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Navigating tomorrow’s digital landscape Part 2: Consumers

July 2015: In our June briefing we focused on the opportunities and challenges of navigating
tomorrow’s digital landscape and digital transformation for businesses. This month our perspective
shifts to the consumer, while in August we will put the spotlight on governments.

Transformative digital technologies are changing life around the globe at an unprecedented speed.
New products, services and platforms are giving people more choices than ever before. With more
choices comes more power and freedom to take control of our personal lives, work, political,
religious and social affiliations, and consumption patterns. However, it also means figuring out how
to use all these choices in an effective and progressive way — the world and each of us as individuals
are only at the start of this process.

It means understanding what are the new channels to market — and how best to use them. It also
means shifting our behaviors and attitudes as smart devices radically change how, for example, we
work, communicate, purchase, source entertainment and knowledge, as well as manage our health
and daily lives. In this environment, businesses and channel intermediaries face an increasing threat
of losing direct relationships with the consumer or customer. Retailers are facing a digitally driven
perfect storm as connectivity, rising consumer influence, time scarcity, mobile payments, and the
internet of things are changing where, when, and how we shop. Social media platforms are facing a
privacy backlash. Financial services providers are getting squeezed out by peer-to-peer networks,
mobile phone operators and retailers, to name just a few new competitors.

Consumers have never been savvier, more demanding, value conscious, and connected. But bear in
mind that while today’s consumers are almost always connected, future consumers will most likely
be always connected as digital technologies become wearable and even implanted in the body. Let’s
have a look at how connected consumers really are and how to engage with them in the future.

Everybody is Generation Connected

The world’s consumers are living and breathing technology and there is no sign of it slowing down.
The internet has become a 24/7 activity and the world is so digitally connected and full of
information that choices can sometimes be overwhelming and opaque. While the target is to get
everybody on Earth connected to the internet this is still far from a reality. Today, around 40% of the
world’s population is connected to the internet with Europe (75%) being the most connected and
Africa (19%) the least connected. The chart below highlights how often the world’s consumers
connect each day.
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Frequency of connection (% of respondents)
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A few facts about Generation Connected

* Aglobal survey from Accenture reveals that 37% of consumers now own a combination
of smartphones, laptops, desktops and tablets. It also found that 16% of consumers own
a connected TV, in addition to a combination of these other devices. These devices are
used to access all kinds of content on a daily basis.

* Social networks influence 74% of consumers’ buying decisions. (Source: Simply
Measured)

* 71% of internet users are more likely to purchase from a brand that they are following
on a social networking website such as Twitter or Facebook. (Source: CMO Council)

* Every month there are more than 10.3 billion Google searches, with 78% of U.S. internet
users researching products and services online. (Source: CMO Council)

* Global respondents who say that they are online at least 10 times a day by age group:
16-25 years (21%), 26-35 years (32%), 36-45 years (21%), 46-55 years (13%), 56-65 years
(8%), above 65 years (4%). (Source: ATKearney)

Engaging consumers the right way in a digital world

New channels and technology platforms have radically changed how consumers interact with brands
and how brands in turn communicate with the consumer. The digital age is also rewriting the rules of
how consumers behave. In the connected world there is always another opportunity: Brands must
tread warily and listen to what the consumer wants from a digital experience to become a part of
this new ecosystem of intuitive information. You never get a second chance to make a first
impression and if brands get it wrong they most likely do not get to engage the consumer at all. The
table below highlights why consumers are motivated to go online in a digital world.
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Consumers’ motivation to go digital is driven by four primary needs

Global us K. Ger- Japan | Brazil Russia | China South | Nigeria
average many Africa

1. Connecting with family 73% 71% 70% 60% 89% 61% 88% 94% 79% 89%
and friends
2. Expressing opinions and 62% 52% 75% 64% 89% 88% 64% 88%
being heard

> Exploring e SUbjeCts 95% 87%

4. Increasing convenience

Flexible choose my enter- 83% 80% 80% 62%  75% | -4 83%
tainment when | want it

87% 84%

Access products and ser- 92% 93% 95% 86% 95% 88% 98% 84% 93%
vices and make purchases

Find locations when wal- 82% 87% 81% 74% 75% 77% 89% 93% 84%
king or driving around

86% 66%

90%+ of respondents 70%-89% of respondents 50%-69% of respondents
motivated motivated motivated

(Source: ATKearney)

Trends in action:

The participating consumer: The brand loyal consumer is hard to find. He or she may be loyal to
a particular experience the brand offers but not to the actual brand. Today’s consumers thrive
on experience, creation, curation, connection and community feel. Brands focusing primarily on
selling products/services rather than finding creative ways to engage with the consumer will
most likely fail in the future: Customer participation must become a core part of the strategy.
One company doing this well is Starbucks which runs the website My Starbucks Idea through
which customers can post ideas for improving Starbucks. Another good example is the “Share a
Coke” campaign (replacing the logos on Coca-Cola cans with popular names among young
people) encouraging customers to share a Coke with a friend. Here Coke has involved buyers in a
massive social/referral marketing experience. However, you don’t have to be a big corporation
with a hard to match marketing budget to drive successful customer participation. Take the
charity ALS Association which has had tremendous success with the massively viral ice bucket
challenge, that continues to engage people around the world and drive greater donations to the
charity. (Sources: |deas for Leaders, Marketo)

Make it Personal: It is still all about “Me.” Consumers love personalized and/or customized
products, services and information. Standard goods, services and information are no longer
sufficient to attract and retain consumers. In an age of information overload, mass
communication and advertising are tiresome; consumers demand personalized/individualized,
unique and relevant content, products and experiences from brands and information providers.
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Have you ever done any of the following after a company sent you irrelevant information or
products?

Ignored future communications from the | | 43%
company L d 43%

. I | 67%
Unsubscribed from email list i 1 68%

Stopped visiting the company’s website or mobile 32%
app =—26l%

Stopped buying products from the company b—‘ 1299,;?

Complained about the company to others either 13%
in person or on social media h %

1%
Other 1%

None of the above =| 1145,,;? L US mUK

(Source: Gigya)
Look out for:

Make it easy: Intelligent devices are increasingly popular among consumers — but 83% of them
find it hard to use these devices right out of the box. An Accenture survey suggests that 21% of
respondents found them too complicated to use, 19% struggled to set them up, 19% discovered
that they did not work as advertised, and 19% could not connect them to the internet. A notably
high percentage of consumers had challenges using wearable health devices. All this should be
distressing news for brands! The number one factor in the purchase decision for intelligent
devices is namely ease of use (33%), followed by features and functionality (29%), trusted brand
(28%), design — look and feel (18%), compatibility with existing owned devices (16%).

Trust and ethics in a digital world: Organizations are collecting vast amounts of data about
consumers to build accurate profiles that can improve marketing effectiveness, while some even
resell the data. It is therefore critical that consumers can trust businesses to protect their
personal data. But it is not easy. Keeping customer data safe from cyber-attacks is an increasing
headache for many organizations, e.g. data breaches at Target, IRS, Neiman Marcus and several
banks around the world. Ethical concerns are also rising, although many organizations only pay
lip service to addressing issues including: Is selling data to a third party ethically correct? Who
owns the data? Who should control it — the consumer or the organization? In this relatively new
world of digital data it is critical that organizations of all types and governments around the
world understand and address the risks associated with data collection.

What'’s next for the always connected, digital consumer?

Digital technologies have already changed consumer demands and behaviours, delivering a world of

opportunities for companies to engage the consumer around everything from special deals, to
product launches. These innovations show no sign of slowing down, with retail stores, brands and
organizations offering new ways to enhance the consumer experience through, for example,
beacons, virtual changing mirrors and augmented reality apps. Looking forward, the world of the
always connected consumer will see physical and digital worlds converging — demanding that those
businesses wishing to serve them stay ahead of the technologies that will enhance the customer
experience through convenience, service and personalization.
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Trends in action:

Beacons for convenience: Indoor spaces sometimes block cell phone signals rendering location
services on mobile phones pretty much useless. Bluetooth Low Energy Technology or beacons
offer a solution. Beacons can now detect how close a smartphone is to within inches. A new
twist on location awareness, retailers are already starting to use beacons to provide customers
with product information, flash sales, personalized deals and coupons as well as to speed up the
checkout process with fully contactless payment systems. However, beacon technology goes
beyond retail. Check out this link to where else it can be deployed. (Sources: Payment Source,
Business Insider). The question is whether the consumer thinks this trend is cool or just creepy?

Motion, voice and facial recognition controlled devices: Intuitive motion, voice, and facial
recognition-controlled interfaces are transforming how people interact with technology and
brands. According to Trendwatching, 2016 will be the year where intuitive — or natural -
interaction with technology will become a reality. Take Amazon Echo which is an always-on,
cloud-connected device that can answer questions, add products to your shopping list, search
the internet and more — completely through voice control. Singlecue (formerly known as
onecue) is a camera-equipped device that allows the user to control multiple other household
devices via gestures. RideOn offers augmented reality ski goggles that project data and graphics
on to the snow in front of the wearer. Users can use RideOn to navigate, keep track of their
friends, get information on a ski lift's queue waiting time, and more. (Source: Trendwatching)

Look out for:

Augmented and virtual reality in a consumer world: Virtual and augmented reality is taking off,
with companies like Google and Facebook are betting on it. Facebook has acquired virtual reality
handset maker Occulus, while Google is funding the secretive start-up Magic Leap which is
reportedly working on augmented reality glasses that can create digital objects which appear to
exist in the world around you. From gaming to travel to shopping the definition of “reality” could
be reinvented. But what’s in it for brands and the consumer? While the technology is still very
expensive it has the potential to transform industries. Think: Instead of being interrupted with
ads, brands could sponsor virtual experiences that people actually want. Imagine Budweiser
taking you behind the scenes at the FIFA World Cup or Coca-Cola giving you a virtual front-row
seat at a Metallica concert. (Sources: Tech Times, ideadindustry, AdAge)

Merging the physical and virtual world: Exploring a computer-generated environment via virtual
reality technology is already cool; immersive holographic environments take the experience a
step further. It may sound very sci-fi but the technology is already in early stage development. If
the many challenges to commercializing it can be overcome, it has endless possibilities. Imagine
a fully interactive, holographic, walk-in room where you simply call up your relatives on the
other side of the world to join you “in person,” or become an integral player in a joystick-free
video game, or score goals in a virtual soccer game. Leia Display System, for example, is planning
on releasing a hologram phone in 2015. (Sources: Howstuffworks, Tumotech)

In August: Look out for trends in action on Navigating tomorrow’s digital
landscape Part 3: Governments
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