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Key insights
Standing out from the crowd
In this edition of CommBank Retail Insights, we explore the strategies retailers are using to stay relevant  
to their customers by differentiating themselves from competitors in an increasingly crowded marketplace.
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Key insights
Welcome to the latest edition of CommBank Retail Insights, 
a wide-ranging analysis of the Australian retail sector and 
the emerging trends shaping the industry’s future.

In this edition, we take an in-depth look at how retailers  
are differentiating themselves from their competitors –  
a challenging task in today’s crowded marketplace –  
and compare this to what consumers want from retailers,  
with a particular focus on the areas where these factors 
don’t align.

Overall, the outlook is becoming brighter, with improving 
sentiment on business conditions and increased foot 
traffic acting to take some of the pressure off retailers. 
New online marketplaces are also bringing with them new 
opportunities. As at March 2018, Amazon Australia added 
10,000 sellers to its platform, with 70 new sellers joining 
every day1. The recent decision to direct international 
searches to the local Amazon site should also benefit 
Australian retailers. March 2018 also saw the launch of 

Instagram shopping in Australia, with retail giants Myer and 
Country Road the first large scale retailers to trial the social 
media shopping experience.2 

For the most part, retailers are responding positively to 
these opportunities and are optimistic about the future. 
Our survey revealed an impressive uptick in business 
confidence – now at the highest level we have seen  
across all six editions of our report – with 41% of retailers 
expecting business conditions to improve over the next 
12 months. This sentiment was shared across all channels, 
retail categories and locations, with a particular surge for 
Western Australian retailers that lines up with a four-year 
high in consumer confidence for the state.3 

Yet the market remains extremely competitive, so the 
challenge is to create a compelling point of difference  
that resonates with consumers and allows retailers to 
remain relevant. 

Our research reveals that differentiation is worth the effort, 
with a direct correlation between the level of differentiation 
retailers employ and their growth expectations. However, 
to achieve this, the differentiation strategy must match the 
priorities of a retailers target market – and our research 
shows a clear distinction between consumers from different 
generations. We explore some of the strategies retailers 
could use to differentiate their business in this report. 

As always, we’d love to hear from you about your own retail 
experiences, and if you’d like to learn more about how you 
can put our insights into practice in your own business, 
please get in touch with our team of retail specialists.

Jerry Macey 
National Manager, Retail Industry 
Business and Private Banking 
Commonwealth Bank of Australia

• An in-depth online survey of Australian retailers in 
February 2018, involving 500 decision makers from 
small, medium and large retailers across Australia, with 
turnover ranging from less than $1 million to over $500 
million. Results have been categorised into four key 
retail sectors: Homewares & Hardware; Food & Liquor; 
Clothing & Footwear; and Other Retail.
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1 Inside Retail (New Zealand), Amazon marketplace hits 10,000 sellers in Australia, 22 March 2018. 
2 Inside Retail (Australia), Myer, Country Road onboard for Instagram shopping launch, 21 March 2018. 
3 Chamber of Commerce and Industry WA, WA consumer confidence reaches four-year high, 14 January 2018.

• An online quantitative survey of 1,314 shoppers across 
Australia in February 2018, segmented by generation as 
follows:
• Gen Z, aged 16-23 years (13% of participants).
• Gen Y, aged 24–36 years (24% of participants).
• Gen X, aged 37–52 years (23% of participants).

About CommBank Retail Insights

CommBank Retail Insights is an exclusive, wide-ranging analysis of the Australian retail sector. This edition is based on two surveys carried out by ACA Research on behalf of the 
Commonwealth Bank:

• Baby Boomers, aged 53–71 years  
(20% of participants).

• Pre-Boomers, aged over 71 years  
(20% of participants).

Consumer data has been weighted to ensure the results 
are nationally representative.
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Expected revenue growth  
over the next 12 months

Over 10% growth

6-10% growth

1-5% growth

No growth

Expect a decline

H2 2017

17%

22%

34%

16%

11%

H1 2018

18%

25%

33%

14%

10%

Positive outlook for business 
conditions over next 12 months 

Total

Multichannel

Pure play online

Bricks and  
mortar only 

H2 2017

32%

38%

32%

17%

H1 2018

41%

44%

41%

34%

The factors that are more important 
for each generation compared with 

the other generations

Boomers

Gen X

Gen Y and Gen Z  

Differentiation factor

Functionality and efficiency

Scale and efficiency

Personalisation

Average online and mobile sales 
(among multichannel retailers)

 

 
 
Online (% of sales  
by volume)

 
Mobile (% of online 
sales volume)

Now

 
 

 

Retailers’  
12 month forecast

 

 

Change in foot traffic over  
previous 12 months

Multi-channel

 Increased 

 Stayed the same 

 Decreased 
 
Physical stores only

 Increased 

 Stayed the same 

 Decreased

H2 2017

51%

18%

31%

 
 

36%

33%

31%

H1 2018

48%

25%

27%

 
47%

24%

29%

Top 5 areas where retailers 
consider themselves strongly 

differentiated
1. Customer service

2. Knowledgeable/skilled staff

3. Wide range of brands

4. Product quality and design

5. Location of stores

Top 5 areas where differentiation 
would influence a consumer’s 

choice of retailer
1. Location of stores

2. Low prices

3. Knowledgeable/skilled staff

4. Product quality and design

5. Integration of inventory systems

Revenue growth expectations  
by level of differentiation

 
 
More than 
6%+ growth

 
1-5%  
growth

 
0% growth 
or decline

Very 
differentiated

 

 

Somewhat 
differentiated

 

 

Not 
differentiated

 

 

55%

31%

14%

44%

32%

24%

28%

34%

38%

26%

30%

31%

36%

Changes in store footprint

 
 
 
Generally getting 
larger

Some getting larger, 
some smaller

No change

Generally  
getting smaller

All retailers

 
 

 

 

Retailers 
increasing 

number of stores

 

 

18%

25%

37%

26%

41%

17%

20% 16%
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State by state view

WA SA and NT QLD NSW and ACT VIC and TAS

Forecast business conditions over the next 12 months

H2 2017 H1 2018 H2 2017 H1 2018 H2 2017 H1 2018 H2 2017 H1 2018 H2 2017 H1 2018

Improve 33% 56% 25% 36% 39% 42% 27% 42% 35% 38%

Stay the same 55%         37%         53%         36%         46%         39%         49%         42%         49%         48%        

Decline 12%         7%         22%         28%         15%         19%         24% 16%         16%         14%        

Importance of differentiation as part of the retail strategy

Very important 41% 47% 46% 44% 41%

Somewhat 
important 32% 40% 40% 43% 48%

Not important 27% 13% 14% 13% 11%

How differentiated is your business compared to your competitors?

Very 
differentiated 15% 21% 15% 24% 21%

Somewhat 
differentiated 51% 60% 60% 57% 62%

Not 
differentiated 34% 19% 25% 19% 17%

CommBank Retail Insights
Edition 6
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Daring to be different
A competitive advantage
Differentiation is crucial for retailers seeking to maintain their relevance with customers – but are  
retailers too cautious when it comes to setting themselves apart from their competitors?

CommBank Retail Insights
Edition 6
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Why it pays  
to be different
In today’s intensely competitive retail market, where consumers have more options than 
ever before, retailers need to successfully differentiate themselves from their competitors 
to remain relevant.

It’s clear that retailers understand the importance of differentiation, with 86% of 
respondents saying that differentiation is either very or somewhat important. But despite 
this, only one in five retailers claim they are very differentiated from their competitors. 
The majority of retailers (59%) feel they are somewhat differentiated, while 20% admit 
they’re not differentiated at all.

Regardless of the way in which retailers are differentiating themselves, our research 
reveals a strong correlation between the level of differentiation shown by retailers and 
their growth expectations. Retailers that claim they are very differentiated are most likely 
to expect significant revenue growth for the year ahead, with 55% anticipating growth of 
6% or more. The inverse is also true, with over a third of retailers who aren’t differentiated 
expecting no growth, or a decline in revenue, over the coming year.   

Level of differentiation and growth expectations

  Significant growth  
(6+% growth)

  Some growth  
(1-5% growth)

Very differentiated

Somewhat 
differentiated

Not differentiated

55% 31% 14%

24%

38%

32%44%

28% 34%

  No growth  
(0% growth or decline)

CommBank Retail Insights
Edition 6
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What consumers 
think
While retailers may feel they are significantly different to their competitors, these points 
of difference are not always obvious to consumers. 

Our research shows there is a gap between retailers’ and consumers’ perceptions when it 
comes to differentiation. When rating themselves on differentiation, 80% of retailers feel 
they are very or somewhat differentiated. However, only 52% of consumers feel the same 
way.

Delving deeper into the different retail categories, the disparity is most pronounced for 
food and liquor retailers. While 19% of retailers feel they are very differentiated, only 
5% of consumers agree. And 61% of consumers feel food and liquor retailers aren’t 
differentiated at all (compared to 23% of food and liquor retailers). Likewise, only 5% of 
consumers feel that homewares and hardware stores are very differentiated (compared 
to 26% of homewares and hardware retailers) and one in two consumers feel there is no 
differentiation at all in this retail category (compared to 18% of homewares and hardware 
retailers). These differences suggest that many consumers find retailers across categories 
to be generic, so these retailers need to do more to demonstrate a competitive 
advantage and stand out in consumers’ minds. 

“ A retailer’s unique point of view must be apparent to the 
customer and be felt sufficiently strongly to influence their 
decision on where to shop. This research suggests that 
retailers need to be more sensitive to the way their customers 
perceive their efforts to differentiate themselves.”
Jerry Macey, National Manager, Retail Industry, Business and Private Banking  
Commonwealth Bank of Australia

Retailers’ view on retail differentiation

 Somewhat differentiated

Food and liquor

Clothing  
and footwear

Homewares  
and hardware

 Not differentiated

Consumers’ view on retail differentiation

CommBank Retail Insights
Edition 6

Other retail

19% 58% 23%

16% 66% 18%

26% 56% 18%

20% 57% 23%

Food and liquor

Clothing  
and footwear

Homewares  
and hardware

Other retail

5% 35% 61%

11% 55% 34%

5% 43% 52%

12% 42% 46%

 Very differentiated 

 Somewhat differentiated  Not differentiated Very differentiated 
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Differentiation:  
Be interesting  
or nothing at all
Danny Lattouf of Y&R ANZ shares his unique perspective on differentiation.

When it comes to differentiation in retail, it’s often confused as a new proposition – or a 
revolutionarily concept. However, it has long been a key business pillar in retail history. 
Yet today’s consumers often do not discriminate between experiences – to me, this is 
what has changed in retail, and is the challenge for retailers. 

Consumers now expect every experience to be a great one – whether it’s boarding an 
aircraft, buying an indulgent ice cream, catching an Uber or trying on a pair of jeans. Of 
course a “great experience” is subjective and each individual has their own measure, but 
if a retailer isn’t building a proposition with original products, they’d better be delivering 
an experience in a highly differentiated way. Ideally they’re delivering on both fronts.

I believe that in developing true differentiation – that’s relevant to the right audience – 
you need to be incredibly close to your customer. It’s pivotal that you understand what 
they care about, what they need, and address those things as an absolute priority. For one 
retailer or category, this might be value, for another it might be simply the availability of 
product, for another, range, and another it could be elaborate interactivity for trial in-
store. I believe that it’s about going further than “customer obsession” or centricity, I call 
it The Empathy Priority.

In addition, retailers need to see shoppers and customers as a broader consumer. For 
example, a consumer who now compares their banking experience with that of any other 
experience in their lives. It’s no longer just about comparing apples with apples – or 
banks with banks. This means retailers need to look beyond their traditional competitors 
and identify what their customer identifies with as the best possible retailing experience. 

This is a new benchmark and the competitive landscape for true differentiation, and 
will ultimately determine who is successful. So unless you are different, distinctive and 
unique – you’re in danger of sitting in the middle of the road which is the realm of retail 
redundancy. Be interesting, or be nothing at all.

CommBank Retail Insights
Edition 6

Danny Lattouf, Regional Head of Retail, Y&R ANZ
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From a physical store perspective, I love the saying 
that form follows fiction, where storytelling drives the 
narrative for the function and as such, a beautifully 
narrated, designed experience is born. Consumers are 
being presented with lovely, grand gestures from lots of 
different Australian retail brands (for example in Sydney 
alone, Wonderland by MYER, Supercheap Auto’s Penrith 
Superstore, the recently launched General Pants Co. 
Parramatta Experience Store and the largely unknown 
Ultra Football in Alexandria). However, for me, when it 
comes to experience on these grand retail stages, the 
most important thing is the OpEx budget to sustain 
ongoing extensions and re-inventions, as opposed to 
the initial strategy and CapEx. Whilst of course one 
cannot exist without the other, investing in dynamic and 
culturally engaging experiences over time will be the key 
to long-term success.

From an overall brand perspective, it’s remembering 
that there is no silver bullet to success in retail. The best 
experiences are delivered by having multiple layers, 
and nuanced elements that come together – to deliver 
differentiated and successful retail propositions.

When we pair the findings in this report this with the 
data in Y&R’s BAV1 – the world’s largest and longest 
running brand study – it advises us that there are up  
to six attributes that deliver differentiation. 

A brand must be different, distinctive and unique. Being 
different is most commonly associated with a physical, 
tangible point of differentiation. Whilst being distinctive 
is highly reflective of a brand’s personality and character. 
And being unique is something that we, as consumers, 
usually can’t quite put our finger on. It’s almost an 
aura and very often stemming from a strong sense of 
purpose behind a brand.

A brand must also be energetic, dynamic and innovative. 
These latter three brand attributes provide us with a 
window into a brand’s future growth value – they are 
about forward momentum and allow a brand to continue 
to differentiate as their competitive marketplace and 
customer evolves over time. And whilst future focused 
from a brand growth perspective, they will add intangible 
value to today’s balance sheet.

Danny Lattouf 
Regional Head of Retail, Y&R ANZ

CommBank Retail Insights
Edition 6

1  Y&R’s Brand Asset Valuator (BAV) is the world’s largest database and model on brands. The model is developmental and identifies clear patterns and trends that reflect brand growth,  
decay and recovery. BAV measures brand health and imagery dimensions that influence consideration, trial, loyalty, pricing power, and ultimately, future financial performance. It is the  
most extensive, 25 year, brand study in Australia. 1st International BAV study was launched in 1993. There have been 13 Studies conducted that include Australia, with 2016 numbers 
reflecting 6600 respondents, 1500 brands across 121 categories.

11



CommBank Retail Insights
Edition 6

What consumers want
The differentiation pyramid
We identified four broad themes that influence consumers to choose one retailer over another:  
functionality, efficiency, scale and personalisation.
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How consumers 
choose retailers

Factors influencing consumer shopping behaviour

CommBank Retail Insights
Edition 6

We wanted to understand more about which factors influence consumers’ shopping 
behaviour and encourage them to choose one retailer over another. Our research asked 
consumers to indicate the degree to which various factors would make a difference 
to them when choosing a retailer across a range of retail categories. We then ranked 
these factors based on the proportion of consumers who indicated that the factor would 
‘definitely make a difference’ to their decision and grouped them in a pyramid. The 
number of consumers considering a factor ‘definitely makes a difference’ decreases as we 
move up the pyramid. 

We uncovered four broad themes from which we were able to create a differentiation 
pyramid:

1. Functionality. Seen by many as core requirements of retailing, functionality needs 
include conveniently located stores, low prices, quality products and knowledgeable 
staff. These factors are most often cited as reasons to select one retailer over another.  

2. Efficiency. Consumers also tend to choose retailers that make the shopping 
experience quick and easy. This can include offering a wide range of brands, easy 
payment systems, and favourable delivery and return policies. However,  
consumers’ need for efficiency varies by retail category, and according to the 
consumer's generation. 

3. Scale. While functionality and efficiency are on top of the consumer’s lists when 
choosing a retailer, some consumers are also attracted to retailers with a substantial 
network, an appealing loyalty or rewards program, and a positive brand reputation 
with a purpose that is relevant to them.

4. Personalisation. Consumers can have an emotional connection to certain retailers 
based on the services and experiences they receive in-store, the niche products on 
offer and marketing campaigns that keep them informed about prices, availability  
of brands, and products and promotions.

Personalisation

Scale

Efficiency

Functionality
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Creating 
value through 
differentiation Extent to which factors influence consumers’ choice of retailer

CommBank Retail Insights
Edition 6

By examining which factors consumers look for when choosing one retailer over another, 
and the extent to which these factors would influence their decision, we can reveal the 
most suitable points of differentiation for retail businesses.

The functionality needs at the base of the pyramid are factors that make a difference to 
the majority of consumers when choosing which retailer to shop at. Our research reveals 
that 68% of consumers would buy from one retailer over another due to the location of 
stores, 65% for low prices, 60% for knowledgeable staff and 58% for product quality and 
design. However, not everyone can have the lowest prices or the best location. Being 
competitive but not the best may be enough, but retailers that fall short in one of these 
areas are unlikely to be successful. As such, retailers that can differentiate from their 
competitors based on these factors are likely to reap significant rewards, but this is not 
easy to achieve.

Higher up the pyramid, many consumers favour retailers that are convenient and easy to 
deal with. Fifty-five percent of consumers value integrated inventory systems that allow 
staff to look up stock availability across their store network. When purchasing a product, 
55% of consumers value a quick and easy check-out process with a range of payment 
options. And 55% of consumers also want highly convenient delivery and returns systems 
and policies. Retailers that have a clear understanding of how their target market 
shops can ensure a seamless shopping experience for their customers and drive repeat 
business.

Scale and personalisation factors sit at the top of the pyramid because fewer customers 
said that these factors would definitely make a difference to them when choosing one 
retailer over another. However, these factors present unique opportunities for retailers 
to create value through differentiation by engaging with customers and building a 
long-term relationship. Some consumers value scale factors such as loyalty or rewards 
programs (42%) and an extensive retail network (31%), as well as personalisation factors 
that can evoke an emotional connection, such as offering niche products (28%) or 
exceptional in-store services (26%). 

Successful retailers do not differentiate themselves across all factors – instead they pick 
and choose the factors that best align with their retail sector’s characteristics and their 
target market’s needs and expectations across all four themes.

 Scale Personalisation  Functionality Efficiency

Ongoing marketing campaigns (25%) 
In-store services (26%) 

In-store design and ambiance (27%)  
Niche/boutique products (28%)

Size of retail network (31%) 
Wide range of product lines (34%)

Seamless channel integration (43%) 
Website design  

and functionality (44%) 
Wide range of brands (46%) 

Integration of inventory  
systems (55%)

Low prices  
(65%) 

Store locations  
(68%)

Social purposes (14%) 
In-store experiences (16%) 

E-commence with social elements (17%)  
Merchandising (19%) 

Own-branded products (19%)

Product quality/ 
design (58%) 

Knowledgeable  
staff (60%)

Sales and promotion (48%) 
Customer service (50%) 

Delivery and returns (55%) 
Efficient and easy  

checkout/payments (55%)

 
Loyalty/rewards programs (42%) 

Brand purpose and reputation (42%)

14



Differentiation strategies
Choosing your priorities
Within each retail category there are plenty of opportunities to stand out from  
the crowd – the challenge lies in choosing which differentiation factors to focus on.

CommBank Retail Insights
Edition 6
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Food & Liquor Grocery retailers

CommBank Retail Insights
Edition 6

To help retailers identify opportunities for differentiation, we looked at the top factors 
that influence how consumers choose retailers in each sub-sector. This allowed us to 
compare the value consumers place on individual factors within the four differentiation 
themes. 

The sub-sectors within the Food & Liquor retail sector are grocery and liquor retailers. 
On page 9, we saw that the retailers in this sector are considered the least differentiated 
by consumers. The majority of consumers feel that grocery and liquor retailers aren’t 
differentiated at all (61% for each sub-sector). This presents a strong opportunity for 
retailers to make changes that will help them to stand out in consumers’ minds. 

Our research reveals there are significant differences between the factors most likely  
to influence grocery shoppers and those buying liquor.

When choosing a grocery retailer, consumers are understandably influenced by 
functionality and efficiency factors (such as location of stores, low prices and an 
easy check-out process), but most of the opportunities for differentiation lie in the 
personalisation factors that influence this retail sub-sector more than others. These 
include in-store services, in-store design and ambiance, and merchandising. Having a 
well-defined social purpose at the core of the retailer’s business is also a strong influencer 
for this sub-sector – relative to most other sub-sectors. 

For the liquor sub-sector, consumers are most influenced by functionality and efficiency 
factors – such as low prices and easy check-out or payment options. This may be due to 
the large amount of competition in this sub-sector and the ease of online comparison 
for products and brands. Loyalty and rewards programs and merchandising can also 
influence a consumer to choose one liquor retailer over another. 

Liquor retailers

Social purpose 
Merchandising 

In-stores services 
In-store design and ambiance

Loyalty or rewards programs

Easy check-out/payment options 
Integration of inventory systems

Knowledgeable staff 
Low prices  

Location of stores

 Scale Personalisation  Functionality Efficiency

Merchandising

 
Loyalty or rewards programs

Sales and promotions
Easy check-out/payment options 

 
Low prices  

Location of stores

 Scale Personalisation  Functionality Efficiency
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Clothing  
& Footwear
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There are significant differences between what influences consumers when choosing  
a Clothing & Footwear retailer depending on which sub-sector a retailer falls into:  
high-end fashion, mid-range fashion or value fashion. The perceived level of 
differentiation also varies significantly between retail sub-sectors. Overall, only 11% of 
consumers feel retailers within the Clothing & Footwear sector are very differentiated. 
However, if we compare the sub-sectors we can see that nearly a third of consumers 
(32%) feel that high-end fashion retailers are very differentiated – but only 7% say the 
same of mid-range fashion retailers and 6% of value fashion retailers. 

Within the high-end fashion sub-sector, personalisation factors have a much larger 
influence on consumers when it comes to choosing one retailer over another, compared 
to mid-range and value fashion retailers. Consumers shopping for high-end fashion 
are likely to be influenced by factors such as niche and boutique products, ongoing 
marketing campaigns and in-store services. Brand purpose and reputation also makes a 
difference to consumers.

Consumers shopping for mid-range or value fashion are more likely to be influenced 
by efficiency factors, such as seamless channel integration and sales and promotions. 
Consumers shopping for mid-range fashion are also influenced by customer service, 
while consumers shopping for value fashion are influenced by website design and 
functionality. Low prices also influence consumers for these two sub-sectors.

For mid-range fashion retailers, consumers value being able to interact with the retailer 
through social media – including viewing and providing reviews. This did not influence 
consumers to the same extent when shopping for high-end or value fashion. 

Delivery and returns, product quality and design, and location of stores have a significant 
influence on consumers’ decision-making processes for every type of retailer in this 
sector, regardless of whether the retailer is categorised as high-end, mid-range or  
value fashion.

High-end fashion retailers

 Scale Personalisation  Functionality Efficiency

Own branded products 
Ongoing marketing campaigns 

In-store services 
In-store design and ambiance 

Niche/boutique products

Brand purpose and reputation

Delivery and returns 
Integration of inventory systems

 
Product quality/design 

Location of stores
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Mid-range fashion retailers

 
E-commerce with social elements 

Own-branded products

Loyalty or rewards programs

Seamless channel integration 
Sales and promotions 

Customer service 
Delivery and returns

Product quality/design 
Knowledgeable staff 

Low prices 
Location of stores

Ongoing marketing campaigns

Wide range of product lines

Seamless channel integration 
Website design and functionality 

Sales and promotions 
Delivery and returns 

Easy check-out/payment options

Product quality and design 
Low prices  

Location of stores

Value fashion retailers

 Scale Personalisation  Functionality Efficiency

 Scale Personalisation  Functionality Efficiency
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Homewares  
& Hardware
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After the Food & Liquor sector, Homewares & Hardware is seen by consumers as the least 
differentiated retail sector. This is true for all three sub-sectors (homewares, hardware  
and household appliances), with 62% of consumers saying there is no differentiation 
between household appliance retailers, followed by 53% of hardware retailers and 41%  
of homewares retailers.

Functionality and efficiency factors dominate the consumer differentiation pyramid for 
what influences consumers most when choosing a Homewares & Hardware retailer. 
Across all three sub-sectors, consumers value retailers that offer a high-quality product, 
knowledgeable staff, good location of stores, a wide range of brands and superior 
customer service. However, there are some differences between the sub-sectors that are 
worth examining.

When shopping for homewares, consumers are influenced by retailer personalisation 
factors such as in-store design and ambiance and in-store experiences.

For the hardware sub-sector, consumers will choose a retailer based on the size of 
their retail network and integrated inventory systems. They are also influenced by 
merchandising.

And when consumers are shopping for household appliances, a retailer’s delivery  
and returns policy can influence their decision, as can the in-store services on offer.

A retailer’s brand purpose and reputation can also play a big part in influencing 
consumers when shopping for either hardware or household appliances.

Homewares retailers

 Scale Personalisation  Functionality Efficiency

In-store experiences 
In-store design and ambiance

Wide range of product lines

Wide range of brands 
Customer service 

Easy check-out/payment systems

Product quality and design 
Knowledgeable staff 

Low prices 
Location of stores
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Hardware retailers

Merchandising

Size of retail network 
Brand purpose and reputation

Wide range of brands 
Customer service 

Easy check-out/payment options 
Integration of inventory systems

Product quality and design 
Knowledgeable staff 

Location of stores

In-store services

Wide range of product lines 
Brand purpose and reputation

Wide range of brands 
Customer service 

Delivery and returns

Product quality and design 
Knowledgable staff 

Low prices  
Location of stores

Household appliances retailers

 Scale Personalisation  Functionality Efficiency

 Scale Personalisation  Functionality Efficiency
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Other Retail
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Edition 6

The Other Retail sector covers a diverse range of sub-sectors, including health and 
beauty; motor parts and accessories; recreation and leisure goods; books, gaming, media 
and music; and consumer electronics and computers.

Consumers feel that the motor parts and accessories, and books, gaming, media and 
music retailers are the most differentiated retailers in the Other Retail sub-sector, with 
16% of consumers saying that retailers in these sub-categories are very differentiated 
(compared to 7% of health and beauty retailers). There are notable opportunities for 
differentiation within each area of the Other Retail sector.

Personalisation factors are more influential for both health and beauty, and recreation 
and leisure goods retailers. Consumers shopping for these products and services value 
ongoing marketing campaigns and favour retailers with a social purpose that aligns to 
the consumer’s own beliefs. Consumers are also influenced by merchandising for health 
and beauty retailers, and by niche or boutique products for recreation and leisure good 
retailers.

When shopping for motor parts and accessories, consumers value scale factors such as 
retailers that offer a wide range of product lines and a loyalty or rewards program.

Efficiency factors that offer convenience are influential for consumers when it comes to 
consumer electronics and computer retailers, as well as books, gaming, media and music 
retailers. Delivery and returns, seamless channel integration and website design and 
functionality can all encourage a consumer to choose one retailer over another in these 
sub-sectors. Brand can also play a part – a retailer’s brand purpose and reputation can 
influence consumers shopping in each of these sub-sectors, while consumers purchasing 
books, games, media or music favour retailers that offer a wide range of brands. 

Across all Other Retail sub-sectors, the functionality factors of knowledgeable staff 
and conveniently located stores are valued highly by consumers. Low prices can also 
encourage a consumer to choose a certain retailer over another for all sub-sectors except 
recreation and leisure good retailers. 

Health and beauty retailers

 Scale Personalisation  Functionality Efficiency

Social purpose 
Merchandising 

Ongoing marketing campaigns 
In-store services

Loyalty or rewards programs

Delivery and returns 
Integration of inventory systems

 
Knowledgeable staff 

Low prices 
Location of stores
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Motor parts and accessories retailers

Recreation and leisure goods retailers

In-store experiences 
Ongoing marketing campaigns

Wide range of product lines 
Loyalty or rewards programs 

Brand purpose and reputation

Wide range of brands 
Integration of inventory systems

Product quality and design 
Knowledgeable staff 

Low prices 
Location of stores

Social purpose 
E-commerce with social elements 

Own-branded products 
Ongoing marketing campaigns 

Niche/boutique products

Seamless channel integration 
Website design and functionality 

Customer service 
Delivery and returns

Product quality and design 
Knowledgable staff 

Location of stores

Consumer electronics and computers retailers

 Scale Personalisation  Functionality Efficiency

CommBank Retail Insights
Edition 6

 Personalisation  Functionality Efficiency

Own branded products

Brand purpose and reputation

Website design and functionality 
Wide range of brands 

Delivery and returns 
Integration of inventory systems

 
Knowledgeable staff 

Low prices 
Location of stores

In-store experiences

Seamless channel integration 
Website design and functionality 

Delivery and returns 
Easy check-out/payment options

Product quality and design 
Knowledgable staff 

Low prices 
Location of stores

Books, gaming, media and music retailers

 Scale Personalisation  Functionality Efficiency

Brand purpose and reputation

 Scale Personalisation  Functionality Efficiency
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Differentiation by generation
Different strokes?
While Boomers want to receive great customer service in-store and Gen X favours convenience  
and efficiency, Gen Z and Gen Y value brands they can connect with emotionally.

CommBank Retail Insights
Edition 6
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How different 
generations  
choose retailers Factors influencing consumer choice by generation

CommBank Retail Insights
Edition 6

A consumer’s age and the generation they were born into can make a big difference 
when it comes to how they select one retailer over another. While functionality and 
efficiency factors are key across all generations, our research reveals differences in the 
way consumers shop and the extent to which they are influenced by certain factors. 
These attributes are worth keeping in mind when choosing the most suitable factors to 
focus on in order to differentiate a retail business.

Older generations – Baby Boomers and Pre-Boomers – are more likely to be influenced 
by good customer service. They want to interact with highly knowledgeable and skilled 
staff who can give them the information they need, such as stock availability and delivery 
options. They also favour retailers that offer a wide range of brands. These generations 
tend to focus less on personalisation and scale factors compared to younger consumers. 

Scale and efficiency factors are especially important to Gen X. As this generation tends 
to be time poor, consumers value efficiency that will support a quick and easy purchasing 
experience, whether in-store or online. Website design and functionality will influence 
these consumers, as will enticing sales and promotions, an appealing rewards program 
and a wide range of product lines.

The younger generations (Gen Y and Gen Z) are influenced by all aspects of 
differentiation to varying degrees. Notably, these generations place a higher value 
on personalisation factors than Gen X, Baby Boomers and Pre-Boomers. They favour 
retailers that offer an attractive and inspirational in-store design and ambiance, as well 
as retailers selling niche or boutique products. Gen Z consumers are also influenced by 
merchandising and the ability to interact with retailers through social media. Focusing on 
these personalisation factors can provide retailers with a great opportunity to enhance 
relevance with these generations. 

Low prices and conveniently located stores appeal to all consumers, regardless of their 
generation.

These results are in line with our previous edition of Retail Insights, which found 
that younger generations are more attracted by in-store experiences and emotional 
connections to brands, while older generations are driven by a better customer 
experience.

 Scale Personalisation  Functionality Efficiency

Gen Y 
Gen Z

Gen X 
Gen Y 

Gen Z

Gen X 
Gen Y 

Gen Z

Gen X 
Gen Y 

Gen Z

Baby Boomers 
Pre-Boomers

Baby Boomers 
Pre-Boomers

Generation Z: 16-23 years 
Generation Y: 24-36 years 
Generation X: 37-52 years 

Baby Boomers: 53-71 years 
Pre-Boomers: 72+ years
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Mind the gap
A difference in priorities
While consumers and retailers agree on the importance of differentiation, there are  
gaps between their priorities when it comes to enhancing the retail experience.

CommBank Retail Insights
Edition 6

25



What matters most 
for differentiation?

CommBank Retail Insights
Edition 6

Both retailers and consumers have clear ideas about the factors most likely to make 
retailers stand out from the crowd. However, these factors aren’t always the same.

By comparing the areas where retailers consider themselves strongly differentiated to the 
areas where differentiation would influence a consumer’s choice of retailer, we can see 
there are significant differences in priorities.

Above anything else, consumers place the greatest emphasis on the location of stores (#1 
ranking). Retailers, however, have chosen to differentiate themselves by customer service 
(#1), knowledgeable staff (#2), offering a wide range of brands (#3) and product quality 
and design (#4) before the location of stores (#5). 

Retailers also prioritise personalisation factors higher than consumers – providing own-
branded products is the sixth most common area of differentiation for retailers (#21 for 
factors influencing consumers) and merchandising is the twelfth (#22 for consumers). 
This is likely to be indicative of the retail sector’s recent focus on tailoring brands and 
services to appeal to Gen Y consumers. 

Consumers place a higher emphasis on efficiency factors than retailers. They rank 
integration of inventory systems across physical and online stores as the fifth most 
likely factor to influence their choice of retailer (#23 area of differentiation for retailers), 
followed by efficient check-out and payment systems (#6 for consumers and #16 for 
retailers) and easy delivery and returns (#7 for consumers and #11 for retailers). Retailers 
may be able to differentiate their business in these efficiency areas to align more closely 
with their customers’ preferences. 

Our research shows that most retailers that consider themselves very differentiated from 
their competitors have identified the factors most pertinent to their customers across all 
four themes and centred their differentiation strategies around them. This has allowed 
them to meet their customers’ needs while simultaneously setting themselves apart in 
the industry. Less differentiated retailers have a narrower focus, choosing to concentrate 
on two or three themes rather than all four.

“ Consumers are giving retailers a clear message that they 
want them to focus more on providing a strong omni-channel 
experience.”
Jerry Macey, National Manager, Retail Industry, Business and Private Banking 
Commonwealth Bank of Australia

Consumer and retailer priorities

Retailers’ focus based on level of differentiation

 Scale Personalisation  Functionality Efficiency

Less differentiated 

Very differentiated 

Somewhat 
differentiated 

Top 10 areas where differentiation 
would influence a consumer’s choice  
of retailer

Top 10 areas where retailers consider 
themselves strongly differentiated

1. Location of stores
2. Low prices
3. Knowledgeable/skilled staff
4. Product quality and design
5. Integration of inventory systems
6. Easy check-out/payment
7. Delivery and returns
8. Customer service
9. Sales and promotions
10. Wide range of brands

1. Customer service
2. Knowledgeable/skilled staff
3. Wide range of brands
4. Product quality and design
5. Location of stores
6. Own-branded products
7. Low prices
8. Brand purpose and reputation
9. Sales and promotions
10. Niche/boutique products
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Case study: Achieving 
local differentiation  
at scale
PETstock
Since opening its first Ballarat store in 2002, family-owned PETStock has expanded to 
become Australia’s largest omni-channel pet retailer, employing more than 1800 people 
across its 147 stores in Australia and New Zealand. 

While PETstock has grown its store footprint rapidly in recent years, the Young family 
remain committed to maintaining a healthy balance between embedding its presence 
within local communities and leveraging its domestic and offshore network. 

For PETstock, it was the business’ roots in regional Victoria that remain a central part 
of their operations today, particularly when developing a point of difference around 
fundamental factors that consumers look for when deciding where to shop.

“One of the things we saw growing up in country towns is when you visited the 
supermarket, they would pack your groceries and take it to your car. A service station 
would fill up your car”, explains David Young, PETstock’s Managing Director. “So when we 
started in business that’s how we operated.”

“We still to this day have a ‘shelf-to-car’ policy where we will carry customer items out to 
their car, not only providing an additional service but an opportunity for our staff to get 
to know the customers, know their names and also the names of their pets. If you can do 
that they’re not going to want to shop anywhere else.”

David also says product is a key area of focus and, like any retailer, PETstock wants to 
make sure there is a point of difference between the product on its shelves and those 
found on its competitors'. 

However, for PETstock, using customer data to understand where and what people are 
buying has enabled it to differentiate on product quality and range, and ensure niche 
products end up in the basket of their most frequent and loyal shoppers.

For example, when we acquired a Darwin store that stocked a high-quality bird feed 
unique to that store, our planning team introduced it to other stores and our customers 
went berserk.

CommBank Retail Insights
Edition 6
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When we looked at the data on the bird feed sales, 
it was only a small percentage of the individual store 
revenue, but overall, the average basket of purchases by 
those customers represented 17% of total store sales.

As a result, we contacted the supplier and asked how 
we could get their product out to 147 stores across two 
countries, and when they couldn’t achieve that scale, we 
acquired the business and now manufacture it ourselves.

Creating a personalised experience for consumers can 
provide a unique selling point, and David says that 
innovating and introducing new in-store services are 
crucial to improving their engagement with customers.

“We offer vet hospitals, pet washes, fish water testing, 
puppy school classes, and national dog adoption days, 
and the people who participate in those activities are 
more likely to be frequent shoppers,” David says.

“We are constantly looking at ways to do things 
differently within what we term ‘the four walls’ and 
consider all aspects of our customers’ pet needs to 
better personalise the experience and build longer  
term loyalty.”

To integrate often disparate services crucial for pet care, 
PETstock also operates 20 state-of-the-art vet hospitals 
across its store network that now sit alongside its  
retail offering. 

According to David, “The vet is often considered the 
serious part of pet ownership, but we want to encourage 
customers to use the vet as a preventative measure 
rather than being left with no choice.” 

“We have been working for a long time to understand 
how our vets will operate for the benefit of our 
customers. Now the vet is on one side of an L-shaped 
counter and the point of sale is on the other, so they’ve 
got no choice but to interact and help one another which 
improves the synergy of the businesses.”

After growing rapidly in recent years, PETstock has 
now slowed its rate of new store openings to focus on 
consolidating growth, further embedding a culture of 
customer service, ensuring that consumers can benefit 
from a range of in-store experiences and services, and 
focusing on a full omni-channel experience.

“While we expect to see growth in online sales continue, 
we will always focus on delivering new experiences as 
well as existing ones like being able to bring the kids in 
to watch the dog wash and grooming, or rolling out vet 
hospitals to another 35 locations, because that brings 
people back to our stores,” David added. 

CommBank Retail Insights
Edition 6
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Brand and channel strategies
Sector insights
Confidence and revenue expectations have improved across all four sectors,  
with many retailers expanding their product mix and platforms.

CommBank Retail Insights
Edition 6
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Food & Liquor

44%
expect conditions  

to improve

Outlook Forecast business conditions over the next 12 months

Confidence has risen for the Food & 
Liquor sector, with 44% of retailers 
expecting conditions to improve 
over the next 12 months and 42% 
expecting to see revenue growth of 
6% or more over the coming year 
– an increase of 9% from our last 
survey in July 2017. 

H2 2017

   34% improve 

   47% stay the same 

   19% decline

H1 2018

   44% improve 

   46% stay the same 

   10% decline

Channel strategy Planned change in store numbers Planned change in store footprint

Food & Liquor retailers are 
benefitting from the uplift in foot 
traffic, with 48% planning to increase 
the number of stores over the 
next 12 months, which is 4% more 
than the previous survey. Retailers 
are also concentrating on right-
sizing their store footprints to align 
with customer demographics and 
shopping behaviour for individual 
locations, with 39% saying some of 
their stores are getting larger while 
some are getting smaller. 

   increase 48%  

   no change 46%  

   decrease 6% 

Generally getting larger: 18%

Some larger, some smaller: 39%

No change: 28%

Generally getting smaller: 15%

Brand strategy Product mix

One third of Food & Liquor retailers 
sell a mix of their own branded 
products and other products, 
while 14% mainly sell their own 
branded products and 48% mainly 
sell products from other brands or 
suppliers. 

Mainly sell own branded products: 14%

Sell a mix of own branded and other company branded products: 38%

Mainly sell other company branded products: 48%

CommBank Retail Insights
Edition 6

Multichannel retailers generate 25% of sales by volume from online orders*

*Small sample size, indicative only.
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Clothing & Footwear 

49%
expect significant 

growth

Outlook Forecast business conditions over the next 12 months

Clothing & Footwear retailers are 
feeling much more optimistic than 
in our last survey, with 40% believing 
business conditions will improve over 
the next 12 months (compared to 
27% in July 2017) and 49% expecting 
significant growth (defined as growth 
of over 5%). 

H2 2017

   27% improve 

   52% stay the same 

   21% decline

H1 2018

   40% improve 

   38% stay the same 

   22% decline

Channel strategy Planned change in store numbers Planned change in store footprint

In line with their increased 
confidence and expected revenues, 
more than one in three Clothing 
& Footwear retailers are looking to 
increase their store numbers over the 
next year. Similarly, 30% of Clothing 
& Footwear retailers already have a 
flagship store and a further 6% are 
considering opening one in the near 
future.

   increase 38%  

   no change 46%  

   decrease 16% 

Generally getting larger: 16%

Some larger, some smaller: 29%

No change: 41%

Generally getting smaller: 14%

Brand strategy Product mix

Clothing & Footwear retailers are 
more likely than any other sector 
to sell their own branded products, 
with 34% selling their own brands 
exclusively and 21% selling a mix 
of their own brands and other 
companies’ brands.  

Mainly sell own branded products: 34%

Sell a mix of own branded and other company branded products: 21%

Mainly sell other company branded products: 45%

CommBank Retail Insights
Edition 6

Multichannel retailers generate 23% of sales by volume from online orders*
*Small sample size, indicative only.
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Homewares & Hardware

38%
are planning to increase 

store numbers in the 
next 12 months

Outlook Forecast business conditions over the next 12 months

Improving confidence among 
Homewares & Hardware retailers 
(up from 33% in July 2017 to 44% 
in February 2018) has been driven 
largely by increased foot traffic, with 
54% of retailers noticing an increase 
over the past year.  

H2 2017

   33% improve 

   51% stay the same 

   16% decline

H1 2018

   44% improve 

   44% stay the same 

   12% decline

Channel strategy Planned change in store numbers Planned change in store footprint

More than one in three Homewares 
& Hardware retailers are planning to 
increase their store numbers over the 
next year – a similar result to our last 
survey. A further 45% are increasing 
or right-sizing their individual store 
footprints. 

   increase 38%  

   no change 54%  

   decrease 8% 

Generally getting larger: 16%

Some larger, some smaller: 29%

No change: 34%

Generally getting smaller: 21%

Brand strategy Product mix

The majority of Homewares & 
Hardware retailers sell predominantly 
other company branded products 
(45%) or a mix of their own brand 
and other company branded 
products. Only 22% mainly sell their 
own branded products.  

Mainly sell own branded products: 22%

Sell a mix of own branded and other company branded products: 33%

Mainly sell other company branded products: 45%

CommBank Retail Insights
Edition 6

Multichannel retailers generate 22% of sales by volume from online orders*
*Small sample size, indicative only.
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Other Retail

34%
of sales by volume are 
generated from online 

orders

Outlook Forecast business conditions over the next 12 months

The Other Retail sector includes a 
range of categories highly dependent 
on discretionary consumption, 
including bookshops, music, 
entertainment and recreational 
goods. Confidence for these retailers 
is in line with other sectors, with 
38% anticipating improved business 
conditions in the year ahead – an 
increase of five percentage points 
from our last survey.

H2 2017

   33% improve 

   49% stay the same 

   18% decline

H1 2018

   38% improve 

   42% stay the same 

   20% decline

Channel strategy Planned change in store numbers Planned change in store footprint

At 39%, the Other Retail sector has 
the highest percentage of online 
sales for multichannel retailers across 
all retail categories. Accordingly, 
a smaller proportion of stores are 
planning to increase their store 
numbers over the next year (20%) 
and one in four businesses are 
planning to decrease their store 
footprints. 

   increase 20%  

   no change 68%  

   decrease 12% 

Generally getting larger: 21%

Some larger, some smaller: 13%

No change: 41%

Generally getting smaller: 25%

Brand strategy Product mix

This category has the highest 
proportion of retailers mainly selling 
other company branded products, 
with one in two retailers adopting 
this strategy. 

Mainly sell own branded products: 27%

Sell a mix of own branded and other company branded products: 20%

Mainly sell other company branded products: 53%

CommBank Retail Insights
Edition 6

Multichannel retailers generate 34% of sales by volume from online orders*
*Small sample size, indicative only.
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Talk to us
Visit commbank.com.au/retailinsights 
Call 13 19 98 to access Australian-based Business Banking Specialists around the clock.

Things you should know: This report is published solely for information purposes. As this report has been prepared without considering your objectives, financial situation or needs, you should before acting on the information in this report, consider its appropriateness to your circumstances and if 
necessary seek the appropriate professional advice. The information in this report is based on a survey of 500 decision-makers from small, medium and large retailers across Australia, with turnover ranging from less than $1 million to over $500 million, and from a survey of 1,314 consumers in February 
2018, carried out by ACA Research on behalf of the Commonwealth Bank. Any opinions, views of contributors, conclusions or recommendations are reasonably held or made, based on the information available at the time of this report’s compilation, but no representation or warranty, either expressed or 
implied, is made or provided as to the accuracy, reliability or completeness of any statement made in this report. Commonwealth Bank of Australia ABN 48 123 123 124.


