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INntroduction

Welcome to the
European Ecommerce
Region Report for 2022

At the end of last year, as | reviewed the RetailX
publications list for 2022, | arrived at the Europe
Ecommerce Region Report and breathed a sigh of relief.
Without Covid-19 to contend with, this would surely be
easier to compile than last year. | should have known
better. Russia’s invasion of Ukraine has created new
uncertainty within a global economy that had hitherto
been showing early signs of recovery.

The effects of this can be seen in International Monetary
Fund predictions for 2023, which have just been released
as | write these words. The German economy is predicted
to grow just 0.8%. In the UK, where the political space to
discuss the damaging effects of Brexit remains limited,
growth is predicted to be 0.5%, the lowest in the G7.

Purely from an editorial perspective, this has made
particularly difficult to find a balance between reflecting

current problems and looking at the data to work out
where the ecommerce and multichannel retail sector

may be headed. As an optimist, | am drawn towards
emphasising the new and longer-term trends, but | am also
mindful that readers use this publication to get a clearer
picture of today’s European market.

By and large, | think we have got the balance right. For
evidence, see our feature on sustainability (page 18), which
offers a combination of hard data, reporting and analysis
that, | modestly suggest, you will not find elsewhere. All of
which seems a good moment to thank the RetailX team

of researchers, data journalists and editors, whose work
compiling this report takes many months.

As for what | will be writing on this page in 2023,

the last few years have taught me not to make too

many predictions. Better | think to focus on watching
developments in the industry and the wider economy -
and to try to work out what these will mean for retailers
and retail brands. As ever, please do get in touch to share
your responses, questions and suggestions.

lan Jindal
CEO, RetailX
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Looking past
the fog of war

The conflict in Ukraine is having a huge
impact, but it’s by no means the only issue
shaping Europe’s economy

On 24 February 2022, following weeks of military
manoeuvres, Vladimir Putin announced a “special military
operation” in Ukraine. What was in reality an invasion was
designed, he claimed, to bring about the “demilitarisation
and denazification” of Russia’s neighbour. A conflict that
had been rumbling on since 2014, when the Russians
annexed Crimea and began providing military support to
separatists in Donbas, had escalated.

Many commentators expected Ukraine to capitulate
rapidly, but instead the country has doggedly resisted
Russian aggression. The effect of all this on Ukraine’s
European neighbours, still emerging from a Covid-19
pandemic that may yet still have surprises in store, has
been first and foremost to spread uncertainty. While other
Russian acts of aggression, such as the assistance offered
to separatists in Georgia in 2008, were at least limited in
scope, the invasion of Ukraine threatens the country’s
existence as an independent liberal democracy.

The Russian invasion of Ukraine has led to companies such as Zara pulling out of doing business in a country now widely regarded as a rogue state

Economically, the effects are still playing out on a day-to-
day basis, but a few main threads are already clear:

« Russia is ceasing to be a place where the developed
world does business: one of the great symbols of the
end of the Cold War era was McDonald’s opening its
first outlet in Russia, on Moscow’s Pushkin Square on
31 January 1990, a day when around 38,000 customers
waiting for hours to be served. In May 2022, McDonald’s
announced it was selling its restaurants in the country.

« The displacement of refugees: it’s been estimated
that as many as 9m refugees have left Ukraine. Millions
more have been displaced internally. This has placed
a particular strain on Ukraine’s near-neighbours. While
there is currently much goodwill towards the Ukrainian
diaspora, this may change in the months ahead.

« Athreat to energy supplies: until very recently, for
example, Germany bought more than half its gas form
Russia. Some of those countries supporting Ukraine
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militarily find themselves in the bitterly ironic position
of also paying Russia for its gas and oil.

« Volatility in prices: the cost of oil and gas increased
rapidly in the aftermath of the invasion. Paying that
forward, the price of goods is increasing because they
cost more to produce and transport around the world.
Food prices are also a concern. Many industrial farming
techniques are energy-intensive. Ukraine is the world’s
bread basket and, while there are signs that wheat
exports from the country’s blockaded Black Sea ports
are set to resume,™ this is by no means certain.

Russia’s invasion of Ukraine would in itself have been
enough to cause economic disruption in Europe, but of
course the economy of Europe had already endured a
huge shock from Covid. This led to governments having
to step in to prevent whole areas of their economies from
going bankrupt. As we explore on page 23, the pandemic
also disrupted supply chains. And while Europe is by and
large open for business again, the same is not true for the
world’s largest exporter of goods, China, where a zero-
Covid policy is still leading to lockdowns being imposed.?

So where are we and where do we go from here? One
way to think about these questions is to focus not just

on Ukraine, hard as that is when faced with its unfolding
tragedy, but to think about how the conflict interacts with
other developments shaping Europe’s economy.

Writing this feature last year, we noted how the pandemic
had hastened the development of ecommerce. But
perhaps ecommerce was too narrow a focus, in that

over the last few years, what we have seen is the
digitalisation of our societies - in how we live, not just
in the way we shop. In Europe, we access government
services online, we stream music and movies, we work
more often from home because digital technologies mean
we don’t need to be in the office for 35 hours a week.

This has occurred at the same time as concerns over the
environment have become mainstream. At Cop26 in
November 2021, 197 countries agreed the Glasgow
Climate Pact. This aims to limit “the increase in the
global average temperature to well below 2°C above
pre-industrial levels and [to pursue] efforts to limit the
temperature increase to 1.5°C above pre-industrial levels”.

It is easy to be sceptical about such grand proclamations,
but to offer a glass half-full perspective, consumer
behaviour is already changing. While that change may
be patchy and even inconsistent - think of middle-class
consumers who shop at budget supermarkets to save
money while also supporting local and organic producers
from whom they order direct - it is happening.

For harried retailers, where executives are worried on a
day-to-day basis about whether they can pass on price
rises from their suppliers, assuming these retailers can

even source goods reliably, all this talk of the digitalisation
of society may still seem rather distant. But take a step
back and perhaps the strategic imperative is how to get
through the next few months and years - learning to deal
for the foreseeable future with inflation, finding the right
balance between investing in ecommerce and physical
stores, re-establishing robust supply chains - while also
trying to prepare for what lies ahead.

To return to the economic problems caused by Russia’s
invasion of Ukraine, one response has been to argue
that nations should develop and exploit domestic
carbon fuel reserves. In the United Kingdom, for example,
this idea as been used as a partial justification for opening
a new coal mine in Cumbria® and for granting new licences
to drillin the North Sea.™

While acknowledging that more thoughtful commentators
see exploiting these reserves as a transitional measure,

an alternative response is to point out that developing
cleaner sources of energy and transitioning to a post-
carbon economy are now essential tasks - and anyway
unavoidable. Faced with serving consumers in an
increasingly digitalised and digitalising society, it’s possible
the European retail sector has now, metaphorically at least,
reached a similar point.

[1] www.reuters.com/world/europe/ukraine-works-resume-grain-exports-flags-russian-strikes-risk-2022-07-25/

[2] www.bbc.co.uk/news/world-asia-china-62046521

[3] www.lancs.live/news/local-news/government-delays-cumbria-coal-mine-24419225

[4] www.theguardian.com/environment/2022/feb/15/new-north-sea-oil-gas-licences-incompatible-uk-climate-goals
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Market overview:
Furope in numbers

Europe is one of the most developed
regions of the world, but this brings
its own challenges

When Vladimir Putin invaded Ukraine, it represented

the reassertion of an earlier European order, one where
great powers jealously guarded not just their own borders
but areas they regarded as falling under their spheres

of influence. In truth, Europe long ago ceased to be that
place. Despite Brexit and the rise of populism, the modern
European economy has been built on cooperation as
much as on competition, especially amongst countries
central to the European Union project.

Looking at GDP figures, it’s an approach that has made
Europe wealthy. GDP per capita in Europe in 2022 is
projected to be €35,684, against a global figure of
€15,140. The figure for the EEA plus Switzerland and
the UK is higher still, at €38,557. (‘Europe’ and ‘global’
here refer to the countries we track.)

Demographics will likely impact increasingly on these
figures, even in the near future. Europe’s population is

Population structure
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Source: RetailX, drawing on data from IMF and The World Factbook
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Data for EEA+2 includes all current EEA members in addition to the UK and Switzerland
Source: RetailX, drawing on data from IMF
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essentially stable. While it is predicted to grow by 0.3%

in 2022, the equivalent global figure is 1.1%. At the same
time, Europe’s population is getting older. In many
respects, this is a good news story of improving healthcare,
but it also means that relatively fewer younger workers
have to generate the income to support an ageing society.

One answer here is to encourage immigration, but this

can be politically difficult and an influx of workers from
Europe was a factor in the vote for Brexit. More recently
in the United Kingdom, plans to raise taxes to pay for social
care funding™ have become central to the Conservative
leadership contest, with Liz Truss claiming now is not

the time for the government to be taking more money
from people. For a right-wing party where the idea of low
taxation promoting growth is akin to an article of faith,

this is inevitably difficult territory.

For all the overall sophistication of Europe’s economy,
there are big differences in wealth across nations and
regions. Western Europe, which includes France, Germany
and the UK, has a GDP per capita of €58,452, far exceeding
the €9,022 GDP per capita generated in Eastern Europe. It’s
important to realise that individual regions contain nations
at different stages of economic development. In Northern
Europe, the Scandinavian nations are far richer than their
near-neighbours in the Baltics.

[1] https://lordslibrary.parliament.uk/social-care-funding-a-rise-in-national-insurance/

Population Structure, 2021 (in million inhabitants)
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Source: RetailX, drawing on data from Eurostat
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Source: RetailX, drawing on data from Eurostat
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Market overview:
INnternet use

Europeans have enthusiastically adopted
the internet, but have been more cautious
about ecommerce

As of April 2022, the number of people worldwide using
the internet had reached 5bn.™ Comparatively rich and,
by and large, with governments committed to giving
citizens access to information, Europe has led the way
in the adoption of digital technologies. As a result, the
percentage of the population using the internet

in many European nations tops 95%, although less
developed European nations are still catching up, hence
the overall total for the countries RetailX tracks in detail
standing at 89% in 2021.

For allits overall upward trajectory, the development

of ecommerce has been patchier. While the wealth of
countries is generally an indicator to how many people
will spend online, cultural factors also play in, with some
populations noticeably less keen on ecommerce than even

in near-neighbours (see individual country pages for more).

[1] www.statista.com/statistics/617136/digital-population-worldwide/

Percentage of internet users
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Data for EEA+2 includes all current EEA members in addition to the UK and Switzerland
Source: RetailX, drawing on data from Eurostat and DataReportal

Percentage of internet users who shop online
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Data for EEA+2 includes all current EEA members in addition to the UK and Switzerland

Source: RetailX, drawing on data from Statista

Indexed total ecommerce spending
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M J rket ove r\/| eW: THE INCLUSIVE INTERNET INDEX (OUT OF 100)
. REGIONSAND  LOGISTICS ~ EASEOFDOING E-GOVERNMENT ~ INTEGRATED | AVAILABILITY AFFORDABILITY ~RELEVANCE  READINESS  OVERALLINTERNET
. . . COUNTRIES ~ PERFORMANCE  BUSINESS INDEX ~ DEVELOPMENT  INDEX FOR POSTAL INCLUSIVE INDEX
| N te M atl onNa l N d ICES INDEX (LP1) INDEX DEVELOPMENT
(21PD)

WESTERN EUROPE

The sophistication of Europe’s economy is shown FB;,&Z?EM 16 39 19 5 9 10 2 4
consistently in international indices that RetailX tracks GERMANY 1 7 25 2 n 19 19 14
as part of our ongoing research. These indices also show IRELAND 29 4 7 13 34 3 37 Kl
variations in digital performance across the continent. LUXEMBOURG | 24 n 33 64 N/A N/A N/A N/A
We will be revising which indices we follow for next year’s :EEHERLANDS : g i g : 4 : .
report, but for now the indices we track are: THE UK
« Logistics Performance Index: The World Bank’s NORTHERN
“interactive benchmarking tool created to help countries K I
identify the challenges an.d (?pportunltles they face in their ESTONIA % 18 3 19 3 3 2 % %
performance on trade logistics.”™ FINLAND 0 2 ] 2% N/A N/A N/A N/A N/A
« Ease of Doing Business: “The Doing Business project ICELAND 40 2 12 83 N/A N/A N/A N/A N/A
provides objective measures of business regulations and LATVIA 10 Li 4 2 N/A /A /A N/A N/A
their enforcement across 190 economies and selected UTHUANIA o ! 4 5 ! A 9 il 2

n i , NORWAY 2 9 13 51 N/A N/A N/A N/A N/A
cities at the subnational and regional level.”™ In September SWEDEN 9 0 6 % 8 7 15 16 I
2021, the World Bank discontinued updating ths research
following “data irregularities” being “reported internally”. AUSTRIA 4 7 15 3 33 2 48 2 32
A new Business Enabling Environment (BEE) index will (ZECHIA 2 4 39 18 N/A N/A N/A N/A N/A
follow at some point, but for now we continue to publish HUNGARY 3 5 5 £l 42 2 49 e T
the final Ease of Doing Business Index results. POLAND 4 el i i Z I I il I

SLOVAKIA 53 45 48 2 N/A N/A N/A N/A N/A

« E-Government Development Index: “Along with SLOVENIA 35 37 23 46 N/A N/A N/A N/A N/A
an assessment of the website development patterns SWITZERLAND _ [113 36 16 1 4 40 7 25 10
in a country, the E-Government Development index KEY: [¥l Top quartile [ Second quartile Ml Third quartile Bl Bottom quartile @®® Retaix 2022
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incorporates the access characteristics, such as the
infrastructure and educational levels, to reflect how a
country is using information technologies to promote
access and inclusion of its people”™

« 2]PD: “The UPU’s Integrated Index for Postal
Development (2IPD) is a composite index providing an
overview of postal development around the world, with
168 countries covered... In addition to revealing the relative
performance of postal operators around the world, the
index sheds light on how to foster postal development and
maximize the efficiency of postal infrastructure.”

« Inclusive Internet Index: “Commissioned by Meta and
developed by Economist Impact, [the Inclusive Internet
Index] seeks to measure the extent to which the Internet is
not only accessible and affordable, but also relevant to all,
allowing usage that enables positive social and economic
outcomes at the individual and group level.””

Overall, the performance of European economies in these
indices is broadly as you might expect. For example, the
United Kingdom ranks in the Top 10 of all of these indices
(excepting some of the sub-indices of the Internet Inclusive
Index). This may change in the wake of Brexit if business
conditions deteriorate, but the rankings broadly reflect the
United Kingdom being open to the world and, over many
years, quick to adopt digital technologies.

In contrast, the rankings of countries in Eastern Europe
reflect these nations’ histories as part of the Soviet Bloc,

© 2022 retailx.net, distributed by InternetRetailing.net

INCLUSIVE INTERNET INDEX (OUT OF 100)

REGIONSAND  LOGISTICS ~ EASEOFDOING E-GOVERNMENT ~ INTEGRATED | AVAILABILITY AFFORDABILTY ~RELEVANCE  READINESS  OVERALL INTERNET
COUNTRIES ~ PERFORMANCE  BUSINESS INDEX  DEVELOPMENT  INDEX FOR POSTAL INCLUSIVE INDEX
INDEX (LPI) INDEX DEVELOPMENT
(21PD)
EASTERN EUROPE
BULGARIA 5 61 44 3 25 34 33 33 8
CROATIA 49 51 51 7] N/A N/A N/A N/A N/A
T- 7 7 63 N/A N/A N/A N/A N/A
MACEDONIA
ROMANIA 48 55 55 3 18 2 40 B 30
SERBIA 65 4 58 » N/A N/A N/A N/A N/A
UKRAINE 66 64 69 N/A N/A N/A
SOUTHERN
EUROPE
CYPRUS 45 54 18 40 N/A N/A N/A
GREECE 4 79 7] 38 8 2 2 18 18
ITALY 19 58 3 1l 3 6 % 8 2
MALTA 69 88 n 69 N/A N/A N/A N/A N/A
PORTUGAL 1B 39 3 7 2 2 H 25 28
SPAIN 7 30 17 3 0 9 9 1l 7

KEY: [ Top quartile [ Second quartile M Third quartile Il Bottom quartile

for example, Bulgaria and Romania, or, in the case of
Croatia, North Macedonia and Serbia, as states formed
after the breakup of Yugoslavia.

As ever, some of the fascinating figures here are the
outliers. Belgium, for example, ranks 64th in the Relevance
sub-category of the Inclusive Internet Index because,

say those compiling the figures, the country suffers

from a lack of local content.

@@ G Retailx 2022

Volatility in the 2IPD, noted its compilers when the latest
report was published, was down to “postal operators
around the world... adjusting to the new normality brought
by the pandemic” with varying degrees of success.

[1] https://Ipi.worldbank.org

[2] www.doi i

[3] https://publicadmini: ion.un.org, 1-us/About/Overview/-E-Government-Development-Index
[4] www.upu.int/en/Universal-Postal-Union/Activities/Research-Publications/Integrated-Index-for-Postal-
Development

[5] https://theinclusiveinternet.eiu.com
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The European
consumer

European consumers are nervous about
the geopolitical and economic situations,
yet ecommerce is still on the rise

Itis hardly surprising that consumers are nervous about
what lies ahead. Russia’s invasion of Ukraine, coming
immediately in the aftermath of a global pandemic, has
been a seismic event, the long-term repercussions of which
are still unclear. Around 9m people have left Ukraine
and further millions have fled their homes." Europe’s
reliance on Russian gas to keep the lights on, even as
nations take in Ukrainian refugees and arm Ukraine with
heavy weaponry, has come acutely into focus.

These kinds of factors were reflected in a survey conducted
by McKinsey in April. In Spain, the survey revealed, 67%

of respondents had a negative view of their country’s
economic state. Even in Germany, Europe’s largest
economy, 55% of respondents were negative. Arguably
even more telling is that so few respondents took a
positive view of the economy. In the United Kingdom,
just 15% of respondents said they had a positive outlook.

How often do you shop online?

Regular shoppers [l Occasional shoppers [l Infrequent shoppers

United Kingdom
Italy

Spain
Germany
Belgium
Netherlands
France
Europe
Norway
Sweden
Finland
Denmark
Switzerland

Online survey conducted in November 2021. Answers have been stratified by age and gender.
Data for Europe has been calculated as a weighted average across 19 European surveyed countries.
Infrequent shoppers = Buy online less than once a year
Occasional shoppers = Buy online once a month to once a year
Regular shoppers = Buy online more than once a month
Source: RetailX

Q@G Retailx 2022

Percentage of internet users and
e-shoppers, 2021
E-shoppers [l Internet Users
74%

67%
Northern Europe

59%

I ¢

48%
I 77

57%
Southern Europe °

I ¢

Source: RetailX, drawing on data from Eurostat @@ Retailx 2022

Western Europe

Central Europe

Eastern Europe

Confidence in own country’s current economic state, in percentage of respondents

Positive [l Neutral [l Negative
100 Germany France

90 13% 13%

80
70 32%

UK Italy Spain
15% 11% 11%

Europe Consumer Pulse Survey conducted between 12 to 18 of April 2022 containing 5,075 respondents in France, Germany, Italy, and Spain.
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Were the same survey to be conducted today, it’s
reasonable to expect that the results would be even more
negative. In Germany, there is disquiet over the prospect
of energy rationing during the winter.” The French
government has moved to nationalise energy provider
EDF, in great part a way to protect consumers from
energy price volatility.” In the United Kingdom, the
effects of Brexit have been a drag on the economy and, in
a July 2022 YouGov poll, 53% of respondents said it had
been a mistake to leave the European Union."

Inflation (discussed in more detail on page 31) plays a part
here. As a Europe Consumer Pulse Survey revealed in April,
consumers have noticed price increases across a variety

Change of spend in general categories,

in percentage of respondents
Lower [Aboutthe same [llHigher

Rent/mortgage
Energy/utilities
Transport and gasoline
Food and essentials

Nonfood discretionary

Put money into savings

Europe Consumer Pulse Survey conducted between 12 to 18 of April 2022 containing 5,075
respondents in France, Germany, Italy, and Spain.
Source: McKinsey & Company

@®O Retailx 2022

Consumer-observed price increases,
by category

In the last four to six weeks, how have you observed price
changing across the following categories?

Pet food and supplies 70%
Kitchen and dining products 69%
Home improvement supplies 57%
Skin care and makeup 56%
Vitamins and supplements 53%
Consumer electronics 51%
Apparel 51%
Home decoration and furniture 48%
Sports and outdoor equipment 47%
Footwear 44%
Fitness and wellness services 44%
Accessories 42%
Jewelry 34%

Europe Consumer Pulse Survey conducted between 12 to 18 of April 2022 containing 5,075
respondents in France, Germany, Italy, and Spain. Results show the % of respondents rating
price change in the last 4-6 weeks at significant increases (answered 4 or 5 on a 5-point scale)

Source: McKinsey & Company @®E Retailx 2022

Activities and intended activities when
shopping for groceries or essentials,
in percentage of respondents

Have done in last 4-6 weeks [l Plan to do in next 4-6 weeks

Total: Any new 68.0%

shopping behaviour -9.0%

Try private-label brand
.o

Switch to a different 29.0%
brand than normal -9 0%

Shop from a different
retailer/store than normal -8 0%

37.0%

24.0%

Switch from a bricks-and 14.0%
-mortar store to online -
8.0%

Shop from a different 13.0%
website than normal .
7.0%

Try new digital 11.0%
shopping method .7 0%

10.0%
Use a new shopping method
.7.0%

Switch from online to a 10.0%

brick-and-mortar store - 13.0%

Europe Consumer Pulse Survey conducted between 12 to 18 of April 2022 containing 5,075
respondents in France, Germany, Italy, and Spain. Resuts show the % of respondents rating
"Extremely likely" and "Likely" on a 6-point scale
Source: Mckinsey & Company

@@ Retailx 2022
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of categories, which has had an impact on consumer
behaviour. Consumers are buying smaller quantities,
trading down in terms of the brands they select and
delaying purchases. There is nothing in the immediate
economic outlook to suggest this kind of behaviour will
change in the near future. In 2023, when inflation is
predicted to ease, the overall figures for the eurozone
and the EU as a whole, will be respectively 4.0% and
4.6%, according to the European Commission.

For retailers trying to sell into Europe’s competitive
markets, this will be challenging. Yet at a strategic level, it
is arguably more important than ever to separate short-
term factors from longer-term trends. The coronavirus

Share of consumers shopping for
fashion and accessories online

Spain
Netherlands
France
Sweden
Belgium
Italy
Germany
United Kingdom
Switzerland
Norway 33%
Finland 32%
Denmark 32%

57%
56%
51%
46%
46%
46%
44%
42%
41%

Note: Survey conducted in November 2021 to between 180-450 16+ years old respondents

residing in each of the shown countries
Source: RetailX Q@G Retailx 2022

Changed behaviour by category when
price increased perceived

In the last four to six weeks, how have you observed price
changing across the following categories?

No action |l Delayed purchase [ll Lower-price brand [l Smaller quantity

Pet food and supplies

Kitchen and dining products

Home improvement supplies

Skin care and makeup

Vitamins and supplements

Consumer electronics

Apparel

Home decoration and furniture

Sports and outdoor equipment

Footwear

Fitness and wellness services

Accessories

Jewellery

Europe Consumer Pulse Survey conducted between 12 to 18 of April 2022 containing 5,075
respondents in France, Germany, Italy, and Spain. Results show the % of respondents rating
price change in the last 4-6 weeks at significant increases (answered 4 or 5 on a 5-point scale)
Source: McKinsey & Company @@ @ Retailx 2022

Mobile split by country in 2021

Desktop [l Mobile

United Kingdom 45.5%
Ireland 54.8%
Czechia 56.8%
Ukraine 57.3%
Bulgaria 58.1%

Serbia 58.4%
Poland 58.5%
Romania 58.5%
Cyprus 58.6%
Germany 58.7%
Hungary 59.0%

North Macedonia 59.3%
Sweden 59.6%
Slovenia 59.6%

Luxembourg 59.7%
Lithuania 59.8%
Slovakia 60.0%

Malta 60.2%
Spain 60.4%
Iceland 60.6%
France 61.1%
Italy 61.1%
Greece 61.3%
Portugal 61.3%
Latvia 61.4%
Norway 61.7%
Denmark 62.6%
Croatia 62.6%
Netherlands 63.1%
Austria 63.2%
Belgium 64.0%
Estonia 64.0%
Finland 64.7%
67.0%

Switzerland 33.0%
@@® @G Retailx 2022

Source: Statista Market Outlook
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pandemic drove people online and, while many more
consumers have chosen to return to stores than some
commentators initially predicted, Covid-19 has been an
undeniable factor in the development of ecommerce.
But it’simportant to remember this has represented

a ratcheting up of an existing trend rather than a new
development in itself.

That said, there are clear differences in consumer
behaviour across different European territories at
different stages of development. In the United Kingdom,
close to a third of purchases (31.8%) are now made online.
In Portugal, the equivalent figure is 8.4%. Serbs are least
likely of all Europeans to shop online, with just 3.7% of
purchases taking place online.

These figures illustrate how, for retailers looking to expand
abroad, the choice is often between trying to take a
small share of a developed market or launching in

smaller online markets where there is less competition.

It will be intriguing to see how the evolution of ecommerce
in countries with underdeveloped markets affects this
picture in the years ahead. Is there perhaps a sweet spot
for retailers where competition is less fierce yet the market
is developing so fast that launch costs are less of a risk?

[1] www.theguardian.com/world/2022/jul/06/donetsk-governor-urges-people-to-flee-after-more-civilian-deaths-

ukraine

[2] www.theguardian.com/world/2022/jul/19/germany-worries-about-gas-rationing-as-supply-from-russia-halted
[3] www.reuters.com/business/energy/france-announce-details-edf-nationalisation-2022-07-18/

[4] https://whatukthinks.org/eu/questions/in-highsight-do-you-think-britain-was-right-or-wrong-to-vote-to-leave-

the-eu/

Sales channel split by country in 2021

Offline [l Online

United Kingdom
Netherlands
Germany
Ireland
France
Finland
Luxembourg
Sweden
Iceland
Denmark
Norway
Austria
Switzerland
Czechia
Spain
Malta
Italy
Slovakia
Estonia FXER
Belgium
Hungary
Poland R
Latvia R
Cyprus
Slovenia
Croatia
Portugal
Lithuania EXER
Bulgaria
Greece
Romania [
North Macedonia [3
Ukraine E1
Serbia H

Source: Statista Market Outlook

@@ O Retailx 2022

(in thousand EUR)
68.2%
78.9% Iceland
79.8% United Kingdom
80.6% Luxembourg
80.7% Norway
81.7% Switzerland
82.1% Denmark
82.2% Netherlands
82.3% Sweden
83.1% Finland
S— Ireland
Austria
B3NTE Germany
84:2% France
BGH7 Malta 125
86.7% Italy 111
87.2% Belgium 1.09
88.9% Estonia 1.02
89.0% Spain 1.02
89.1% Cyprus 0.95
89.5% Czechia 0.90
89.5% Portugal 0.83
89.6% Slovakia 0.79
89.8% Lithuania 0.78
89.8% Slovenia 0.76
90.7% Latvia 0.66
90.8% Hungary 0.66
91.6% Greece 0.64
91.7% Poland 0.59
92.3% Romania 0.54
93.0% Croatia 0.48
93.1% Bulgaria 0.47
93.5% North Macedonia 0.43
96.2% Serbia 0.18
96.3% Ukraine 0.16

Source: Statista Market Outlook

Average revenue per user, 2021

2.72
2.69
2.34
2.11
2.08
1.98
1.97
1.81
1.69
1.67
1.66
1.65
1.60

@@ Retailx 2022
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Tom Bianchi g

Acquia’s VP Marketing, EMEA notes that

with such an interesting macroeconomic
climate, the post-pandemic world is most
definitely not going back to normal

Rising inflation, supply chain issues, labour shortages and
a war on the continent are all having an impact on buyer
behaviour, which is giving retailers a new kind of headache.
Shoppers are also facing a squeeze on their home finances
which, in turn, is moulding their behaviour. We see them
moving down market for cheaper products or brands, as
well as rationing their use of products to make things last
longer. But what does this mean for retailers?

As we saw during the pandemic, buyers are shopping
digitally more than ever before. This report shows that 64%
of UK shoppers use ecommerce, which means they are
more likely to shop around. A 2021 Acquia study showed
that two out of five shoppers had switched brands in the
past year for many of their regular purchases. This is why
it'’simportant for retailers to learn their customers’ digital
behaviour patterns and then react to changes.

The need to earn trust

In a high inflation market, buyer behaviour is sure to
change frequently as the economic environment also
changes. Retailers that want to be recession-proof will
need to earn their customer’s trust, which is why the
best brands are using their digital experience to retain
customers, using insightful and timely communications
to spark interest in products and retain customers.

It’s not quite that straightforward, though. Technological
challenges are hampering retailers as they try to better
understand digital customer behaviour. The demise of
the third-party cookie, along with changing privacy laws,
mean that the task of tracking a customer anonymously
on your website or app is more difficult than ever before.
Large percentages of your digital visitors are now almost
untrackable in tools such as Google Analytics.

While all of this sounds very gloomy, there’s a solution at
hand and it’s as simple as getting to know your customer
just a little better than you do today, with a consent-led
first-party data strategy. Simply put, you create a value
exchange-based offer - a loyalty programme or discount
club - that compels your customer to provide you with
their personal contact information and perhaps even
consider a logged-in element to your digital experience.
Once the customer has received something of value from
a retailer (such as a discount code), they’re much more
likely to want to share personal information with that

organisation. And once the retailer has that information,
they can start to build up a picture of buyer behaviour.

A single view of the customer

The best way to do that is using a Customer Data Platform
that collates data from across multiple sources (think
POS, ecommerce and CRM combined) to create a single
view of the customer. Using machine learning, the retailer
can automatically monitor for purchase pattern changes
and share time-relevant offers through each shopper’s
preferred channel. We know this works - our research

has shown that 85% of online shoppers in Spain will buy
something after having seen an advertisement.

In summary, the challenging economic environment is not
going to make things easy for the retail world but the one
shining light is that technology is available that can help
retailers reach their customers in new, more relevant ways.

Acaula

Acquia is the open source digital experience
company that empowers the world’s most ambitious
brands to embrace innovation and create customer
moments that matter. www.acquia.com

16 | RetailX | July 2022


https://www.acquia.com

EUROPE ECOMMERCE REPORT | MARKET ISSUES

© 2022 retailx.net, distributed by InternetRetailing.net

Market issues

Over the following pages, we look at five
issues that are likely to help shape the
strategic thinking of retailers across Europe
through the rest of 2022 and into next year.

Firstly, we reveal some of the latest RetailX
research into sustainability. Heatwaves this
year showed once again that we are entering
an era when action on climate heating is
imperative. However, there is a risk that the
geopolitical situation will result in progress
towards net zero slowing.

We also look at how supply chain issues,
exacerbated by the conflict in Ukraine, are
an ongoing issue for retailers and for brands;
ask whether the metaverse is more than
just hype (yes!); and urge caution on those
assuming the pandemic is over.

Finally, we look at inflation. Just how should
the ecommerce sector, which has developed
over long years of prices rising slowly, adjust
to an era when this is no longer true?

Section contents
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Sustainability

2022 is the year when action on climate
issues needs to happen, but will
geopolitical issues result in the world
taking two steps forward, then one back?

Heatwaves and droughts in Spain and Portugal are
punishing both countries with the driest weather for at
least 1,200 years, at the same time as weather fronts
push winter rainfall, expected for the Iberian Peninsula,
northwards to the UK and Scandinavia.

CO, emissions in Northern Europe

Based on index 1990=100
Denmark mm Estonia == Finland mm Iceland == Latvia == Lithuania == Norway == Sweden

0 1990 1995 2000 2005 2010 2015 2020

Source: Our World in Data @@ Retailx 2022

CO, emissions in Central Europe
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CO, emissions in Southern Europe
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CO, emissions in Western Europe
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In Germany, 2021’s floods were classed as a one-in-400-
year event. Climate change is no longer something
that’s way off in the future or only affects far off parts of
the planet - it’s being felt right now in the heart of Europe.

The environment and climate change are a concern

to governments, businesses and consumers around the
world. Like chaos theory’s ‘butterfly effect’ analogy, in
which a butterfly flapping its wings in the rainforest can be
the catalyst for huge storm at the other side of the planet,
carbon emissions from one country affects all others in
ways few can predict.

In September 2021, leaders of almost 200 countries

came together at the COP26 summit to discuss the issue,
review implementation of current agreements including
the Kyoto Protocol and Paris Agreement, push forward
developments and ratify measures to alleviate the impact
of rising temperatures.

Four goals were set up specifically for COP26, with
agreements subsequently made:

1. Securing global net zero by 2050 in order to keep
global temperatures within 1.5° above pre-industrialised
levels. This is to be achieved by accelerating the phasing
out of coal, curtailing deforestation, speeding up the
switch to electric vehicles and encouraging investment
in renewables

Percentage of people who intend to make certain decisions based on climate

change in 2020
China |l Europe [ U.S.

o
98% 93% 91% 94%

I 81% = 75%
I I I I 69%

Buy fewer plastic bottles Heat home less in winter

Source: Statista drawing on the European Investment Bank Climate Survey

2. Adapting to protect communities and natural habitats

3. Mobilising at least $100bn (€84bn) in climate finance
each year to help developing countries cope with the
effects of climate change

4. Working together to deliver by finalising the Paris
Rulebook. These are the guidelines under which the
Paris Agreement is to be delivered. They include details
on how countries will report their emissions, common
timeframes for reducing emissions and the mechanisms
and standards for international carbon markets.

Ahead of the 12-day Conference of the parties in Glasgow,
at which world leaders were joined by thousands of

Boycott carbon-negative Fly less
companies

95%

5% 79%

66%
I i 52%

Protest or march for
climate change

@O Retailx 2022

negotiators, NGOs, businesses and interested citizens,
countries published their updated climate targets. At the
summit’s close, Alok Sharma, UK President of COP26 said:
“We can now say with credibility that we have kept 1.5
degrees alive. But, its pulse is weak and it will only survive
if we keep our promises and translate commitments
into rapid action.”

This sentiment was seconded by the UN Climate Change
secretariat. Its 2021 annual report marked the outcomes

of COP26 as having signalled “a shift from negotiations
and setting targets to implementing actions and raising
ambition further”!
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Countries within the EU are working as a single group

to implement agreements set out at COP26, along with
ambitions set previously. By 2017, the EU had already cut
greenhouse gas emissions by almost 22%, compared to

its benchmark year of 1990, achieving this goal three years
ahead of schedule. Current targets will see emissions
cut by at least 55% by 2030. Further ahead, the EU has set
a goal of being climate-neutral by 2050.

Individual countries within the EU each have their

own target for tackling greenhouse gas emissions and
other areas of climate policy, which all link into the EU’s
overarching goals. Looking at the CO2 emissions figures for
countries in Western Europe in 2020 shows emissions are
lower than in 2019 and are continuing a downwards trend.

The EU is also extending its climate diplomacy work to
focus on human rights as well as climate change, energy,
biodiversity loss and environmental degradation. This
board church recognises how they are all entwined and
can accelerate or deepen existing vulnerabilities that
could undermine global peace and stability. This approach
will see countries within the EU engaging with countries
outside of Europe with a single voice.

“The EU is extending its climate
diplomacy to focus on human rights
as well as climate change”

However, the world remains on course to reach global
warming of 1.5° within the next two decades, with the IPCC
warning that temperatures will continue to increase unless
the world takes much bolder action. “Half measures are
no longer an option,” it says, since “any further delay in
concerted global action will miss a brief and rapidly closing
window to secure a liveable future.”

Developments are moving fast for the environment, our
impact on the planet, respect for each other and other
creatures. The war in Ukraine has put pressure on Russian
oil-reliant countries such as Germany to revert to coal

as a stop-gap, while the US Supreme Court has stalled
President Biden’s climate commitments.”

It often seems as though 2021’s momentum has been
slowed and that climate action is going backwards. It is
yet to be seen what 2022’s promised year of action will
achieve. Two steps forward and one back might sound like
a slow progress, yet it’s still going in the right direction.

IS PLASTIC BANISHED TO THE PAST?

Where action is continuing apace is around the issue of
single-use plastics. It’s estimated that 7bn of the 9.2bn
tonnes of plastic produced between 1950 and 2017 has
become waste. A legally binding treaty “to cure” the issue
of plastic pollution is being negotiated over the coming
two years, having been agreed in principle at March’s
United Nations Environment Assembly.®!

Value of green bond issuance in selected
European countries in 2021 (Sbn)

Germany 63.2%
France 36.3%
UK 33.9%
Netherlands 23.4%
Spain 22.0%
Italy 19.6%
Sweden 16.2%
Norway 12.0%
Luxembourg 6.1%
Finland 3.8%
Ireland 3.7%
Austria 3.1%
Switzerland 2.8%
Portugal 2.7%
Belgium = 2.5%
Poland = 1.8%
Russia = 1.6%
Greece = 1.2%

Iceland = 1.1%

Survey period: 2021
Source: Climate Bonds Initiative accessed via Statista

@@ Retailx 2022
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60 countries, the UK included, have already implemented
some type of legislation to curb the manufacture or use

of plastic packaging. The UK’s legislation, which became
enforceable on 1 April 2022, taxes businesses for any
packaging containing less than 30% recycled plastic which
they manufacture or import. As a result, retailers have
been making changes to the amount of virgin plastic
used in packaging since the tax was announced in 2018.

While the actual percentages vary by country around
40% to 60% of consumers cite plastic packaging as an
important aspect of sustainable consumption. They also
putitin first place when given a list of environmental
concerns pertaining to retailing.

Retailers have not been deaf to such widespread
consumer concerns and changing legislation. As part of

its sustainability efforts, jewellery brand Pandora made
the swap to new bags and boxes across its stores and
online in 2021. This new packaging cut emissions by more
than 60%. Its carrier bags, where used, no longer contain
plastic, while the plastic content in its jewellery boxes has
been reduced by more than 75%.

Retailers are also retaining responsibility for their
own emissions by taking back packaging. Ethical
beauty retailer The Body Shop accepts used product
containers from customers to ensure that they are
recycled rather than ending up in landfill. Each item is

Responsibility for tackling climate
change, 2021

In your opinion, who within the EU is responsible for tackling
climate change?
63%

58% 57%
43% 41%
30%
3% 1%
National Business The Regional You Environmental  All of Don't
governments and European and local  personally groups them know
industry Union authorities

Multiple answers possible. Face-to-face surveys carried out in March and April, 2021
Source: Eurobarometer; European Commission ©@@®@ Retailx 2022

quarantined before being washed then shredded into

a plastic mix that’s heated to more than 200° before
being pressed into 100% recycled plastic boards. This is
then used by ReWorked to make products ranging from
furniture, shelters and bins to shop fittings and children’s
play equipment and furniture, the latter being donated to
local schools in need.

Grocery chain Morrisons has taken things a step further
by investing in a recycling plantin Scotland that
processes items such as sweet wrappers and crisp
packets. It has further plans for its own recycling facilities
and has also committed to halving the amount of
packaging used for its own goods by 2025.

Renewable Energy 2020

% share of energy from renewable sources

Iceland
Norway
Sweden
Finland

Latvia
Austria
Portugal
Denmark
Croatia
Estonia
Lithuania
Serbia
Slovenia
Romania
Bulgaria
Greece
Spain

Italy
Germany
North Macedonia
France
Slovakia
Czechia
Cyprus
Ireland
Poland
Netherlands
Hungary
Belgium
Luxembourg
Malta

43.8%

42.1%
36.5%
34.0%

31.7%
31.0%
30.1%
26.8%
26.0%
25.0%
24.5%
23.3%
21.7%
21.2%
20.4%
19.3%
19.2%
19.1%
17.3%
17.3%
16.9%
16.2%
16.1%
14.0%
13.9%
13.0%
11.7%
10.7%

No data available for the UK, Switzerland, and Ukraine

Source: Eurostat

83.7%
77.4%

60.1%

@@ O Retailx 2022
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MOVING FROM LINEAR TO A MORE CIRCULAR

RETAIL MODEL

Retailers are also looking to reduce the level of

virgin materials used in products, be that plasticin
packaging or metals in consumer electronics. The fashion
industry, for example, is working on reducing the levels of
chemicals and water used to process raw materials into
garments. Fashion brands are collaborating with each
other, their textile suppliers and even farmers in order to
overhaul the top-to-bottom impact of their sector.

Brands are also looking at what happens to products
at the end of their life and how to delay that by
repairing. RetailX has analysed the consumer-facing
websites of Europe’s leading retailers, including the
RetailX EU Top1000, to discover how many retailers are
working towards a more circular product model and how
they are communicating this increased sustainability
journey with their customers.

A number of parameters were analysed, including
whether the brand or retailer offer a product rental
service and whether they include information of how
to repair their products or a service to do so.

Other measurements around transparency of
retail practices and how often they update on their
sustainability progress were also measured.

Circular material use rate 2020

% share of material recovered and recycled

Netherlands 30.9%
Belgium 23.0%
France 22.2%
Italy 21.6%
Estonia 17.3%
Luxembourg 13.6%
Germany 13.4%
Czechia 13.4%
Slovenia 12.3%
Austria 12.0%
Spain 11.2%
Poland 9.9%
Hungary 8.7%
Malta 7.9%
Denmark 7.7%
Sweden 7.1%
Slovakia 6.4%
Finland 6.2%
Greece 5.4%
Croatia 5.1%
Lithuania 4.4%
Latvia 4.2%
Cyprus 3.4%
Bulgaria 2.6%
Portugal 2.2%
Ireland 1.8%
Romania 1.3%

No data available for the UK, Switzerland, Iceland, Norway, Serbia,
North Macedonia, and Ukraine
Source: Eurostat
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Rentalis stillin its infancy for many in the retail
industry. Fewer than 2% of the RetailX EU Top1000

have a way for customers to rent their products rather
than buying them outright. 11% offer a product repair
service, while under 5% include information on their
website showing customers how they can carry out their
own repairs.

Taking products back for recycling at the end of
their life is something that an increasing number of
retailers and brands are offering. More than a fifth of
the EU Top1000 offer a way for customers to return and
recycle their unwanted products.

Services such as these are partly driven by the desire

of brands and retailers to limit their impact on the
environment, the need to comply with legislation and

as a way to ultimately reduce waste and costs. Ambitious
targets, collaboration and pressure points between
governments, businesses and consumers are starting
to make a noticeable change in the retail industry.

[1] https://unfccc.int/annualreporttteq-7
[2] www.theguardian.com/environment/2022/jul/06/supreme-court-epa-ruling-biden-climate-policy-global-reaction
[3] www.theguardian.com/environment/2022/mar/02/world-leaders-agree-draw-up-historic-treaty-plastic-waste
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Supply chainissues

It has not been an easy time for the supply
chain industry, with a single stranded
ship, along with a global pandemic,
having wide-reaching consequences for
European ecommerce

Covid-19 not only changed the way consumers shop

by driving many online for the first time, it also brought
supply chain issues to the general public’s attention.
Disruption across the supply chain was well documented
as the ecommerce sector was hit hard, with 60%

of websites reporting that they had encountered
difficulties in their supply chain. France, Germany, Italy
and Sweden were the most impacted countries.™

While lockdowns may have lifted in many regions, renewed
Covid-19 outbreaks in others and an ever-growing
ecommerce market mean that post-pandemic global
supply chain issues are still being felt.

NOT OUT OF THE WOODS YET

Neither the global supply chain nor the ecommerce sector
have fully recovered from the pandemic but are now

also facing an energy crunch, rising costs and Russia’s
invasion of Ukraine. This combination means that any

Rockefing shipping container prices, labour shortages and delivery delays are sfill causing concern for ecommerce retailers working to keep customers

disruption to the supply chain, and therefore to the
ecommerce industry, may not be as short-lived

as previous predicted. As the World Economic Forum
said, “The increasing frequency of supply-driven
disruptions - ranging from global pandemics and the
climate crisis to cyber threats and geopolitical tensions -
combined with an ever-intensifying set of demand-driven
disruptions - including the rise of new consumer channels,
pent-up demand and a fragmented reopening of the global
economy - will continue to destabilise global value chains.”

SHIPPING CRISIS

The pandemic left transport networks weakened and
resulted in labour shortages across the board. For middle-
mile supply chain operators, rising fuel costs and limited
HGV drivers have resulted in costs being passed back onto
ecommerce retailers. Surging retail imports and peak
produce shipments have also driven up demand, and
therefore the cost, of transportation services.
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JUST IN TIME

Pre-pandemic, much of Europe deployed a supply chain
management strategy known as ‘just in time’ (JIT).
Based upon demand, this model coordinates consumer
demand with the need for materials to produce items as
and when they are required in the manufacturing process.

In theory, this reduces the need to store excess materials
in a warehouse, yet to function correctly, JIT relies on
an intricate synchronisation between operations.

The JIT supply chain aims to reduce timing delays and
costs by perfecting the timing of ordering materials.
The objective is for businesses to have precisely the
right amount of materials needed each moment to

The latest Apple MacBook Air launched globally thanks in part to JIT

© Apple

meet customer demand. JIT is designed to be an efficient
operation that optimises materials while delivering on
what customers want in any given time frame.

JIT is a model that has been deployed by Apple for
decades. In the late 1990s, the tech giant scaled back

its supply chain vendors from more than 100 to 24 and
slashed its number of warehouses by half. Since Apple can
now turn over its inventory once every five days, its ability
to launch, manufacture and ship millions of iPhones
globally like clock