market area. A market based on asingle industry may be unattractive due to its risks (Ghosh & McLafferty 1987, p. 42). Thefuture growth is based on the economic base (Epstein 1984, p. 203; Ghosh & McLafferty1987, p. 42). The population growth should be considered, too, and is often linked with theeconomic climate (Mercurio 1984, p. 245).
The operative factors include the costs of operating a location (González-Benito &González-Benito 2005). Logistics and warehouse locations, the cost of advertising, the costof labour and local regulations as well as legislation are factors that could be considered asoperative factors as listed by Ghosh and McLafferty (1987, p. 42).
The analysis of the physical environment in the areal analysis includes the consideration ofthe possibilities to access the stores, for example the road network and its shape as well asbarriers such as rivers (Ghosh & McLafferty 1987, p. 43). In the location considerationalso the shopping patterns and the orientation of the consumers is important. It depends onthe area which products the consumers are willing to allocate their consumption (Mercurio1984, p. 252). Like in the market selection, in the areal analysis, too, it is important toidentify not only the total quantity of the consumers but also the quantity of the potentialconsumers for the store when it comes for example to the income level (Ghosh &McLafferty 1987, p. 45).
The key consideration in the areal and site analysis is that the competition and the locationdecisions should always be made in reflection to current retailers in the area (Mercurio1984, p. 254; Ghosh & McLafferty 1987, p. 45-46, p. 50)(254)(45-46, 50). A location nextto the competitors is not seen only negative even though for example Mazze (1972)suggests  that  the  stores  in  the  proximity  should  be  solely  complementary.  However,  thenewer research considers the positive effects of clustering to overcome the negative effectsof  an  overlapping  market  area.  For  example  the  proximity  of  competing  stores  givesconsumers the possibility to compare the products without a major increase in travel costs(Ghosh & McLafferty 1987, p. 51; González-Benito & González-Benito 2005). Theshopping districts and the shopping centres where there are stores selling comparablemerchandises  provide  evidence  of  the  clustering  benefits  of  similar  stores  (Ghosh  &McLafferty 1987, p. 51). Nowadays the international retailers consider the presence of thecompetitors very important and the mass of cluster needs to be large enough and thequality high enough (Pienimäki 2011, p. 116).
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Also the locations of the chain’s own stores should be considered in order to avoid thecannibalisation (González-Benito & González-Benito 2005; Pope et al. 2012). A retailermust take into account the trading area overlap in the store location selection since a newstore might cannibalise the sales of the existing ones and thus the net increase in the chain-level sales could be smaller than the sales of the new store (Berman & Evans 2013, p. 259).The  opening  of  a  store  in  a  different  channel  does  not  necessarily  cannibalise  the  sales.Bell et al. (2014) found in their case study that when a retailer who was first an online onlyretailer added a physical showroom to the market area it was able to increase the total salesin the market. Furthermore, the online sales which had the origin in the physical stores’market area increased and the retention rate decreased.
In the site selection the retailers should consider the location relative to existing retail andother structures in the community. The agglomeration of stores and competition play also apart in this consideration but the location of the commercial areas, recreation centres andmajor residential areas should be considered, too. (Ghosh & McLafferty 1987, p. 50-51).Since the consumers combine their shopping trips and do multi-purpose shopping(Popkowski Leszczyc et al. 2004), the location of other stores that may create synergies isan important consideration. Especially the smaller stores can benefit when locating next tolarge, attractive stores such as department stores (Ghosh & McLafferty 1987, p. 51). Theinternational fashion retailers consider very often the vacancy of the surrounding units andthe  suitability  of  the  neighbouring  tenants  as  well  as  the  synergy  they  create  (Pienimäki2011, p. 101).
The accessibility to the store is important, also determining the pedestrian and vehiculartraffic flows around the site (Ghosh & McLafferty 1987, p. 51). The transportationfacilities and parking should be easy and adequate in order to make a store successful(Mazze 1972; Berman & Evans 2013, p. 40). The accessibility should always be appraisedrelative to the attractiveness of the cluster and the competition (Snow & Scott 1984, p.218). The traffic flow is crucial especially for the stores selling impulse items (Ghosh &McLafferty 1987, p. 51). Not only the total volume of the traffic flow is important butespecially the volume of the potential traffic flow should be considered.
The final factor to be considered in the location choice is the evaluation of the site. Thisincludes  the  physical  characteristics  of  the  site  and  the  building  (Mazze  1972;  Ghosh  &McLafferty 1987, p. 52). The most important factors for the retailers in the sitecharacteristic evaluation are the shopping windows, the visibility and the shop front size(Pienimäki 2011, p. 101).
From the retailer perspective the cost of occupancy, too, is an important operative factor ofthe site selection phase and should be compared to that of the alternative sites and reflectedto the estimated demand (Ghosh & McLafferty 1987; González-Benito & González-Benito2005). Pienimäki (2011, p. 117) found out that it is the key micro factor considered by theinternational fashion retailers in their location choice.



22

2.4.2 Trading Area
A trading area is the geographical area where a store or a cluster of stores attract theircustomers. The trading area typically reflects the boundaries within which it is profitable tosell or deliver the products. The trading areas are typically divided into three categories:the primary trading area, the secondary trading area and the fringe trading area. The tradingareas are presented in Figure 8 (Berman & Evans 2013, p. 258-264.)

Figure 8: The trading areas (Berman & Evans 2013, p. 258-264; Varley & Rafiq 2004)
The central place theory is one of the earliest famous theories in spatial interaction,introduced by Walter Christaller (cited in Brown (1992, p. 42)) and further developed byLösch  (1954).  One  of  the  key  concepts  in  the  theory  is  the  distance  decay  meaning  thatwhen the distance to the retail facility increases the demand for the product decreases dueto the increased travel costs. The decreased attractiveness due to this phenomenon is one ofthe key assumptions in many spatial interaction theories and models, applied for exampleby Huff (1964).
According to the central place theory, different products have different trading areas andtherefore different locations. The maximum distance the consumers will travel for thegoods and services is known as the range and the minimum population required to makecommerce viable is known as the threshold. According to the theory, the frequentlypurchased, low priced goods (low-order products) can survive with a low threshold andhave a short range while the expensive and less frequently purchased products (high-orderproducts), such as comparison goods, have a high threshold and a long range. Even thoughthe theory has been widely criticised later on, Varley and Rafiq (2004, p. 147-149) stillthink  that  it  is  relevant  in  drawing  attention  to  the  distance-decay  effect  and  that  thesuitability of the location is dependent upon the type of product. (Brown 1992, p. 42-50;Varley & Rafiq 2004, p. 147-149)

Store
Primary trading area

50-80% of customers

Secondary trading area

15-30% of customers

Fringe trading area

Occasional customers,outshoppers
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2.4.3 Retail Store Location Types
Retail locations can be divided into different types based on their level of planning, sizeand characteristics (Berman & Evans 2013, p. 282). The classification in Table 4 is basedon Berman & Evans (2013, p. 282-291) and Snow & Scott (1984, p. 225-231).
Table 4: The types of the retail locations based on Berman & Evans (2013, p. 282-291) and Snow & Scott(1984, p. 225-231).
Location type Level ofplanning Typical anchorsor other tenants Characteristics

Centralbusinessdistrict (CBD)
Low Department stores,fashion retailers The retail concentration of a city centre.High vehicular and pedestrian traffic flows.Close to offices and entertainment facilities.High rents.

Secondarybusinessdistrict (SBD)
Low Smaller departmentstores ordiscounters.Convenience goods.

Often in an intersection of major streets.Smaller trading area than in CBD, but closerto residential areas. Lower width and depthof goods than in CBD, lower rents.
Neighbourhoodbusinessdistrict

Low Convenience goods,services.Supermarket as ananchor.
A retail location serving often a singleresidential area. Located in a major street ofthe residential area. Limited selection ofgoods.

String Low For example cardealers A cluster of stores, often selling comparablegoods. Located along a street or a highway.Low rents, possibly competition but alsoagglomeration benefits.
Regionalshoppingcentre

High Department stores,fashion,entertainment
A large, planned shopping destination with asignificant trading area. Larger than38,000sq m.3 Often more than one anchor.

Communityshoppingcentre
High Department store,discounter,convenience goods,category killer

A smaller centre, the leasable area between9,000 and 38,000sq m.3 Can be focused ona particular product category or provide alarger assortment. Often close to apopulated residential area.
Neighbourhoodshoppingcentre

High Supermarket Convenience goods, services. Smaller than9,000sq m.3

Isolated store /freestandingstore
N/A Single store. Often asupermarket. No competition but not cluster benefitseither. Low rent. The tenant needs to beattractive.

3 Based on the classification used by Berman and Evans (2013, p. 289)(289). Please note that the bookfocuses on the US market.
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The level of planning expresses how much the shopping destination is planned by thedevelopers or landlords, not only driven by the market forces. Unplanned business districtsare locations where the stores are situated together or in close proximity often due to theagglomeration benefits. Since these are not planned the retail mix may be deficient, forexample there may be several shoe stores but no pharmacy. The unplanned businessdistricts include central business districts (CBDs), secondary business districts (SBDs),neighbourhood business districts and strings. (Berman & Evans 2013, p. 285-286.)However, Snow and Scott (1984, p. 225) consider the strings being somewhat planned.
Planned shopping centres are centrally owned and managed and the stores can complementeach other better. They may be more appealing to some customers. However, the landlordregulations, the higher rents and the competitive environment may create issues for sometenants. (Berman & Evans 2013, p. 287.)

2.5 The Influence of Multichannel Retail
2.5.1 Store Locations and Store Networks

The key question this research addresses is the influence of multichannel retail in the storelocations and networks. It has not been very widely researched yet by the scientificcommunity but the non-scientific research has given more attention to that.
Berman and Evans (2013, p. 260) see that the store-based retailers need to examine theirtrading areas more carefully and examine how their customers’ shopping behaviour ischanging due to the online stores. According to Varley and Rafiq (2004, p. 164), in thefuture the increase of e-commerce and especially multichannel retail will result in theretailers requiring fewer stores to service their customers, and the retail networks will needrationalization. Also Valli et al. (2015, p. 81) see that in case multichannel retail increasessignificantly it is possible that especially the retailers having larger stores do not need asmany stores as today. However, they see in their scenario of booming multichannel retailthat a dense network of pick-up points is in the key role and may increase the number ofsmall stores. Brown et al. (2012, p. 6) view that for the most retailers the smaller networksare the future, partly influenced by the online channel and partly by the economicheadwinds. Also Barret (2015, p. 31) agrees that store closures may happen in London-context due to online retail on the store level. However, he sees that it does not necessarilyinfluence negatively the store unit demand since new online retailers are entering thephysical market. Varley & Rafiq (2004, p. 164) note that the pure-player online retailerswill need brick-and-mortar stores to facilitate the deliveries and returns, increasing thedemand for the retail space.
The literature and the non-scientific reports have relatively similar views of howmultichannel retail will influence different kind of locations. Most importantly thesecondary locations will be under pressure in the future (Varley & Rafiq 2004, p. 164;Valli et al. 2015, p. 49; Solita 2015). The Solita (2015) report notes that the stores in poorlocations are always vulnerable when new concepts arise.

“Locations with a wide mix of retailers and social attractions that provide more than shopping arelikely to remain strong destinations for shopping and prime locations for retailers. Secondarylocations are likely to come under severe pressure.” (Varley & Rafiq 2004, p. 164).
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In addition to Varley and Rafiq (2004, p. 164), Valli et al. (2015, p. 91) see that the primedestinations will remain. Valli et al (2015, p. 91) think that the role of brick-and-mortarstore increases especially along the high footfall areas. Brown (2012, p. 24) highlight the‘wow’ differentiator, the social experience and the leisure element as factors making thesignificant destinations to thrive in the future as well.
The convenience-oriented stores, including for example grocery stores, services anddiscounter stores, are less likely to be affected by online retail since they will continue tobe appealing to the time constrained shoppers demanding need-based goods (Brown et al.2012, p. 24).

2.5.2 Retailers’ Quantitative Space Need and the Role of Brick-and-Mortar Stores
The  number  of  products  in  the  store  is  one  factor  influencing  the  space  need  of  theretailers. One perspective to look at the retailers is the generalism or the specialism of theirproduct offering. A generalist retailer offers a wide range of product categories but thedepth is low i.e. there is only a limited choice of options and brands in each productcategory. Another approach is the specialist offering where the range of the productcategories is limited but the depth in those categories is high i.e. there is wide variety ofbrands and products in those particular categories. The classification of the retailers by theproduct categories is ambiguous since some retailers such as department stores can haveboth wide and deep offering whereas some retailers might offer a wide assortment of goodsbut in some categories also have a deep and specialised offering. (Varley & Rafiq 2004, p.33-34.)
Berman and Evans (2013, p. 190) note that the multichannel retailers can use the web as away to offer products that would not be profitable to keep in the store stocks, such ashighly specialized items for niche markets. The retailers’ store location needs to beaccessible to the potential customers and it should be large enough in order to hold a largeenough inventory. This may incur significant real estate costs and therefore losses inprofits (Bell et al. 2014) which may drive the retailers to decrease the product variation inthe store. Valli et al. (2015, p. 78) note that due to multichannel retail, the product varietycan be presented digitally and the moving of the products from the warehouse is moreefficient and therefore the space need in the store decreases. Also the majority of the BCSCsurvey respondents believed that the stores will downsize in the future due to e-commerce(Brown et al. 2012, p. 20).
The role of the physical space may change in the future. According to Varley and Rafiq(2004, p. 57), the fierce competition by the online retailers is forcing the brick-and-mortarretailers to reform the shopping experience in order to create the physical environment tobecome a more pleasant place for the people to spend time. Brown et al. (2012, p. 5) seealso that the physical space needs to provide the consumers with the experience and thetechnology in order to make the physical space relevant.
The brand perspective of the stores will remain very important. Berman and Evans (2013,p. 112) see that the retailers will focus on the brand experience in the future across the
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channels. In the multichannel environment the brick-and-mortar store plays an importantrole in supporting the retail brand. (Brown et al. 2012, p. 19)
The consumers favour avoiding transport costs from the online stores and often orderproducts to be picked up from a nearby store (Berman & Evans 2013, p. 191). The growthin click and collect increases the storage requirements (Brown et al. 2012, p. 32).
According to Piotrowicz and Cuthbertson (2014), the role of the physical space is not clearin the future. They claim that it could act as a hub integrating all the channels, providingpersonal experience and attracting customers regardless of the channel they use. When itcomes to the retail space, Brown et al. (2012, p. 33) highlight the importance of theflexibility of the physical space in order to react to the changes in the retail industry.
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3 Empirical Research Methods
3.1 Empirical Research Methods

Hirsijärvi et al. (2009, p. 134-135) introduce three different traditional strategies forconducting an empirical research: experimental research, quantitative research andqualitative research. Creswell (2009, p. 3-4), on the other hand, includes the experimentalresearch in the quantitative research but brings up mixed method research as the thirdresearch strategy. According to him, the qualitative and the quantitative research shouldnot be seen as opposites but rather as different ends of a continuum where mixed methodlies in the middle.
In  the  qualitative  research  the  key  is  to  describe  real  life  and  to  study  the  object  ascomprehensively as possible. In the quantitative research the focus is on the numericalmeasurement and the statistical analysis (Hirsjärvi et al. 2009, p. 140, 161). In thequalitative research one of the key things is to find conformities.
The mixed method research, as a combination of the qualitative and the quantitativeapproaches, should provide a more complete understanding of the research problem(Creswell 2009, p. 4). Also Hirsijärvi et al. (2009, p. 136-137) recognise that thequantitative and the qualitative methods can be used to complement each other for exampleby 1) using the qualitative methods as a pre-test before the quantitative methods, 2) usingboth  methods  parallel  in  order  to  expand  the  results  of  the  whole  sample,  or  3)  creatinggroups for the qualitative research by the help of quantitative methods.
In order to gain a more comprehensive understanding of the research problem, the mixedmethod approach is used in this thesis. The qualitative and the quantitative methods areused parallel in order to gain as much information as possible. Furthermore, the interviewresults can be used in creating the survey. The use of two research methods also gives thepossibility for triangulation (please see chapter 6.1), increasing the validity and reliabilityof the research.

3.2 Data Collection
3.2.1 Interviews

The traditional methods of the qualitative research are interviews and observations(Saaranen-Kauppinen & Puusniekka 2006). An interview can be conducted in differentways. The methodology literature including Eriksson & Kovalainen (2008, p. 80-83),Hirsijärvi & Hurme (1988, p. 28-37) and Saaranen-Kauppinen & Puusniekka (2006)divides the interviews into three categories: structured interviews, guided or thematicinterviews  and  open  interviews.  Different  sources  use  slightly  different  names  anddefinitions for the three classes.
The  structured  interviews  are  done  with  a  positivist  ‘what’  question.  They  follow  astandardised  structure  with  the  same  questions  for  all  the  participants.  The  structuredinterviews are efficient in collecting information about facts but may sometimes lack
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important information and flexibility. (Hirsjärvi & Hurme 1988, p. 29-30; Tuomi &Sarajärvi 2002, p. 81-82; Eriksson & Kovalainen 2008, p. 82.)
The guided or thematic interviews can answer both ‘what’ and ‘how’ questions and have apre-planned structure or topics to discuss but the structure does not necessarily need to befollowed (Hirsjärvi & Hurme 1988, p. 35-37; Saaranen-Kauppinen & Puusniekka 2006;Eriksson & Kovalainen 2008, p. 82). Some researchers such as Hirsijärvi and Hurme(1988, p. 35) see the thematic interview as a semi-structured interview while someresearchers such as Saaranen-Kauppinen and Puusniekka (2006) suggest that those are twodifferent categories. The thematic interview can be used to gain knowledge of aphenomenon that is not very well known (Saaranen-Kauppinen & Puusniekka 2006). In theopen interview, on the other hand, there is no formal structure and the conversation mightmove to any direction and furthermore the open interview often requires several interviewsessions with the same person (Eriksson & Kovalainen 2008, p. 82-83). The differentinterview methods are described in Table 5.
Table 5: The comparison of the interview methods by Hirsijärvi & Hurme (1988, p. 38)

Structuredinterview Thematicinterview Openinterview
Question format Fixed Recommendedquestions Open
The topics of the questions Strictly defined Loosely defined Not defined
Sample Large Relatively small Small
Cost per answer Relatively low Relatively high Relatively high
Workload in the analysis Relatively small Heavy Heavy
The researcher’s knowledgeof the topic Can be little Necessarilycomprehensive Necessarilycomprehensive
The information the methodprovides Superficial Deep Deep

The topic of this thesis is new and not well known which is why thematic interviews werechosen. They can provide information about a less known topic and give the intervieweesan opportunity to express their insights as shown in Table 5. Furthermore, the thematicinterviews give the interviewer the opportunity to ask additional questions but are on theother hand a more cost-effective way than open interviews. The open interviews would beless suitable since with the same workload the sample would have to be smaller and in thiscase one opinion could get too much weight. The structured interviews would not give theinterviewees the possibility to bring up their full potential since they are limited to thequestions the researcher asks.
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In the qualitative research only as much data as it is necessary to complete the researchtask is needed. One way to solve the question about the amount of data is saturation. Thedata is saturated when the new cases do not bring any new information related to theresearch question and the cases start to repeat themselves. (Eskola & Suoranta 1998, p. 62-63.)
This thesis focuses on the influence of the multichannel retail in the brick-and-mortarstores and therefore the interviewees were selected among people whose work focuses onthe physical stores and the real estate side in the retail sector. There were two targetinterviewee groups in the thesis. The first group consists of the people working for theretailers. They may have a deep understanding of the topic since their work is close to it.However, their focus may be on their own company’s practices. The second group consistsof the consultants and advisors who deal with many different retailers. They may have aless deep but a wider understanding of the topic. The number of interviewees was notdecided beforehand but instead the interviews were done until the saturation of the datawas seen. In total eight people were invited to an interview and six of them gave aninterview for  this  thesis.  Five  out  of  eight  requests  for  the  interview were  sent  via  emailand three of them were asked personally. The interviewees are listed in Table 6.
Table 6: The interviewees for the thesis

Company Type ofcompany Current position Focus market

Robert Bonwell JLL Advisory CEO for EMEAretail Europe
Ari Hokkanen SuomalainenKirjakauppa Retailer Business LocationManager Finland
Lisen Petterson Teknikmagasinet Retailer Store ExpansionManager Sweden, Finland
Jessica Syren Gina Tricot Retailer Responsible forExpansion Sweden, Finland,Norway, Denmark,Germany
Alexandra Tornov JLL Advisory Associate Director,EMEA research Europe
Sirpa Vuorimaa JLL Finland,previouslyFinlayson

Advisory,previously ina retailercompany

Associate Director,previously Head ofRetail at Finlayson
Finland

Three of the interviewees worked for a retail company with the multichannel strategy andtheir responsibilities included the store network and the acquisition of new store locations.One interviewee, Sirpa Vuorimaa, had recently worked for a retailer and then moved to anadvisor position. Two of the interviewees had a long advisory and research background inthe real estate sector focusing on the retail properties.
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The interviews were executed between August 2014 and October 2015 by the researcher.Five out of the six interviews were conducted in a personal meeting at JLL Finland’soffice. One interview was conducted via phone because the interviewee worked in Londonand did not have plans to visit Finland in the near future. The interviewees were providedwith a list of themes that was sent to them via email 1-5 days prior to the interview. Theinitial list of the themes is presented in Appendix 1. The themes changed slightly after eachinterview based on the knowledge gained from the previous interviews.
The length of each interview was between 25 and 60 minutes. All interviews wererecorded by a mobile phone and later transcribed in order to access the information. Afterthe transcription the interviews were categorised.

3.2.2 Survey
In addition to the interviews, a survey was used for the data collection. In a survey the datais collected in a formal, structured way i.e. the questions are exactly the same for all therespondents (Alkula et al. 1994, p. 118; Hirsjärvi et al. 2009, p. 182-187). The advantageof the survey is that it is a cost-effective way to collect larger samples (Alkula et al. 1994,p. 118; Hirsjärvi et al. 2009, p. 182-187). Survey is a good format to collect data aboutfacts, behaviour and actions, information, values, attitudes, beliefs, insights as well asopinions (Hirsjärvi et al. 2009, p. 186). A survey was used in this research since it enabledhaving the opinion of a larger amount of experts than the other research methods.
The surveys have some disadvantages as well. It is not possible to be sure how serious therespondents take the survey. Furthermore, the questions are not always unequivocal and itis not possible to control the misunderstandings. In a survey it is not always possible toknow how deeply the respondents know the topic. (Hirsjärvi et al. 2009, p. 184.)
The guidelines by Hirsijärvi et al. (2009, p. 191-192) were used when forming thequestions for the survey. The questions in the survey can be either open questions, multiplechoice questions or questions based on scales (Hirsjärvi et al. 2009, p. 187-189). The openquestions in the survey should not be used too much because the respondents often prefertick-in-the-box questions (Borg 2010). All of the three question types were used in thesurvey but the open questions were used only to provide the respondents with a possibilityto comment on the topics of the previous tick-in-the-box questions.
The “I don’t know” -option should be used carefully and should not be provided too easilyfor the respondents but on the other hand, if the questions are difficult and that option isnot available, it may ostensibly decrease the reliability of the research and increase thefrustration of some respondents (Borg 2010). The “I cannot comment on this one” optionwas given in some questions but not in those which the respondents should havepresumably been able to answer.
The survey form was done digitally in the Google Forms service in both languages,Finnish and English. The form was tested and commented by a few experts beforefinalising and publishing it. The aim of this review was to minimise the possibility ofambiguous questions. According to Borg (2010), the answering time of a survey should notbe more than 15-20 minutes since the respondents may otherwise feel it as a barrier to
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participate in the survey. The timed answering time of the survey was ca. 5 minutes. Thesurvey is presented in Appendix 2.
The aim of the survey was to collect information from a larger group of experts than in theinterviews and to get a wider insight into the topic. The target group of the survey was theprofessionals working for the retailer companies in the positions related to the storelocations, networks and e-commerce. The target group is the same as the target group ofthe interviews. One reason for choosing the retail professionals as the target group is thatthey supposedly have knowledge of the topic, tackling one of the disadvantages listed byHirsijärvi et al. (2009, p. 184). Furthermore, relatively difficult questions were asked in thesurvey because presumably the retail professionals should have a deep knowledge of thetopic.
The request to answer to the survey was sent to a total of 101 professionals responsible forthe Finnish or the other Nordic retail markets. The companies and the persons were hand-picked by the JLL Finland’s retail team in order to include relevant companies andpersons. The target persons were approached via a personal email on October 28-29th in2015. An example of the email sent to the target persons is presented in Appendix 3. Theemail was written in Finnish to the Finnish-speaking persons. The majority of the targetpersons was approached with a similar email but those people the researcher knew betterwere approached with a personal email.
In order to make the survey more appealing, one 50€ gift card was drawn for onerespondent who left their contact details. The respondents answered the surveyanonymously. The data was handled according to the database description presented inAppendix 4.
In total 17 persons answered the survey resulting in a response rate of 16.8%. Figure 9shows that the respondents are spread among different businesses. The largest retail sectorsare fashion and home & interior, both with three respondents.
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Figure 9: The retail sectors the respondents are mainly working in.
Figure 10 shows that almost all of the respondents’ companies are operating through boththe physical and the online channel. Furthermore, four of the respondents’ companiesoperated also through a catalogue. Only one respondent’s company was not a multichannelretailer.

Fashion17,6 %

Electronics /whiteware11,8 %

Books5,9 %
Departmentstores11,8 %Sports &outdoor5,9 %

Home &interior17,6 %

Jewellery,watches andopticians5,9 %

Cosmetics5,9 %

Other17,6 %
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Figure 10: The channels which the respondents' companies use for selling products.
The researcher was ambiguous in the English version of the survey when asking the focusgeographical markets of the respondents and the question could be understood as the focusgeographical markets of the company. All of the respondents had Finland as one of theirfocus market. The other popular focus markets were Sweden, Estonia and Norway.
Statistical software or cross-tabulation were not used in the analysis of the survey becausethe  sample  was  too  small,  only  17  responses.  A thumb rule  is  that  they  would  require  aminimum  of  30  answers.  The  data  was  instead  analysed  with  the  Microsoft  Excelspreadsheet software. The averages and standard deviations of the answers were calculatedand visualised to improve the readability.

Physical storeand onlinestore70,6 %

Physical store,online storeand catalogue23,5 %

Physical storeonly5,9 %



34

4 Results
4.1 Multichannel Retail and the Consumer Preferences

The retail channels and their importance from the consumer perspective is studied in thisthesis since the consumers create the demand for retail. The consumer perspective wasbriefly discussed with some of the experts in the interviews. Furthermore, in the survey therespondents were asked to grade different attributes as they think the consumers see them.These attributes are dominant either in brick-and-mortar stores or in the virtualenvironment. The attributes are based on the literature introduced in chapters 2.1.2and 2.1.4. The results of the question “How important do you consider the followingattributes from the consumer perspective“ are presented in Figure 11 and Figure 12.

Figure 11: The importance of the shopping-related attributes from the consumer perspective, the distributionof the answers.

0 % 20 % 40 % 60 % 80 % 100 %
Touching and feeling the products

Social and entertaining aspect of shopping

Wide assortment of products

Price

Personal service and information

Possibility to shop regardless of time and place

Immediate delivery of the product

Possibility for cash payment

Possibility to return the product to a physical store

5 - Very important 4 3 2 1 - Not important at all
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Figure 12: The importance of the shopping-related attributes from the consumer perspective, the average andthe standard deviation.
Figure 11 and Figure 12 show that according to the survey, the personal service andinformation is considered as the most important attribute from the consumer perspectiveand the respondents are unanimous on this. The mean of the answers is 4.5, the standarddeviation is 0.50 and all of the respondents have graded its importance being four or five.Most of the attributes are almost equal by the mean and considering the small sample ofthe survey and therefore the possibility for errors, these attributes could be consideredimportant as the personal service and information. These attributes include touching andfeeling the products (mean 4.29, standard deviation 0.57), the social and entertainingaspect of shopping (mean 4.18, standard deviation 0.78), a wide assortment of products(mean 4.41, standard deviation 0.69), the price (mean 4.18, standard deviation 0.71), thepossibility to shop regardless of time and place (mean 4.24, standard deviation 0.81) andthe immediate delivery of the product (mean 4.36, standard deviation 0.76). The possibilityto return the product to a physical store is considered slightly less important (mean 3.82,standard deviation 0.62) with the mode of the answers being four. The only attribute whichis clearly considered less important from the consumer perspective is the possibility forcash payment (mean 2.53, standard deviation 0.76) with a mode of two.
Information was one of the key attributes that the interviewees highlighted. Several of theinterviewees told that the consumers are finding product information online beforehandand that they are knowledgeable of the products. One of the interviewees brought up thepower of peer comments in steering the consumers’ shopping decisions.
Touching and feeling the products was considered very important for the consumers in theinterviews and it was stated as a key attribute that supports the existence of brick-and-
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mortar stores. One thing that the interviewees associated with the touching and feeling theproducts was showrooming. Some of the interviewees saw the threat of the customerscoming to a brick-and-mortar store just to test the products and then buying online for acheaper price. They also noted that checking the prices online while visiting the store is anincreasing trend. However, one of the interviewees said that everybody compares pricesonline and the retailers just need to deal with it and find ways to benefit from it. One of theinterviewees mentioned that checking the prices and showrooming is less probable in smallstores where there is personnel present but that it may be a more considerable issue inlarger stores with no personnel.
The personal service was seen as another key attribute in multichannel retail. Five out ofthe six interviewees agreed on it being very important. Service is an attribute that drivesthe consumers to the store making them return, aggregating additional sales, creating apersonal feeling for the customers and it is something that cannot be replicated in an onlinestore. One of the interviewees also stated that the personnel is in the key role steering thecustomers to an online store. Two of the interviewees agreed that the personnel needs to betrained differently to work in the multichannel environment. One of the intervieweesdescribed the importance of personal service in their company:

For [Company], there is one thing that is really really important for us, and that is personal service.We give service with a smile from ear to ear. That’s what we do. And with technical knowledge. Andwe think that stores give us an excellent opportunity to give that personalized customer service,because that brings them store back again.
The returning of the products to the store was not widely discussed with the interviewees.However, one of the interviewees noted that the return policies are among the key factorsdriving down the profits in fashion e-commerce since expensive logistics are involved in iton the retailer’s cost and because the consumers order several different sizes and return allthat do not fit. The interviewees saw this also as a driver for the pure-player online retailersto open physical operations.
The interviewees who discussed different customer groups agreed that the shopping habitsdiffer  between  different  groups.  One  of  the  interviewees  had  noticed  that  at  least  amongtheir customers the young people are dominant in the online channel. According to oneinterviewee, luxury is one sector that is moving online more slowly than many others suchas mass market fashion. Two of the interviewees said that e-commerce is not foreverybody and that there will always be those who want to shop in brick-and-mortar stores:“[b]ut we do not think that e-commerce will take the whole sales process, there are peoplewho want to shop [in physical stores]”.
According to the interviews, the omnichannel approach is important since for the consumerthe channel does not matter that much and they require a unified form and offering acrossthe channels. One thing that came up in the open answers of the survey was that theconsumers  shop  where  it  is  the  most  convenient  for  them.  E-commerce  is  a  way  for  theshoppers to buy regardless of the time and the place making the shopping easy. Theconsumer perspective and behaviour in multichannel retail is important for the retailers.Some of the interviewees mentioned that the consumers are getting more power in themultichannel environment:
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And from there it evolved during last two years into omnichannel and there was the awareness thatthe customer wants really an integrated experience. -- And obviously the retailers realized that theyneeded to provide this customer experience if they did not want to lose the customer as the customerhas become much more powerful in getting what he or she wants.
One interviewee also saw that e-commerce is spoiling the customers:

If we are talking about e-commerce, you can say that e-commerce is creating a very spoiled customerwho is very used to getting their will.  --  But even though we see that people are if you go to a shopfour years ago if you entered the shop and you wanted  to buy a blue sweater, and I say that ‘sorry,it’s finished in your size but you can buy this red instead’. And people bought the red instead. Notanymore.
All of the interviewees agreed that the retailers need to be online in today’s world of retail.Almost all of the interviewees agreed that the e-commerce market will grow in the futureas well. Two of them highlighted that the retailers having a multichannel strategy are moresuccessful than those operating through only one channel. However, two of theinterviewees noted that the profits of multichannel have not realised yet. One of theinterviewees said that “[m]ultichannel is something that everybody is doing now and if youare not part of the game, you’ll probably lose market share or customers”. Anotherinterviewee noted that: “it [moving to the multichannel strategy] is not so much aboutcompetition, it’s more because world is changing, demand from the population, x and ygenerations, the millennials, Internet”. This interviewee also stated that the time ischanging and the retail sector is adapting to that. One interviewee highlighted that it isexpensive for the traditional brick-and-mortar retailers to move towards the multichannelstrategy since their whole supply chain and logistics are optimised for the physicalpresence and that adapting to e-commerce is much easier and cheaper for the new retailers.
Three  interviewees  said  that  getting  good data  was  seen  as  one  of  the  key  advantages  ofmultichannel retail. The key is the big data with which e-commerce provides the retailers.It can be used for targeted marketing and forecasting the demand, testing the products andcampaigns, testing the pricing and finally making the customers to consume more. Thedata is better if it can be got from multiple points and applies to all the channels thecustomer uses. According to one interviewee: “whoever has the data about the customersis in powerful position”. However, two of the interviewees highlighted that the retailersshould be very sensitive when tracking the customer behaviour so that the customer doesnot feel followed.

4.2 The Role of the Brick-and-Mortar Stores in the Future
One of the research questions was about the role of brick-and-mortar stores in the future ofretail. It was asked directly in the survey and also the interviewees had a lot of insight intothe subject. The potential future roles in the survey were created based on the literature andthe interviews. The results of the question “how do you think the role of brick-and-mortarstore will develop in the future” are presented in Figure 13 and Figure 14.
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Figure 13: The role of brick-and-mortar stores in the future, the distribution of the answers.

Figure 14: The role of brick-and-mortar stores in the future, mean and standard deviation.
The  experts  were  asked  in  the  survey  how  the  role  of  the  brick-and-mortar  stores  willdevelop in the future. As presented in Figure 13 and Figure 14, the respondents saw thatthey will most likely change towards showrooms (mean 4.35, standard deviation 0.59).
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They were also seen to become more like pick-up points (mean 4.12, standard deviation0.68), places for personal service (mean 3.94, standard deviation 0.87), places for socialinteraction (mean 3.94, standard deviation 0.80), places for engaging with the customers(mean 3.88, standard deviation 0.83) and places for spending time (mean 3.76, standarddeviation 0.81). Furthermore, the role of a brick-and-mortar store as a place for sellingproducts is seen to increase in the future, which is controversial to the increased role as ashowroom and a pick-up point. However, the majority of the respondents saw that therewill be no change or it will be less of a place for selling products.
One of the interviewees mentioned that the role as a showroom is developing:

At least in high street shops are becoming much more a showroom so you will not be able to go thereand buy something but you will be able to go there to look at the product, maybe touch it, to feel it, toget information about it, maybe to speak to sales assistant because you want to know about specialthings about the product, which is important. You are not going there to take it and to pay for it and totake it away, it will be sent to you or it will be ordered for you to pick up in the store or in a differentstore or a pick-up point or whatever. So that’s, there are quite strong expectations that this kind ofdevelopment is going forward.
The showroom role was also seen from a wider perspective and part of it wasdemonstrating the products and getting the attention from the customers. It was also seenthat the showroom role differs in different businesses. One of the interviewees clarifiedthat in fashion the brand stores may become showrooms but in the mass market thetransactional store will remain dominant:

I think those who are mass market brands will have products in the stores for people to shop directly.But I think that some of the brand stores will be able to just put few items in the store and make peopleorder if you see like Abercrombie, they would probably not able to have a store in Jyväskylä. But theymight have a pop-up store or a small space where you can go in as a customer and get the feeling andthen order from that.
The interviewees had slightly different opinions of the transactional role of the store, as didthe survey respondents, too. In one interviewees’ opinion in the mass market thetransaction and the store being full of products were seen more important than theexperience. Impulsive buying and additional sales were strongly associated with brick-and-mortar stores by the interviewees. They were seen as places where the customers can comewithout knowing what to buy.
Among the interviewees the experience in the store and making an impact on thecustomers was considered to play a key part in the role of brick-and-mortar stores in thefuture. The demand for the increase in experiences in the store was seen as a consequenceof the new competitor, the online channel, but also as a consequence of changing theconsuming habits. The leisure element was seen to come to the shopping centres but also tothe stores. The advantage of the leisure element is the increased dwelling time andtherefore an increased average purchase. The disadvantage was the price of the floor areathat  the  leisure  element  needs  and  a  doubt  if  it  really  is  worth  investing.  One  of  therespondents highlighted that today the store experience is important in driving people tothe brick-and-mortar stores. However, because the consumption habits and preferencesmay change this may not be the case in the future. The role of the physical space was seenas a place to impress the customers and to convince them.
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So it is absolutely also making an impact in physical space. We still want to have that impact when wecome to a store, otherwise we could just stay in the sofa. I hope to feel that when I come into a store, Ihave a thousand opportunities and I might need only one item but I can choose from all this.
One of the interviewees brought up that in case the stores become more like showroomsthere may be new possibilities to use the store during the downtime. If there is a limitednumber of products in the store, it could be used for other purposes when the store isclosed. This would influence the lease structures as well. Another interviewee highlightedthe importance of the retail store when organising events for the loyal customers.
A place for providing customer service was seen as a very important role of the brick-and-mortar  store  and  most  of  the  interviewees  brought  it  up  without  asking.  The  factors  theinterviewees associated with personal service in the physical space were touching andtesting the products, demonstrating the products and providing the customer withinformation and a social moment. Furthermore, the additional sales were consideredcorrelating strongly with good personal service by several of the interviewees. The needfor touching and feeling as well as testing the products also came up clearly in the openanswers of the survey.
The  role  of  a  brick-and-mortar  store  as  a  pick-up  point  was  seen  as  a  plausible  futuredevelopment among the majority of the interviewees. They all highlighted that it is a goodopportunity for additional sales and one of them saw it as a perfect chance to harness bigdata to provide the customer with meaningful additional products. It was seen as anopportunity to start a new sales process. Furthermore, the pick-up of the products was seenin the interviews as a way to save in the product deliveries and to avoid particularexpensive logistics from the last logistics hub to the consumer’s home.
The role of the physical space from the brand perspective was considered important aswell. Four of the interviewees brought this up and they saw that it is about making animpact on the consumer. One of the interviewees noted that the brand should be visible inevery channel but that the brick-and-mortar stores play an important role. One of theinterviewees noted that:

If retail goes more online and the retailers cut their networks, in that case the brand role of theflagship stores will be more important. Like the experience will be very important in that.
Another one of the interviewees said:

It [brick-and-mortar store] will of course be more and more entertaining and experimental in thefuture but the most important thing is how we show our brand to the customers. The more often thecustomer bumps into it, the better.
Furthermore, two of the interviewees noted that the physical presence increased the trusttowards the brand especially in product returns. In the open answers of the survey it wasnoted that the brand role is the key reason for the retailers to keep the physical networks.Also the increased credibility caused by a physical store came up in the open answers ofthe survey.
One of the interviewees concluded the role of the physical space in the following way:
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The service experience, the person to person experience happens there [in the store] and it cannot bereplicated online. Additional sales actualise in the store, there is a pick-up point for an online storeand the service experience actualizes there. A store is a place for social interaction, it is the socialmoment. Presentation, showroom, feeling and testing the products. Everything emotional.
Another interviewee put it in this way:

So I think that population change, online competitor, need for experimental retail, dwell time. Allthese are reasons why store has changed, not just the online competitor. And when I say the onlinecompetitor, I don’t mean the old competitor that they used to have. I don’t mean Mango and Zaracompeting. I mean new Boohoo. Or new whatever is your online retail who access the customer innew way with no physical stores that’s the competitor I’m talking about. It’s a new entrance to themarket that is frightening big old retailers.
The physical space was viewed as a dominant channel in the future as well. All theinterviewees were unanimous on it. One of the interviewees concluded: “[b]ut thephysical space should become more important, not less important because of themultichannel world“.

4.3 The Influence of Multichannel Retail in the StoreNetworks
The network-related questions were asked in the survey more briefly than the otherquestions. However, the theme was relatively widely discussed in the interviews.Furthermore, most of the interviewees answered the open questions about the retailnetworks. The distribution of the answers to the question “how does the transfer tomultichannel strategy influence into the retail networks” is presented in Figure 15.

Figure 15: The influence of the multichannel strategy in the retail networks, the distribution of the answers
The majority of the respondents agreed that the multichannel strategy does not have asignificant influence in the retail networks. Two of them thought that it causes an increasein the number of stores whereas three of them thought vice versa as shown in Figure 15.
One of the interviewees discussed the trading areas in multichannel retail. Theyhighlighted that multichannel retail enables huge trading areas for the retailers via e-commerce. They also mentioned that the cross-border online sales are increasing, whichmeans even larger trading areas especially because some of the retailers are able to deliverthe products without delivery fees.
The interviewees agreed that the store networks will be under a severe pressure and thatthere will be cuts in the physical networks but that the physical store will remain, partlydue to its significant role in retail. One of the interviewees said that for their own companythe multichannel does not mean less stores but rather more stores. The other ones agreed
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that less stores is a potential future scenario. Some of the interviewees thought that thefuture store closures are not only a consequence of e-commerce but that there are otherfactors  included,  as  well.  One  of  the  interviewees  put  it  in  the  following  way in  the  UKmarket environment:
When a retailer traditionally opened a store, it would push out as many, it’s only way to market forthe customers was physical space. So the model was: get the biggest networks in the most streets,where most of the customers were. And get your brand out there. Some of the stores would be losingmoney but their whole brand with their network was strong. Then came along recession and theyrealised that I have too many stores and I have to cut stores. And straight after that came digital ormultichannel. So the change for mature retailers to have a network of too many stores, was it therecession or was it digital, they had to change. But at the same time they were changing the network,they had another call for cash: online multichannel. So it cost money to reduce their network and theyneeded money to refurbish their new stores and they needed money for digital. And so the physicalspace, there is clear data that the amount of stores you need, depending on the retail sector, theamount of stores you need to reach your catchment, became less because you could reach yourcatchment in cheaper way and more efficient way by doing online. To reach the customer. So thestores reduced. But there is a realisation by the retailers that when they reduced their stores, thebigger cities and bigger markets, they actually needed bigger stores. We clearly know it’s a trend, it’sbeen a trend, that ladies’ wear, menswear to take bigger stores and take flagship stores in keylocations and the rest of their main city stores get bigger. So can you say that the trend, that storeconsolidation, refurbishment, bigger stores are just because of multichannel. I don’t think so. I think itis a combination of recession, over-expansion and high streets in many smaller cities in countries likeUK and Germany where there are a lot of cities decreased, declining. And just too much retail. Canyou say that the multichannel has changed the way the physical network is structured? Absolutely yes.So the physical space, the number of stores has reduced.

Two of the interviewees said that today the closures are for other reasons, but in five years’time the e-commerce will have more impact on the closures. A few of the intervieweeshighlighted that in the multichannel competition there is no possibility to have unprofitablestores. One of the interviewees said:
Retailer XX (competitor) had a strategy to have as many stores as possible despite the profitability ofa single store. For us today the store is important. Every store needs to be profitable. Otherwise weare screwed.

Two of the interviewees also saw that the data which multichannel retail provides helps tooptimise the networks. One of the interviewees said:
I could also say that we use all the data that we get from the customers from the Internet. We can alsosee whether a lot of people are buying [the brand]. We don’t have a store in Lappeenranta. We cansee that there are very many people buying from Lappeenranta. Maybe it is interesting to have a storethere because we have a strong customer ground. Maybe it is the other way around. There is no-onebuying from us in Joensuu, maybe we don’t need a store in Joensuu. Or the other way around, maybewe must have a store in Joensuu in order to show ourselves since people don’t know who we are inJoensuu. So you can use that tool to analyse that, well, this is an interesting marketplace for us to seta store.

Both some of the interviewees and some of the respondents in the open answers of thesurvey noted that even though the store networks of the current retailers may get smallerthe new online retailers are potentially moving to the physical environment more and morein the near future. This creates demand for brick-and-mortar store space and therefore the
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total demand may not decrease even though the current chains would optimise theirnetworks.
4.4 The Influence of Multichannel Retail in the StoreLocations

The future of the different store locations was asked in a relatively detailed way in thesurvey. The categories of the store locations are based on chapter 2.4.3. The topic wasdiscussed in a less detailed way in the interviews. The results of the question “how do youthink the multichannel retail will affect the retailer demand in the following locations” arepresented in Figure 16 and Figure 17.

Figure 16: The influence of multichannel retail in the store locations, the distribution of the answers.
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Figure 17: The influence of multichannel retail in the store locations, mean and standard deviation.
The respondents in the survey were less unanimous on the question about the futuredemand for store locations. The store locations that become more interesting for theretailers according to the survey are the central business districts in large cities (mean 4.06,standard deviation 0.64), the large shopping centres (mean 3.65, standard deviation 1.08),the secondary business districts in large cities (mean 3.41, standard deviation 0.77) and thecentral business districts in small cities (mean 3.06, standard deviation 0.94). The demandwill decrease in the small shopping centres (mean 2.76, standard deviation 1.16), thesecondary business districts in small cities (mean 2.65, standard deviation 1.03), the suburbcentres (mean 2.31, standard deviation 1.04), the retail concentrations outside the citycentre (mean 2.31, standard deviation 1.36), the local shopping centres (mean 1.99,standard deviation 1.08) and the isolated stores (mean 1.78, standard deviation 1.26). Thecentral business districts will be the most interesting for the retailers in the future (mean3.56). According to the survey, the secondary business districts will not overall beinfluenced by multichannel retail (mean 3.03). The shopping centres will face a decreasedretailer demand (mean 2.76) overall but it should be noted that the demand for largeshopping centres will increase. The retail concentrations outside the city centres and theisolated stores will face the largest decrease in demand (average 1.79).
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The interviewees agreed that a good location plays a very important role in the future retailbusiness. One of the interviewees said: ”I think that the location will be even moreimportant in the future.” The majority of the interviewees agreed that the primary locationswill remain interesting for the retailers but that the secondary locations will be under morepressure. According to one interviewee, in the mature multichannel markets such as in theUK the demand for larger stores in the prime locations has increased. They put theinfluence of e-commerce into words: “So less network, less stores, different stores, betterlocations, bigger stores.” One of the interviewees said that there will not be many changesin the high streets due to e-commerce. The stores may change but the locations willremain. According to the interviews, the key reason why the primary locations will remainis the natural traffic flows they provide because spontaneous buying is important in abrick-and-mortar store.
According to the interviewees, the secondary locations will be less interesting for thebrands in the future. Some reasons are that operating a store in a secondary location isexpensive compared to the turnover and that there are alternative ways for the brands toserve the market including distribution through hypermarkets, department stores or onlinestores. One interviewee brought up the difficulty and the expensiveness of the e-commercelogistics in the rural  areas which may be a reason for some retailers to keep the stores inthe smaller cities. They also saw that the shops may become more hybrids in the smallercities  and  the  pick-up  would  play  an  important  role  in  that.  One  of  the  intervieweesmentioned that there will be store closures in the secondary locations and that e-commerceis not the only reason but accelerates the change.
The majority of the open answers in the survey agreed that the grade A locations will  bemore important in the future and that the small cities and the secondary locations will beless interesting for the retailers in the future due to multichannel retail. One of therespondents said that the small suburbs and centres may even die due to e-commerce.

4.5 The Influence of Multichannel Retail in the QuantitativeSpace Need
The quantitative space need was discussed relatively comprehensively in the interviewsincluding the different operations inside the store and some qualitative factors such as thein-store technology. Furthermore, the influence of multichannel retail in the different storeareas was asked in the survey. The results of the question “how does the multichannelstrategy influence in the space need of the following in-store areas” are presented in Figure18 and Figure 19.
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Figure 18: The influence of the multichannel strategy in the space need for the in-store areas, the distributionof the answers.

Figure 19:  The influence of the multichannel strategy in the space need for the in-store areas, mean andstandard deviation of the answers.
According to the survey, the space need for a pick-up point area (mean 3.75, standarddeviation 0.82) and an area for entertainment (mean 3.69, standard deviation 0.58) willincrease in the future. The area where the customers are (mean 2.94, standard deviation
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0.73) and the storage area attached to the store (mean 2.94, standard deviation 1.39) wereseen not to be affected by multichannel retail on average. It should be noted that the spreadof the answers in the storage area question is very wide i.e. the respondents did not agreeon this. On average the respondents thought that the total store area will not change due tomultichannel retail (mean 2.88, standard deviation 0.96). However, there were severalrespondents of the opinion that the store space need will increase slightly as well as thoseof the opinion that it will decrease slightly.
One perspective to the store size discussed with all the interviewees was the number of theproducts in the store. The majority of them agreed that the number of the products can bedecreased in the store. Some retailers might be able to decrease the amount of products inthe store due to the transfer towards showroom-type retail. However, one of theinterviewees said that in the fashion sector this applies only to a limited number of brandstores and that in mass market fashion the instant gratification is so important that a fullrange of products needs to be in the store and cannot be moved online.
One reason for the decreased number of products in the store mentioned by one of theinterviewees is that multichannel retail provides data that can potentially be used toforecast the demand more accurately. The multichannel strategy and an online store enablethe retailers to have a wider range of products online and online is also a platform to testnew products in small patches. One of the interviewees mentioned that even though thenumber of the same product may decrease in the store the total number of the productsdoes not necessarily decrease since it enables widening the range of the products. One ofthe interviewees gave an example of Walmart:

Walmart, they have recently announced that they are starting to take off a lot of the storage of theitems inside the store back into warehouse because that increases their ability to deliver wherever thecustomer wants the product and that means that they need more space in the warehouse but less spacein the shop. It could also be an upside opportunity to have more different items on display becauseyou don’t need to stock a huge quantities of one single item, different sizes, different colours, so thatcould mean you can increase your pallet of items that you offer.
Two of the interviewees noted that the increasing pick-ups may increase the space need fora pick-up point area. However, it was noted that at the same time the logistics aredeveloping in delivering the products on the right time, restraining the increase in the spaceneed for pick-up points.
Almost all of the interviewees agreed that the stores may be smaller in the future.However, several of them noted that other factors are the dominant drivers for the changerather than multichannel retail but that it might have an influence on the change. One of theinterviewees noted that in the key locations the store sizes are growing due to the leisureelement and the cuts in the networks. Two of the interviewees noted that the leisureelement in the store needs space. Two of the interviewees said that the retail space and theleases need to be more flexible since the needs are changing partly due to multichannelretail.
Several of the interviewees agreed that the digital components will increase in the brick-and-mortar stores. This change was seen to be connected to the experience and the impactthe store makes. One of the interviewees said:
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I think that in the more developed e-commerce markets like in the UK and US, which is always thestarting point of a lot of innovations, what we are seeing is that stores are becoming much moredigital themselves. There are much more online components already integrated in shops, Apple is agreat example. But there are also some high fashion retailers in UK like Burberry for example, theyhave remodelled their flagship at Oxford street and there have come a lot of these beacons. It’s really,when you enter the space you already feel that it is digital and interactive and you can get informationalso online in the store. There are a lot of touch points where you can also look at the web site or getinformation on special products via smart devices in the store so that’s something that is becomingmore and shops are becoming more space where online and offline are much more integrated.
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5 Conclusion
5.1 The Role of Physical Retail Compared to the Other RetailChannels in the Future

Multichannel retail has inevitably boomed during the last years. Multichannel retail is not anew phenomenon but the radical increase of e-commerce has pushed the traditional brick-and-mortar retailers to open in a new channel. Moreover, some pure-player e-commerceretailers have entered the physical world by opening brick-and-mortar stores. However,this research indicates that only a minor part of retail may move to the online environmentdespite the recent growth and that the physical space will always have a significant role inretail.
In the current literature touching, feeling and testing the products are recognised as the keyadvantages of the brick-and-mortar stores and the survey showed that also the consumersconsidered them important. Furthermore, in the interviews they were pointed out as verysignificant advantages of the physical space. Touching and feeling the products is alsoassociated with risk aversion which is one of the human basic needs in Maslow’s (1943)hierarchy. A brick-and-mortar store will be a place for touching, feeling and testing theproducts in the future as well, at least as long as it cannot be replicated in the virtualenvironment.
Another attribute associated strongly with the brick-and-mortar stores is the social andentertaining aspect of shopping. The literature shows that it is a factor driving consumersto a brick-and-mortar store. The respondents in the survey saw that the social andentertaining aspect of shopping is important for the consumers and that a brick-and-mortarstore will be more of a place for social interaction in the future than it is on average today.The answers were spread from “no change” to “significantly more” and no-one thoughtthat it would be less like that in the future. The interviewees strongly recognised the futurestore as a place for social interaction and entertainment as well as a place where social andemotional things happen. The consumers were even described as spoiled because theywant to be entertained everywhere. A plausible role of the brick-and-mortar stores in thefuture is to be a place for social interaction and entertainment.
Personal service is one attribute that is associated with physical retail. According to theliterature, meaningful information and solutions are something that personal service canoffer  but  for  example  Levy & Weitz  (2012,  p.  63)  note  that  it  is  something  that  also  theonline  environment  can  provide  the  consumers  with.  However,  the  personal  service  wasstrongly seen as one of the key roles of the future brick-and-mortar stores and the majorityof the interviewees considered it very important to the consumers. Furthermore, in thesurvey the personal service and information was valued as the most important attributefrom the consumer perspective and the future stores were seen more as places for personalservice and as places for engaging with the customers when compared to the currentsituation. Unlike touching and feeling the products and real social interaction, personalservice may be something that can be done in the virtual environment – at least to someextent. However, based on the empirical part of this thesis, the conclusion that the futurestores will be places for personal service can be drawn.
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Since touching and feeling the products as well as information are important, there is a riskfor retailers that consumers come to their stores to get these benefits and make thepurchase from a pure-player online retailers’ store for a cheaper price as shown inchapter 2.3 and in the interviews. On the other hand, the interviewees noted that theconsumers compare the products also online and come to the physical stores to make thepurchase and the showrooming phenomenon can thus be seen as working both ways.
The  future  store  will  be  a  transactional  place  at  least  to  some extent.  The  importance  ofinstant gratification for the consumers is recognised as an advantage of a brick-and-mortarstore both in the literature and the survey. The instant gratification is at least today possibleonly in the brick-and-mortar stores even though the logistics have developed and thedelivery times have decreased. Another attribute associated with the transaction is cashpayment which is recognised as an important factor for some consumers since it isconsidered safer. However, in the survey the retail experts did not see the cash payment asan important attribute from the consumer perspective. In the survey 47% of therespondents thought that in the future a brick-and-mortar store will be more of a place forselling products but there were also respondents who saw that it will be less of a place forselling products. One of the interviewees saw that in the mass market fashion thetransactional role of the store is very important. Furthermore, according to literature,impulsive buying and additional sales are important for the retailers and in the interviewsthe interviewees were widely unanimous that brick-and-mortar stores play an importantrole in the impulsive buying.
The role of the store as a pick-up point where the customers can get the pre-orderedproducts is widely discussed in the literature as a part of multichannel retail. Almost all ofthe survey respondents agreed that brick-and-mortar stores will be more of pick-up pointsin the future. The interviewees agreed on this widely and noted that it is good from theretailer perspective because it saves the expensive delivery costs of the last mile and givesan opportunity for additional sales.
Also the possibility to return the malfunctioning products to the store offers an opportunityfor additional sales from the retailer perspective. Furthermore, the literature recognises theproduct return as an important part of the consumers’ post purchase processes creatingsafety  and  reliability  which  are  both  important  from  the  consumer’s  risk-aversionperspective. It was noted in the interviews that the physical presence increased the trusttowards the brand especially in the product returns.
According to the literature and the interviews, the brand role of a brick-and-mortar store isimportant for the retailers. The purpose of the store was viewed as impressing thecustomers and being everywhere visible to the customer. They supposed the brand role toincrease in the future due to the cuts in networks and the increasing entertainment whichare partly a consequence of the transfer to multichannel retail.
Showroom is a type of retail store widely discussed in the context of multichannel retail.Touching and feeling the products, the social and entertaining aspect of shopping as wellas personal service can actualise in a showroom but the goods are delivered to theshopper’s home. Showrooms enable retailers to have less stock and potentially less space
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in the store. The survey respondents saw that the brick-and-mortar stores will be more ofshowrooms in the future. The interviewees agreed on this but one of them noted that in themass market fashion the stores will remain transactional. The transfer to showrooms mayenable the store to be used for other purposes during the downtime.
According to literature, multichannel retail will increase in the future. The empirical part ofthis thesis in in line with this view. According to literature, retailers may be forced to adoptthe multichannel strategy in order to stay in the competition. The interviewees agreed thatthe retailers need to be online nowadays but they also pointed out that it may not bebecause of the fierce competition but rather because of the change in consumer preferencesand the power transfer from the retailers to the consumers. It was also noted that for theconsumers it does not matter that much which channel they use and that the customers buywhere it is most convenient for them.
According to the interviews, all the consumers are not potential to consume online and insome retail businesses the physical retail will have a more significant role than in theothers. One field of retail that will most likely remain physical is luxury as highlighted inthe interviews. One reason for this can be found in the consumers’ motivations and thehuman need hierarchy. Esteem drives consumers to buy luxury merchandises. For thesestatus-oriented shoppers the attributes related to the physical space such as brand, touchingand feeling the products as well as social interaction may be more important than to theother consumers.
In the future the physical stores will be places for touching, feeling and testing theproducts, places for social interaction, places for customer service and information, as wellas places for entertainment even more than they are today. This is not only due tomultichannel  retail  or  e-commerce  although  they  play  a  part  in  the  transfer.  A  clearerconsequence of multichannel retail for the brick-and-mortar stores is the transfer intoshowrooms and pick-up points. A potential future scenario is that the retail space willbecome more hybrid combining different operations and integrating channels.

5.2 The Influence of Multichannel Retail on the StoreNetworks
The trading areas of the stores may change because of multichannel retail. According tothe central place theory, the high-order products, such as consumer electronics, have a longrange and need a high threshold in the physical-only world. When a multichannel retaileror a pure-player e-commerce retailer enters the market, it takes a part of the market shareand can operate without geographic constrains. Therefore, the physical retailers need tohave an even larger range than before in order to achieve the threshold. This could mean aless dense network and locations in hierarchically higher centres. One of the intervieweesnoted that e-commerce indeed enables huge trading areas and that cross-border e-commerce sales have increased.
According to literature, multichannel retail may enable the retailers to have less stores inthe future. Controversially, most of the respondents of the survey agreed that multichannelretail does not have a significant impact on the retail networks. Most of the intervieweesthought that currently there is a pressure to cut the retail networks but it was also noted by
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both literature and the interviewees that today multichannel retail and competition is onlyone driver for the change and not necessarily the dominant one. However, it was also saidthat due to the multichannel competition, the retailers are not able to keep unprofitablestores. Neither the literature nor the interviewees had unanimous views on the storenetworks. One source in the literature review suggests that multichannel retail may requirea dense network of pick-up points or small stores and one of the interviewees consideredthat multichannel retail may mean more stores rather than less. However, the possibility forless dense networks and larger trading areas is the predominant understanding in theliterature and was mentioned in the interviews as well.
The data which multichannel retail provides the retailers with was considered important inboth literature and the interviews. One key benefit that was named was the optimisation ofthe store networks and potentially testing the new markets.
Multichannel retail also makes it possible to serve customers in a larger trading area and, inaddition, to be less dependent on the geographical constrains. This thesis indicates stronglythat there will be pressure to cut the networks and that store closures will be seen.However, it is not only because of multichannel retail but it is rather a sum of severalfactors. The online competition may cause especially the retailers selling high-orderproducts to cut networks and to move to better locations. According to literature, theconvenience-oriented stores are less likely to be affected by online retail.

5.3 The Influence of Multichannel Retail on the StoreLocations
The literature is unanimous on the influence of multichannel retail on store locations. Thesecondary locations may in the future become less interesting from the retailer perspective.The survey results also show that the secondary business districts in smaller cities, thesuburb centres, the small shopping centres, the local shopping centres, the out-of-townretail concentrations and the isolated stores will on average face decrease in the occupierdemand due to multichannel retail. All of these except some best out-of-town retailconcentrations can be considered as secondary locations. Furthermore, the intervieweesthought that the secondary locations will get less interesting for the brands in the future.One  reason  for  that  is  that  multichannel  provides  an  alternative  way  to  distribute  theproducts while operating a store is expensive in a secondary location compared to theturnover potential.
Researchers agree that the prime locations will remain strong in the future as well. Thiswas also agreed by the interviewees. One thing that was considered as a key in goodlocations in the future was the natural footfall they provide. Furthermore, according to thesurvey multichannel retail will increase the space demand the most in large shoppingcentres and in the central business districts in large cities of which both could beconsidered as prime locations.
In  the  future  the  bipolarisation  of  the  locations  is  a  plausible  scenario.  The  good  highstreets  and  shopping  centres  will  remain  if  the  population  and  the  attractiveness  are  highenough but secondary locations will face a decreasing demand due to e-commerce. Thedestinations with leisure and wow-differentiator will continue to thrive in the world of
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multichannel retail since they can offer experiences that the online space is unable toprovide.
5.4 The Influence of Multichannel Retail on the QuantitativeSpace Need

According to literature, the retailers can use the online channel to offer the products thatmay not be profitable to offer in the stores. One of the interviewees also noted that theonline channel is good for testing new products and small patches. The majority of theinterviewees agreed that the number of products can be decreased in the store and that thestores may transfer into more showrooms. It was also recognised in the interviews that thisdoes not apply to all retail sectors and, for example, in the mass market fashion the instantgratification is so important that the products need to be in the store – not delivered later.One reason the interviewees offered for the decreased number of products was the data themultichannel operations provide because it can be used to forecast the demand moreaccurately.
Fewer products could mean smaller stores and it is seen as a potential future scenario bythe researchers. Almost all of the interviewees, too, agreed that the stores may be smallerin the future – however, partly for other reasons than multichannel retail. One of theinterviewees supposed that the stores will grow in the key locations. The survey resultswere not in line with literature or the interviews. The results suggest that on average thestore sizes will not change. However, it should be noted that there were answers suggestingboth increase and decrease in store sizes.
According  to  the  survey,  some  in-store  storage  space  will  be  required  in  case  the  storesbecome more of pick-up points. This was also recognised by literature and the interviews.Furthermore, the leisure element was highlighted by literature and the interviewees butalso considered to need space. The survey, too, supported this.
Based  on  this  research  it  is  not  possible  to  say  without  a  doubt  whether  the  quantitativespace need of the retailers will increase or decrease in the future. However, there may be apossibility to decrease the number of products in the store and therefore the retail area. Onthe other hand, the new store elements may require space. One notable finding fromliterature and the interviews is that the space needs to be more flexible in the future inorder to adapt to the needs of the changing retail market.
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6 The Quality of the Research and Further Research
6.1 Assessment of the Quality of the Research

Validity of the research means the correctness of the results and the ability of the researchto represent the phenomenon (Saaranen-Kauppinen & Puusniekka 2006). Factorspositively influencing the validity of this thesis are that it is made diligently and that themethods are reviewed with care. Moreover, usage of several methods increases the validityof the research and mixed method for empirical data collection was used in this thesis.
Some of the literature used in this thesis does not come from the geographical scope of thisthesis but is instead written by authors focusing on the US market. However, this isjustified by the facts that the market differences are not very significant and that the topiclacks relevant literature in European context. In the interviews it was not always clear if theinterviewees were talking specifically about the influence of multichannel retail on theresearched topics or more generally about the current trends.
After collecting the data the researcher noticed that the retail store networks could havebeen discussed in the interviews and asked about in more detail in the survey. In manyquestions the interviewees and the respondents agreed with literature. Since multichannelretail is a new phenomenon and the experience from the field is limited, it is possible thatthe interviewees’ and respondents’ ideas are partly based on the same literature that is usedin this research since these experts supposedly read the publications of their field. Onlyprofessionals and experts were chosen for the interviews and the survey, which shouldincrease the validity since they should give relevant answers.
The reliability of the research means the repeatability of the research and is connected tothe data collection (Saaranen-Kauppinen & Puusniekka 2006). It can be divided into threecategories: 1) assessing the method and its suitability for the particular circumstances; 2)chronical  reliability  i.e.  the  results  would  be  the  same  regardless  of  time;  and  3)  thesynchronic reliability meaning that the same results can be achieved with different methods(Kirk & Miller 1986, cited in (Saaranen-Kauppinen & Puusniekka 2006)).
The interviewees or the respondents should not have a motivation to change their answersbecause of their role. However, it is possible that the retailer side interviewees would haveanswered  differently  if  they  were  not  representatives  of  their  companies  especially  sincetheir level of anonymity was not discussed before the interviews. In surveys it is alwayspossible that some people answer only to participate in the prize draw. However, theresearcher  does  not  see  it  very  probable  in  this  research  since  the  request  to  answer  wassent only for professionals.
Triangulation means the use of different methods or sources in the research and increasesthe reliability of the research (Tuomi & Sarajärvi 2002, p. 140-142). According to Denzin(cited in Tuomi and Sarajärvi (2002, p. 141-142)) there are four main categories intriangulation: research data triangulation, researcher triangulation, theory triangulation andmethodology triangulation. Methodology triangulation was used in this thesis and since themajority of the results were in line with each other, they could be considered reliable.
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The sample in the survey was relatively small. A larger sample would have probably givenmore reliable results. Furthermore, the majority of the respondents focused mainly on theFinnish market and the respondent base could have been tried to expand to other Nordicmarkets as well. However, considering the nature of the research, the researcher considersthe sample large and relevant enough.
The researcher noticed that in the question “How important do you consider the followingattributes from the consumer perspective?” in the survey most of the attributes were gradedvery high by the respondents. It is easy to say that everything is important for theconsumers  and  in  order  to  make  the  respondents  to  provide  clearer  differences  to  theattributes, this question could have been asked in a way that the respondents need to putthe attributes in an order of importance.
Table 7 shows the average standard deviations of the survey responses for each question.Question 3 is not comparable to the other questions due to a different scale. The tableshows that that the respondents agreed most on questions 1 and 2. Question 4 has arelatively large average standard deviation. Despite the relatively wide spread of theanswers, the researcher considers the survey reliable. The whole research can also beconsidered valid and reliable.
Table 7: Means of the standard deviations of the survey responses
Question Mean of standard deviationsof the answers
1. How important do you consider the followingattributes from the consumer perspective? 0.71
2. How do you think the role of brick-and-mortar-storewill develop in the future? 0.78
3. How does the transfer to multichannel strategyinfluence the retail networks? 0.54
4. How do you think the multichannel retail will affectthe retailer demand in the following locations? 1.04
5. How does the multichannel strategy influence thespace need of the following in-store areas? 0.89

A  part  of  the  research  process  is  assessing  the  ethics  of  the  research.  The  research  wasdone for a company and the researcher got paid for making the research. The researcherdid not feel that the principal would have tried to steer the research but rather wantedobjective results and gave freedom to the researcher. Sensitive data or topics were notinvolved in the research and the answers and responses are presented in a way that theycannot be connected to any individual experts. The survey respondents were provided witha database description presented in Appendix 4 and all the personal data was handledaccording to it.
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6.2 Further Research
This thesis suggests that multichannel retail will be more and more important in the futureof commerce. This thesis focuses mainly on the retailer perspective but the topic could bestudied  from  the  property  owner  or  consumer  perspectives  as  well.  The  consumerperspective could provide a more comprehensive insight into the consumer behaviour inthe multichannel world.
This thesis studied the physical store and location preferences only from the multichanneland e-commerce perspectives. As found out in the interviews, in many changesmultichannel  retail  is  only  one  driver  and  the  actual  change  is  a  consequence  of  severalfactors. Therefore, the research questions of this thesis could be expanded to include all thetrends influencing them.
One topic that came up in the interviews especially was the logistics and the warehouseneed associated with multichannel retail. Logistics and warehouses were delimited out ofthe scope of this thesis but they could be studied as a part of the phenomenon. Pick-uppoints, too, are one topic that could be researched further. The perspective could be forexample the location preferences of the pick-up points.
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7 Summary
The retail sector has faced several revolutions during the last century and the boom of e-commerce and multichannel retail can be seen as one of them. E-commerce started in the1990s but the most considerable boom especially in multichannel retail has been seen inthe 2010s. The consumer demand and the competition have driven the physical retailers toopen online stores but, likewise, the pure-player e-commerce retailers have entered thephysical world. E-commerce and multichannel retail are running a significant share of thetotal retail sales and the influence is seen in the physical world as well. However, it isuncertain how it will influence the brick-and-mortar stores.
The aim of this thesis is to find out how the physical retail space is influenced bymultichannel retail by examining the role of physical stores in the multichannel world andby finding out the influence of multichannel retail on the retail store networks, storelocations and the quantitative space needs of the retailers. The geographical focus of thethesis is the developed e-commerce markets in Northern and Western Europe. The thesisprovides the property owners and developers with important information for planning thefuture retail spaces. The thesis was made by examining literature and by conducting sixthematic interviews with experts working for retail companies or consultancy offices.Furthermore, the survey was sent to 101 experts and 17 responses were received.
The most important attributes supporting the physical space are touching and feeling theproducts, testing and fitting, the social and entertaining aspects of shopping and personalservice. These attributes will probably have an important role in the future physical space.The future brick-and-mortar store may transfer more towards a showroom where theattributes mentioned above can actualise but the products will be ordered and deliveredlater. Moreover, the stores may become more of pick-up points for online purchases.However,  the  traditional  transactional  role  of  the  brick-and-mortar  stores  will  notdisappear. Furthermore, the influence is of different kinds in different fields of retail orproduct categories. It is probable that the brick-and-mortar stores will become even morehybrid spaces combining different operations and integrating channels.
The pressure to rationalise networks and close stores will continue in the future. However,it  is  not  a  consequence  of  multichannel  retail  only  but  rather  a  combination  of  differentfactors is the cause of the change. It may be that the convenience-oriented retailers are lesslikely to be affected than the retailers selling speciality goods.
The prime locations will remain strong and continue to thrive in the future as well but thesecondary locations will be less interesting for the retailers and the bipolarisation oflocations  may be  seen  due  to  e-commerce  and  multichannel  retail.  The  destinations  withleisure activities and wow-differentiators will succeed in the multichannel retailenvironment.
Multichannel retail enables some retail sectors to decrease the number of products in thestore and gives the possibility to reduce store sizes. There are different kinds of perceptionswhether the stores get larger, smaller or remain the same. However, the changing retailenvironment requires more flexibility in the retail spaces and leases.
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APPENDIX 1: The Interview Themes
Interview themes
Background of the interviewee

Work history related to retail
Work history related to multichannel operations

The role of physical space in multichannel retailing
The role of physical space
The change in the role of physical space
Customers and personnel – the service perspective

The influence of multichannel retailing in retail networks and retail locations
Geographical catchment in multichannel retailing and competition
Number of stores and retail network
Optimal store locations in the world of multichannel retailing

The influence of multichannel retailing in quantitative retail space need
Quantity of products in store
Influence in retail unit sizes

The influence of multichannel retailing in qualitative retail space need
Purpose of retail space – brand, showrooming, pick-up point etc.
Mobile commerce and physical space
Combining virtual channel to physical space
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APPENDIX 2: An Example Email for the Survey TargetPersons
Dear [Recipent],
I hope this email finds you well.
I’m doing my master’s thesis about the influence of multichannel retail in the physicalspace need of retailers. Part of the research is a survey for selected retail professionals. Ihave chosen ca. 100 retailers operating in Finland or Nordics and [Company] is one ofthem. I would highly appreciate if you could answer for the survey (link below).Answering takes ca. 5 minutes and all responses are handled anonymous.
http://goo.gl/forms/rkIZFux02O
By filling the survey, you have a change of winning 50€ gift card for Amazon.com orStockmann  department  store.  Furthermore,  I  will  send  a  digital  copy  of  my  thesis  and  aconclusion of the results. All the identity information will be handled with confidentialityand will not be connected to the answers. The survey closes on November 4.
Your opinion is important. Thank you for your help.
Kind regards,
Aarne Mustakallio
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APPENDIX 3: The Survey
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APPENDIX 4: The Database Description

DATABASE DESCRIPTION
28.10.2015
Henkilötietolaki (523/199) §10
1. Database MaintenanceMain Administrator: Jones Lang LaSalle Finland Oy, Eteläesplanadi 22A,00150 Helsinki

Administrators:
Aarne Mustakallio
aarne.mustakallio@eu.jll.com
+358405419106

2.  Database NameSurvey for “The future of brick-and-mortar store in the world of multichannelretail” .
3.  The Function of the DatabaseThe information will be used for academic research.
4. The Content of DatabaseThe answers of the respondents.
5. Official Sources of InformationOnline survey
6. ConfidentialityThe administrator will not give out personal information to external partieswithout the person’s consent.
7. Transferring of InformationThe Information will not be transferred outside EU or ETA.
8. Access to InformationOnly the register administrator will have access to the information.
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