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The first innovation in the history of retail well known to us was the 
emergence of department stores. The second, the mail order service was 
connected to the introduction of catalogues. The third is the spread of 
discount stores, and internet commerce is obviously the fourth disruptive 
innovation, where the scale and the speed of the change differentiated 
from the previous phases. Majority of Asian countries are ahead to 
illustrate how the traditional retail business models are being transformed 
by the disruptive technology. The main trends and business developments 
are explored in the research. 

 
Introduction 
 
The retail sector – especially in the Asian markets – is traditionally 
characterised by a way of thinking in long term, and the manifestation of 
evolution was accompanied by expansive omni - channel models. The new 
forms and channels of trade strengthened the managements’ attention to 
the future and the local (domestic) companies also took up developing 
more conceptual plans. 

The research summarises the innovation patterns of retail trade 
because this will help the in the other parts of the world to pose the right 
questions. Today many even among the managers of the sector feel that 
we are witnessing changes that do not only modify the presently known 
operating models but also fundamentally rewrite the business models. The 
biggest fears are formulated against online commerce, but – in the near 
past – the role of modern channels (discounts, hypermarkets) that upset 
the local ecosystem have been sharply criticised (GFK, 2018). 

The worries about innovation and technology-based developments are 
not new in the professional canon. There are four critical factors as the 
main functions of trade: customers should be supplied with the right 
product at the right place, price and time. The history of trade 
development is practically meeting these criteria through a flow of so-
called disruptive innovations. The most often technology driven change of 
the production model that fundamentally upsets the value creating chain 
is called disruptive, that is, destructive innovation. 
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The speed and measure of the changes coming about by the fourth 
industrial revolution in retail are not to be ignored specially in Asia. These 
changes will bring about shifts in customer power, shifts in households’ 
wealth, and buyers’ knowledge. Only in being knowledgeable about these 
changes and the speed in which this is occurring can we ensure that 
advances in product and market knowledge and technology reach all and 
benefit all (Anderson, 2012). 

 
Asian Snapshot on Retail 
 
The rise of e-commerce has redefined shopping and revolutionized 
retailing in the APAC (Asia Pacific) region. The researches prove, that 
APAC is better positioned and hosts five of the top ten most attractive 
retail markets globally (APAC research, 2017). Structural issues such as 
consumption upgrades, technological advancement and cyclical trends are 
pulling APAC’s offline brands/retailers in varying directions. Consumers in 
China (including Taiwan) and South Korea are fully embracing online, with 
those in Singapore and Hong Kong lagging, while Japan and Australia are 
moving at a tepid pace as preference for offline retail remains high. 
Consequently, retailers in China, Taiwan and Korea need to be proactive 
by adopting an omni-channel (integrated online/offline) strategy in order 
to stay relevant, while their counterparts in other markets face less 
imminent pressure and are able to co-exist with rising online retail (in 
selected products) or to develop online on their own. 

Department stores have felt most severely the rise of e-commerce, 
with its portion of total retail sales shrinking from 10-12% to 3-9% across 
countries between 2007 and 2016. Few brands/retailers in APAC have 
demonstrated successful online strategies. Fast Retailing’s vertical model 
and self-run store format has allowed it to develop a seamless online 
module. 

 
Retail snapshot to selected countries 
 
In this part is given a brief outlook for selected countries’ retail 
performances. The main figures of retail sales and internet sales of 
selected Asian economies are shown in table 1. 
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Table 1. Retail sales and Internet sales of selected economies in Asia, 2016 

 Retail 
sales 
(US$ 

billion) 

yoy 
growth 

(%) 

Internet 
sales 
(US$ 

billion) 

yoy growth 
(%) 

Share of 
internet 

sales in retail 
sales (%) 

China  2,016.7 8.1 347.4 33.9 17.2 
Japan  947.2 0.9 67.7 8.5 7.1 
South Korea  234.3 7.8 43.0 20.4 18.4 
Taiwan  90.8 2.6 8.9 12.5 9.8 
Singapore  21.9 -1.7 1.1 33.1 4.8 

Source: Euromonitor International; compiled by Fung Business Intelligence 

 
China is largest country in the region, notwithstanding the middle level 

standard of living (table 1) it is the leader in e-commerce (especially 
mobile commerce), and the offline retailers remain the victim. It is 
expected the future supply of retail space in China remaining ample even 
after fast growth over the past decade, but rapid growth of ecommerce (in 
2016: 33,9%) will continue to put overall unit rent and rental yield under 
pressure. The relative high level traditional retail sales increasing (in 
2016: 8.1%) indicates, that mall operators with strong execution will 
continue to grasp the strong demand through proactive adapting to the 
new competitive landscape by adjusting their tenant mix (e.g. more F&B 
and experience shops that online shops cannot replicate). 

In Japan new store openings have slowed down due to the rise of 
construction and labour costs as well as the rebalancing of offline/online 
store portfolios by current players. Traditional retail in department stores 
have been particularly affected on both sales and earnings by the growth 
of e-commerce, while their fall has already begun since the beginning of 
the deregulation of location controls on large commercial facilities since 
1990. The threat of e-commerce has also reached areas such as shopping 
centres and train-station fashion buildings, which used to be considered 
relatively secure (Deutsche Bank Markets Research, 2017). 

The Korea e-commerce market is estimated to expand at 20.2% CAGR 
until 2021, significantly outgrowing the overall retail industry. It is 
expected the Korean e-commerce market to remain fragmented with no 
clear winner, while a number of leading players compete, due to non 
dominant player, limited M&A opportunities, and solid financial capabilities 
of major traditional retail participants. 

In Singapore retail sales have shown declining in 2016, but after it, the 
rise in retail sales was mirrored by an aggressive build out of retail space. 
It is forecasted  

Singapore continues being challenged by growing e-commerce and 
abundant supply. The recovery in the underlying economy and the 
positive outlook for residential market should see a cyclical recovery in 
retail in Singapore. Because of the very concentrated traditional retail 
department stores the share of e-commerce is relatively low (4,8%) 
compare to other regional countries.  
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Illustration to retail business developments 
 
What happen behind the data? In the next part such trends, retail 
business developments are illustrated, which show well how the retail 
being changed in selected countries in Asia. Among the participants of 
communication based on computer technologies the following 
communication types or connections are distinguished: 

 business-to-consumer (B2C), and business-tobusiness (B2B) 
between companies. While in the case of B2C it is about business-
trade relationship 

 between businesses and their end users, B2B refers to the business 
maters between two or more businesses, for example the 
relationship between 

 the given business and its suppliers. Nowadays very many business 
processes have electronic support, and subfields of e-business are 
developed asa result such as electronic purchasing, e-commerce 
(sales) or e-recruiting (employment).  

 
A never before seen, comprehensive and fast reconfiguration of 

business life can be seen today. E-commerce dissolves outdated business 
models, changes the cost structure and transforms the connection 
between customers and sellers and that of all the elements between them. 
At the same time, it makes traditional boundaries between the business 
partners of companies and their customers disappear, and changes the 
nature of their connections. Digitalization exerts the greatest influence on 
customer relations management as well as the organisation of the supply 
chain.  

The companies that want to strengthen their competitiveness have to 
improve the efficiency of their sales work; it is not enough just to offer the 
right products at an attractive price. The opportunities provided by 
digitalization have to be built in every step of the sales process. The 
results of innovation make solutions that integrate, automatize and handle 
the sales activities of the company as a whole possible. Digitalization 
brings about the full integration of the sales process. The present sales 
techniques connect isolated, independently developed systems with a 
given activity, section or unit. 

This approach cannot produce a supply chain management system 
uniform in the whole company. In the course of an average traditional 
transaction, sales people often have to consult manufacturing to find out if 
a given product can be configured in accordance with the specific needs, 
than with the customer again to see whether the solution that is offered is 
suitable for them, and consult with logistics whether the given product is 
in stock and ready to be delivered. Retailers and sellers can only be 
successful in today’s supply chains if they possess the IT-based 
applications that provide them with real-time access to up-to-date 
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information relating to products, prices and inventory items, that is, they 
have real time information about the development of their sales. The 
integration of sales applications with the company’s internal systems, 
which thus accomplishes an all-round integration involving all the units, 
means that after the competed sales transaction the system records the 
sales transaction, updates the model used for estimating the demand, and 
changes the manufacturing and delivery assignment accordingly, updates 
the customer records and forwards the data to the system measuring 
sales performance. 

It was Walmart and Procter and Gamble that first applied the process-
oriented supply chain management, the so-called CPFR, for their 
transactions with each other. Companies can only be successful in this 
system if their sales activities are considered cross functional that 
intersect unit lines. The use of the RFID technology is an important IT 
precondition of new approach of supply chain management, which 
significantly decreases warehousing and distribution costs (Kozák, 2017). 
The omni-channel strategy sets several requirements for businesses that 
are different from those seen so far: 

1) The content that leads potential customers along the purchasing 
process has to be assigned to attractive pricing. It is not necessarily 
the advertisement feel that is needed, rather content that sounds 
like advice. 

2) The data is available almost everywhere nowadays, the art is not in 
producing, obtaining it, but in interpreting it in a meaningful way 
that suits the business objectives. The combined use of social media 
content, mobile use habits and (geo)location information will clearly 
take the retailers of the future to whole new levels. Price 
comparison has undoubtedly become a common customer activity, 
even if not on mobiles and on the spot in the shop, but most people 
shop around at home on their desktop computers to check whether 
the refrigerator found in the department store can be obtained at a 
lower price from another source (channel). This is why it is practical 
to avoid direct comparison. For example, if the manufacturer 
produces its products with slight differences, they are given different 
EAN codes. The pricing competition can also be avoided if products 
are sold bundled (linked buying). Successful linking is ensured by 
purchasing data (basket analyses). 

3) Selection optimization is a major issue in trade. Only a correctly 
calibrated selection ensures the proper turnover rate. This, however, 
excludes keeping less often purchased products in stock. Combining 
online and offline may also help to solve this – long tail problem – 
should the integrated information system of the given retail chain 
inform its customers about the closest location. 

4) Digital technology makes product representation more exciting, 
more experience-like as well. Not only from the design, but also 
from the contents point of view. The number of conscious and 
mostly informed consumers-customers will increase, which enforces 
thorough information provision (Lambert, L. 2017).. The already 
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mentioned data even adds to it: 40% of interested people visit sites 
where others share their experience about the given 
business/product/brand. 

5) Customers who have had good experience are willing to spend 
more. This is why retailers should strive to direct customers towards 
more expensive service packages, ones that generate more income 
for the retailer. The VIP/ Premium margin will work if there is proper 
content and related credibility. The omni-channel concept can help a 
lot so that customers pay more for the extra services (including the 
physical products as well). 

 
Conclusion 
 
In Asian countries – such as on the most European regions - the 
traditional retail has acquired a new function to rise of omni-channel 
strategies: Attractive retail spaces are important no longer just for their 
ability to generate store turnover, but also for their role as promotional 
vehicles for the associated online store. Direct store-to-web turnover is 
just one aspect of this phenomenon in both regions. The illustrations show 
that a traditional retail presence boosts brand awareness among 
customers, which can lead to above-average online turnover in the 
catchment areas of the retail sites. Retailers can take into account future 
expected parameters when evaluating the turnover potential of retail 
spaces. As in the case of increasing GDP per-capita, sales provision varies 
between the two continents. In majority of Asian countries the growing 
rates of national output indicators exceed the figures of European average 
one. In both continents restrictive the protectionist tendencies can be 
slowed the expansion of international retailers. Dynamic growth in sales 
area productivity also counterbalanced to some degree rising rental costs 
in tight commercial real estate markets in Asian countries. Rising turnover 
accompanied by a simultaneous decline in retail space increased sales 
area productivity. 

It seems that the models describing the shopping process and working 
for decades are losing their validity. Not necessarily because certain 
phases disappear, rather because they overlap in time. The learning curve 
preceding the purchase is difficult to separate from the pre-information 
range, which actually continuously affects consumers. The number of 
points of contact (experience points, customer points) has grown 
exponentially, and it is difficult to seize-catch customers at the individual 
phases. Dozens or even hundreds of stimuli-inputs reach consumers. The 
process of brand and product selection, or even the decisions of shop 
selection cannot be divided into sections interpretable in the traditional 
sense. The post-purchase phase deserves special attention within this 
continuum. It opens up new horizons for digitally assisted trade in the so 
far neglected customer management. 
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When a middle-sized national or regional level retail chain establishes 
its CMR system and has continuous connection with its customers, that 
will signify a higher level in the value chain. The majority of Asian 
countries example in using the new business models in retail. 

Majority of Asian countries entered the dawn of the fourth industrial 
evolution in retail among the first , in which it differs in speed, scale, 
complexity, and transformative power compared to previous retail 
development trends. This article has examined the opportunities and 
challenges that are likely to arise as a result of the fourth industrial 
revolution. As retail revolutions have moved from the specialization of 
shop profile in the first commerce revolution, to the mass selling in the 
second, and then to the automation of supply chain in third, the standards 
of living for most people around the world have greatly improved. 
Undoubtedly, the capability of advancing technology coming forth from 
the latest industrial revolution has the potential to make even bigger and 
greater improvements on every aspect of our lives changes than the first 
three industrial revolutions summed together. The fourth industrial 
revolution may affect society and economy in a variety of ways, which is 
illustrated in some examples in the research. 
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