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Retail and Reimagined Spaces

By Futurist Jim Carroll




Agenda

The Phygital Revolution The Science of Experience Technology Stack

Redefining value beyond the transaction Consumer psychology in the phygital age Immersive visualization, Al, and connected
and blurring the lines between physical and the neuroscience of purchase environments powering experiential retail
and digital

Market Landscape Strategic Timeline

Global market sizing, investment trends, and regional The next decade in retail (2025-2035) and strategic imperatives for

implementations success



Executive Summary

The global retail landscape is undergoing an irreversible paradigm shift
from a purely transactional model towards one centered on experience.
This transformation is driven by the strategic integration of physical
and digital worlds—"phygital" retail.

Physical retail spaces are being reimagined as dynamic experience
centers, where the primary objective is to forge deep, emotional
connections with consumers.

$25B $52.5B 65%

Phygital Market 2023 Projected by 2030 Consumer Preference

Current market valuation With 11.2% CAGR Shoppers preferring phygital experiences



The Phygital Revolution: Redefining Value Beyond the
Transaction

The narrative of a "retail apocalypse" has proven to be a
misinterpretation of a far more nuanced transformation. The decline of
traditional retail does not signify the death of the physical store; rather,
it marks its rebirth with a fundamentally new purpose.

Unable to compete with the boundless inventory and convenience of
online platforms, physical retail's new mandate is to offer what the
digital world cannot: tangible, multi-sensory, and emotionally resonant
experiences.




From Transactional to Experiential: A Fundamental Shift

99% 81%

Enhanced Experiences Premium Value

Consumers expect more than half of retail spaces to provide enhanced Consumers willing to pay a premium for enhanced retail experiences
shopping experiences

This evolution is a direct response to a seismic shift in consumer values and expectations. Modern consumers, particularly Millennial and Gen Z
cohorts, increasingly prioritize experiences over simple ownership.

The physical store is being repositioned as a powerful marketing channel, a vibrant community hub, and a stage for immersive brand storytelling—no
longer just a point of sale but a critical touchpoint for building brand equity.



Defining the Phygital Ecosystem

At the heart of this transformation is the concept of
"phygital,’ a strategic amalgamation of the physical and
digital realms to create a single, seamless, and
interactive customer ecosystem.

While omnichannel focuses on ensuring consistency
between distinct channels, phygital seeks to erase the
boundaries altogether, creating a unified commerce
model where the customer perceives only one
continuous brand experience.

The commercial imperative is stark: companies with robust, well-integrated omnichannel strategies retain an

average of 89% of their customers, compared to 33% for those with weak, siloed approaches.



The Modern Customer Journey

Research Online Check Availability
Begin product research on laptop or mobile M Use mobile app to verify in-store product
device [:] availability
Social Sharing & Visit Store
Share experience on social media — Experience product in person at physical
platforms = location
Purchase Decision = In-Store Digital

delivery aisle

Complete purchase via mobile for home Scan QR codes to read reviews while in the

The traditional linear path—from awareness to consideration to purchase—is obsolete. The modern journey is non-linear, circular, and fluid, with the
phygital ecosystem designed to support every node of this complex, self-directed journey.



The Three Pillars of Phygital Engagement
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Immediacy Immersion Interaction
Addresses the consumer's desire for Makes the consumer an active participant Enables novel, hands-on engagement with
instant gratification through technologies in the brand's world through: products and brands:
A [ETeN IEen EIi EEeiaril: e Meticulously designed physical e Interactive kiosks with endless-aisle
fulfillment: . _
environments capabilities

* "Justwalk out” technology pioneered « AR/VR for product visualization e Smart mirrors offering personalized

by Amazon Go . . i i

y  Engaging brand narratives that styling advice

* Real-time inventory systems transcend shopping « Gamified mobile apps turning store

e Rapid fulfillment options like BOPIS visits into experiences



The New Role of the Physical Store

From Point of Sale to Point of Experience

The physical store is fundamentally reimagined as an "experience
center,' necessitating new success metrics beyond traditional sales-
per-square-foot:

e Customer dwell time

e Interaction rates with digital displays

e Social media mentions generated from in-store experiences

e Quality of first-party data acquired

The business model evolves: the experience—be it entertainment,

education, or community—becomes the primary product offered within
the physical space.



Experience as Product: Leading Examples
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Apple Store House of Vans Nike House of Innovation
Reconceptualized as a "Town Square" for Cultural hub with skate park, music venue, and Most successful elements are customized,
learning and gathering, not just selling products  art gallery where the brand's ethos is lived participatory experiences, not transactional
ones

These flagship stores may function as strategic loss leaders, with ROl measured in marketing impact, brand equity enhancement, and customer
lifetime value.



The Science of Experience: Consumer Psychology in the
Phygital Age

The most potent advantage of the physical retail environment is its
ability to engage the full spectrum of human senses, an experiential
depth that purely digital channels cannot replicate.

Phygital retail capitalizes on this by architecting multi-sensory
environments designed to forge deep and lasting emotional

connections with consumers.




Sensory Marketing: Engaging All Five Senses
@ ® O

Sight Sound Touch

Dynamic digital signage, interactive projections, Carefully curated auditory landscapes influence Tactile interaction remains a primary driver for
and AR overlays create a visually stimulating mood and perception of time, with brand- in-store visits, enhanced by interactive
environment that captures attention and specific soundscapes encouraging customers touchscreens and high-quality materials in
conveys information in novel ways to linger longer store design

Smell Taste

Olfactory cues trigger memory and emotion, In-store cafes, complimentary beverages, or

with signature ambient scents creating product sampling transform stores into

powerful brand associations linked to specific hospitality destinations, increasing dwell time
feelings



The Neuroscience of Purchase

Maximizing Pleasure

Phygital technologies amplify the
"anticipated pleasure" of ownership,
associated with activation in the brain's
nucleus accumbens:

* AR apps for visualizing products in
home environments

e Smart mirrors for virtual try-on
experiences

e "Pre-experiencing” ownership makes
products feel more personally
relevant

Minimizing Pain

Technologies reduce the "pain of
paying," linked to activity in the brain's
insular cortex:

Frictionless checkout systems
(Amazon Go)

Mobile self-checkout and
contactless payments

"Scan-and-go" apps decouple
pleasure of acquisition from pain of
transaction



Fostering Brand Loyalty Through Immersion

In the experiential economy, brand loyalty is forged through shared values and emotional bonds. Phygital retail
excels by functioning as a "third place"—a social hub where consumers connect with the brand and each other,
forming vibrant communities around shared interests. This transformation from mere retail space to
community nexus encourages repeated visits and deeper engagement beyond simple purchases, becoming
integral to the customer's social fabric.
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Brands strategically facilitate community growth through value-added activities like in-store workshops, fitness

classes, and exclusive events. These initiatives offer tangible benefits beyond the product, shifting focus from
selling items to cultivating a lifestyle and shared identity. This differentiation fosters a loyal customer base truly
invested in the brand's ecosystem.

These curated shared experiences are designed to be inherently "Instagrammable" and shareable. This encourages user-generated content across social media, transforming loyal customers into passionate brand advocates.

Each shared photo or review amplifies the brand's reach and authenticity, creating a powerful, organic marketing loop that drives new customer acquisition and enhances customer lifetime value.



The Psychology of
Personalization

71% 716%

Expectation Frustration
Consumers expect personalized Experience frustration when brands fail
interactions to deliver personalization

Phygital technologies enable hyper-personalization at scale by integrating data from
online browsing, past purchases, loyalty programs, and real-time in-store behavior.

When customers receive relevant, timely offers that reflect understanding of their
needs, they feel valued, building trust and increasing engagement—creating a virtuous
cycle of data sharing and improved personalization.



Phygital Consumer Typologies

Phygital Integrators Digital Frequenters Physical Reality Anchors
Seamlessly merge physical and digital Use physical stores primarily as Prefer traditional in-store shopping but
worlds, expecting consistent experiences showrooms for research before may use digital tools for research,
across all touchpoints and utilizing the full completing purchases online, valuing the requiring gradual introduction to more
spectrum of phygital tools ability to examine products in person advanced phygital experiences

A monolithic phygital strategy is destined to fail. Retailers must segment customers not only by what they buy, but by how they prefer to construct

their own unique blend of physical and digital interactions.



The Technology Stack of
Experiential Retail

The phygital revolution is enabled by a sophisticated and deeply interconnected
ecosystem of technologies. These tools are not standalone solutions but components
of an integrated stack, where data flows seamlessly between layers.

A successful phygital strategy is not about adopting a single piece of technology, but
about architecting a cohesive, data-sharing infrastructure.




Immersive Visualization: AR and VR

Augmented Reality (AR)

Overlays digital information onto the real world through smartphones
or smart mirrors:

» Virtual try-on for apparel and cosmetics (Sephora, Gucci)

* In-home visualization for furniture (IKEA, Wayfair)

e In-store navigation and interactive product information

Impact: Products with AR content experience 94% higher conversion
rates and up to 40% reduction in returns




Immersive Visualization: Virtual Reality

Virtual Reality (VR)

Creates fully immersive, computer-generated environments experienced through headsets:

e Virtual showrooms and flagship stores (Hugo Boss, Obsess)
e Immersive brand storytelling (TOMS "Virtual Giving Trips")

e Store planning and layout design

Market Growth: VR in retail valued at $3.25B in 2022, projected to reach $23.69B by 2030 (28% CAGR)




The Intelligent Core: Al and Data
Analytics

Al-Powered Personalization Smart Mirrors

Engines Interactive terminals with cameras,
Analyze customer data across touchscreens, and Al that facilitate
touchpoints to deliver hyper- virtual try-ons, suggest
personalized recommendations, complementary items, and allow
promotions, and content seamless requests for assistance

Global smart mirror market projected
to reach $5.58B within four years

Dynamic Layout Optimization

Al analyzes data from cameras and sensors to generate heat maps of customer
flow, identify bottlenecks, and optimize store layouts

IKEA redesigned showrooms based on these analytics, resulting in 25% increased
sales in high-traffic areas




The Connected Environment: loT, RFID, and Beacons

% Internet of Things (IoT) ® Radio-Frequency Identification )B Bluetooth Beacons
Network of physical devices (RFID) Small transmitters throughout stores
embedded with sensors that exchange Provides item-level inventory accuracy that enable precise location services,
data, including "smart shelves" that for unified commerce, enabling reliable in-store navigation, contextual
monitor inventory in real-time and BOPIS and ship-from-store services, marketing, and detailed tracking of
display dynamic pricing or promotions frictionless checkout, and interactive customer paths
displays

The power lies in interdependence: beacons provide location data, IoT sensors capture product interactions, and Al analyzes this real-time data to

trigger personalized experiences.



The Phygital Technology Stack: Business Impact

Technology Leading Examples
Augmented Reality (AR) IKEA, Sephora, Wayfair
Virtual Reality (VR) Hugo Boss, TOMS, Obsess
Al & Machine Learning Amazon, Netflix

Smart Mirrors Tommy Hilfiger, Ulta

0T / Smart Shelves Kroger, Walmart

RFID Lululemon, Amazon Go

Business Impact

+94% Conversion Rate, -40% Return Rate

Market CAGR of 28% to 2030

+5-15% Revenue from Personalization

Increased Try-ons by up to 60%

Reduces Lost Sales by 65%

Enables 30-second Self-Checkout

As these technologies mature and shift to cloud-based SaaS platforms, the financial model is changing from large capital investments to more

manageable operational expenditures.



Global Market Landscape and Investment Outlook

Market Sizing and Growth

The global phygital solutions market was valued at approximately $25
billion in 2023 and is projected to reach $52.5 billion by 2030, growing
at a CAGR of 11.2%.

This growth is driven by:

e Strategic imperative for enhanced customer experiences
* Rapid advancement of enabling technologies
e Expansion of e-commerce

e Shift in consumer demand (65% prefer phygital experiences)




Investment Trends in Retail Technology

$131.6B 11% 41%

Global IT Investment Year-over-Year Growth Retail Fintech
Projected retail spending on IT and digital Increase in technology spending, largely for Al Share of total fintech VC funding in 2024, up
technologies in 2024 and automation from 23% in 2023

Large, incumbent retailers are leveraging their scale to make massive investments in technology, widening their lead over smaller competitors and

accelerating market consolidation.

For 2025, retail executives' primary investment priorities are Al-powered demand forecasting, warehouse automation, and real-time inventory

visibility technologies.



Navigating the Challenges

High Implementation Costs Data Privacy and Security

Integration of advanced technologies requires substantial upfront The phygital model relies on vast quantities of customer data, raising
investment in hardware, software, and IT infrastructure overhaul. significant privacy and security concerns.

42% of retailers report that their current in-store network connectivity is 69% of retail executives cite strained consumer trust due to next-

too slow or unreliable to support advanced technologies. generation technology as a major business hurdle.

This financial barrier is particularly challenging for small and medium- Regulations like GDPR and CCPA create a complex legal landscape that
sized enterprises. retailers must navigate.

In this environment, consumer trust evolves from a soft brand attribute into a hard-edged competitive advantage.



Phygital in Practice: Global Case
Studies

Leading brands across the globe are pioneering innovative experiences that serve as
tangible blueprints for the future of commerce. Successful implementation is highly
contextual, adapting sophisticated technology to local consumer behaviors, cultural
norms, and existing infrastructure.
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Nike House of Innovation

Nike's flagship stores in New York, Shanghai, and Paris represent the
pinnacle of experiential retail, designed as "kinetic, exploratory, and
engaging" brand embassies.

* Nike App acts as a digital key to the physical space

e Customers can reserve products for in-store try-on

e Scan mannequins to see full outfits

e Access exclusive customization at the "Maker Space"

The store embodies the "Experience as Product” model, immersing

visitors in the Nike brand story with product sales flowing naturally
from deep engagement.




Burberry's Social Retail (Shenzhen)

A groundbreaking experiment in deeply integrating social media into the physical retail journey, tailored
for China's digitally native luxury consumers.

e Powered by a custom WeChat mini-program

e Customers earn "social currency" for online and in-store interactions

e Currency unlocks exclusive content, experiences, and café items

e RFID tags trigger screens to display runway looks and product stories

A masterclass in adapting phygital strategy to a specific cultural and technological context.




Alibaba's Hema Supermarkets

The canonical example of Jack Ma's "New Retail" concept—a hybrid
format functioning simultaneously as:

e High-quality grocery store

e Fresh seafood restaurant

e Hyper-efficient fulfillment center for online orders

The Hema mobile app is mandatory for payment and serves as the
interface for online ordering.

Overhead conveyor belt system whisks groceries from aisles to a
logistics hub for 30-minute home delivery.




Amazon Go

The ultimate expression of frictionless commerce, eliminating the traditional checkout process entirely.

e Sophisticated array of cameras, computer vision, sensors, and Al
e Customers enter using the Amazon app

o Take items and walk out—no checkout required

e System automatically identifies products and charges accounts

A direct application of using technology to remove one of the most significant "pain points" in the
customer journey.




A Global Tour of Phygital Innovation

S5

North America

Focus on tech-driven convenience and
data-powered personalization

e Sephora's "Virtual Artist" AR app for
makeup try-on

e Lowe's VR-based "Holoroom" for
kitchen design

Strategic emphasis on operational
efficiency and personalized shopping
journeys

€

Europe

Sophisticated blend of luxury brand
heritage and cutting-edge technology

e Paris department stores as cultural
destinations

e Samsung KX in London as pure
"experience space”

e Hugo Boss and Farfetch pioneering
smart fitting rooms

@

Asia-Pacific

Global epicenter for mobile-first and
socially-integrated ecosystems

e WeChat integration in China

e Myntra's "Roadster Go" stores in India
with 100% RFID-enabled 30-second
checkout

Highly tech-savvy consumer base driving
rapid innovation



Global Phygital Innovation Matrix

Region

North America

Europe

Asia-Pacific

Australia

LATAM/Africa

Primary Driver

Frictionless Convenience

Immersive Luxury

Social Commerce

Community & "Retailtainment”

Mobile-First Accessibility

Dominant Technologies

Al, Computer Vision, AR/VR

Smart Mirrors, RFID, Experiential
Design

Mobile Super-Apps, RFID,
Gamification

Experiential Design, Interactive
Displays

QR Codes, Mobile Apps, Click-
and-Collect

Strategic Focus

Operational Efficiency &
Personalization

Brand Storytelling & High-Touch
Service

Gamified Loyalty & 020
Integration

Community Building &
Destination Retail

Bridging Online-Offline Gap &
Social Proof



The Next Decade in Retail (2025-
2035)

Synthesizing forward-looking analyses from leading global consulting firms, including
Bain & Company, McKinsey & Company, and Deloitte, provides a cohesive roadmap of
the profound disruptions set to reshape retail over the next decade.

The consensus among leading strategists is that the pace of change will accelerate,

driven by the maturation of Al, evolving consumer behaviors, and new economic
imperatives.




2025-2028: Al Agents and Hyper-

Personalization

Al Shopping Agents

The most significant near-term
disruption: consumers will increasingly
delegate routine purchasing decisions
to Al-powered personal shopping
agents.

These agents will make rational, brand-
agnostic choices based on learned
preferences, price, and specifications,
rather than traditional brand loyalty.

Bain & Company projects these agents
could handle 20-30% of all shopping
decisions within this timeframe.

Hyper-Personalization

Retailers will perfect the shift from
mass marketing to "mass to micro"
personalization.

By 2025, an estimated 7 in 10 retail
executives expect to have advanced Al
capabilities for personalizing customer
experiences.

Generative Al will enhance site search,
explain product recommendations, and
power sophisticated customer service
chatbots.
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2029-2032: Strategic Footprint Optimization

Rethinking the Store Network
The era of relentless physical expansion is over for most segments.
E-commerce is expected to account for up to 24% of global retail sales by 2026.

Bain's analysis suggests the U.S. grocery market may need to contract store count by as much as 15%

to return to peak historical productivity levels.

The Evolving Role of the Store

Remaining stores will serve multiple functions:

e Experiential brand hubs for discovery
e Community building centers

e Micro-fulfillment nodes in the supply chain




2033-2035: Autopilot Retail Model

Autopilot Retail

Core retail processes—merchandising,
inventory, pricing, promotions—will be
largely automated by sophisticated Al
algorithms.

Human talent will shift towards strategic,
creative functions: long-term strategy,
brand building, experience design, and Al
oversight.

business model.

Grocers as FMCG Powerhouses

Private labels will mature to dominate up
to 70% of grocery shelves in some
developed markets.

This blurs the line between retailer and
manufacturer, creating new value chain
dynamics.

The Hunt for Global Scale

Local or national scale will no longer be
sufficient in this tech-dependent
environment.

Expect increased cross-border mergers
and acquisitions as retailers seek scale to
compete with global titans like Amazon
and Walmart.

As core operations become commoditized by Al, the most valuable asset will be proprietary, first-party customer data, catalyzing a shift in the retail



The Future of Retail Timeline (2025-2035)

Timeframe Key Disruption Impact on Customer Behavior Strategic Imperative
2025-2028 Al Agent Adoption Delegated, brand-agnostic Develop Al agent strategy;
purchasing for routine items Invest in first-party data
2029-2032 Strategic Footprint Reduction Increased demand for hyper- Re-evaluate physical assets;
convenience (instant delivery) Invest in micro-fulfillment
2033-2035 Autopilot Operations Expectation of flawless, Invest in creative talent; Build
predictive service alternative revenue streams

Retailers will increasingly function as data companies that also happen to sell goods. Retail Media Networks already accounted for 25% of profits for
large retailers in 2024.



Strategic Imperatives: Navigating the Transition

The transition from a transaction-based model to an experience-led, phygital ecosystem is not a matter of choice but a necessity for survival and
growth. Navigating this complex transformation requires decisive leadership and a focus on three core strategic imperatives.



Building a Unified Commerce Platform

The foundational requirement for any successful phygital strategy is the complete integration of all customer
and operational data.

Persistent data silos that separate physical store operations, e-commerce platforms, mobile applications, and
social media channels must be dismantled.

The strategic goal is to create a single, unified commerce platform that provides a real-time, 360-degree view of
both the customer and the inventory across the entire enterprise.
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This unified view is non-negotiable; it is the bedrock upon which all effective personalization, seamless
fulfillment, and intelligent operational decisions are built.



Investing in Data Capabilities as a Core Competency

Redefining the Organization

In the phygital era, retailers must
fundamentally redefine themselves as
data-driven organizations. The most
valuable asset is no longer physical real
estate or brand heritage, but first-party
customer data.

Human Capital Investment

Capitalizing on data requires investment in
human capital: data scientists, Al
specialists, and business analysts who
can transform raw data into predictive
insights and actionable strategies.

Organization-Wide Data Literacy

Data literacy must become a core
competency that permeates every level of
the organization, from the C-suite to the
store floor, enabling data-driven decision
making at all levels.



Fostering a Culture of Innovation and Adaptability

The pace of technological and consumer change is accelerating relentlessly. The strategies and technologies
that are leading-edge today may be obsolete in a few years.

In this dynamic environment, the ability to adapt is a critical competitive advantage. Retailers must cultivate an
organizational culture that embraces experimentation and is not paralyzed by the fear of failure.

This involves adopting a "test and learn" methodology, where new technologies and experiences are piloted,
measured, and then either scaled rapidly or discarded based on real-world performance data.



The Future is a Seamless Blend

The historical distinction between "physical retail" and "digital commerce" has
become a strategic liability. The future does not belong to one or the other, but to
those who can masterfully weave them together.

Success will be defined by a brand's ability to create a single, cohesive, and
compelling reality for its customers—a reality where the store is an immersive
experience, the data is intelligent and predictive, and the value delivered is deeply and
uniquely personal.
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1 Experience is the New Product

Physical retail spaces are being reimagined as dynamic
experience centers where the primary objective is to forge
emotional connections with consumers.

3 Datais the Most Valuable Asset

First-party customer data becomes the cornerstone of
competitive advantage, enabling personalization, predictive
insights, and new revenue streams.

Technology Enables Personalization at Scale

The integrated technology stack—AR/VR, Al, and loT—creates
intelligent, responsive, and immersive customer experiences that
drive conversion and loyalty.

Unified Commerce is Non-Negotiable

Success requires dismantling data silos to create a seamless
ecosystem where customers experience one continuous brand
journey across all touchpoints.



Next Steps

Yot

Assess Current State Develop Phygital Strategy
Evaluate your organization's phygital readiness, identifying data silos, Create a comprehensive roadmap that aligns technology investments
technology gaps, and experience pain points with customer experience goals and business objectives
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Pilot and Iterate Transform Organization
Implement small-scale phygital experiences, measure results, gather Build data capabilities, foster innovation culture, and reskill workforce
feedback, and refine before scaling for the phygital future

The transformation is complex and challenging, but it is not merely an option. It is the essential and urgent imperative for any retail organization that
aims to thrive in the new era of commerce.



The Future of Retail

"The future of retail is about creating transformative experiences that
engage customers in new and exciting ways. It's about leveraging
technology to create immersive, interactive environments that surprise
and delight."

"The most successful retailers will be those who can seamlessly blend
the physical and digital worlds, creating a unified commerce experience
that meets customers wherever they are."

"In this new era, data becomes the most valuable currency, enabling
personalization at scale and driving deep customer relationships."

- Jim Carroll, Retail Futurist

For more insights on the future of retail, visit: retail.jimcarroll.com



