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Welcome to the IMRG UK Consumer Home Delivery Review — 2018/ 19, which is a landmark edition as the
tenth in the series. We survey over 1,000 UK households to benchmark current levels of customer
satisfaction and expectation regards online delivery. The review has become a vital tool to help retailers
shape their delivery proposition and anticipate future needs.

Over the past ten years this ‘deep-dive’ review has established a unique place in the field of e-commerce
consumer research, asking more than 50 questions consistently focussed about online fulfilment and
delivery. It not only provides a snapshot of the current position but offers this in the context of the
evolving landscape, with up to ten years trend data for most questions.

This year we have the additional
distinction of coinciding the research
with the Black Friday / Cyber Monday
sales period, where fulfilment and
delivery choices are front of mind for all
online shoppers.

This edition also brings us a new
sponsor and we are delighted to
welcome GFS - the enterprise carrier
management company — whose
involvement has allowed us to expand
the survey to reach 1,000 households,
representing over 2,000 adult
consumers.

"At GFS we understand the pressures
retailers face in trying to satisfy the
high expectations of the digital
customer. They demand choice,
convenience and a seamless shopping
experience — and this must be applied
equally to the delivery experience,
from checkout to doorstep (and back
again), anywhere in the world.”

Bobbie Ttooulis, Group Marketing
Director, GFS
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Over the life of the review we have been careful to retain the same
questions and maintain the same structure to the survey. This
allows us to develop consistent trend information as a foundation
for forward-looking insight. We can see how consumer
perceptions and behaviours have changed and how

expectations and future needs for online delivery are evolving.

To keep the survey current and relevant we make minor
changes to a few questions and add a small number of new

ones each year to ensure that we capture consumer opinion of o

more recent developments. Where appropriate, we have noted '6 ‘ ‘
any significant changes in methodology and context and the {

trend tables and charts show how long each question has been i <
included. v

Each section of the report picks up a theme and identifies the contributing survey questions, which have
been designed to provide different perspectives on the same area of interest. This helps produce the most
robust analysis.

The full survey results in chart format can be found in annex 1.

Where relevant we have also referenced appropriate parallel research from IMRG and other independent
sources to provide ever deeper and more objective insight.

Taking this approach, we believe we have created the most objective and comprehensive insight of UK
consumers’ views about online retail delivery.

We are once again grateful for the support and expertise of Voice of the Customer provider Maru/edr for
their research guidance and assistance.

edr

Delivery is the differentiator

The IMRG UK Consumer Home Delivery Review is the comprehensive research report, to not only track
changing consumer behaviour, but also uncover emerging delivery and fulfilment trends.

It's a key resource for retailers looking to differentiate in a busy and an ever-competitive marketplace.

Having benchmarked the digital retail landscape since 1999, at Maru/edr we understand the importance of
delivery. Our very latest digital customer experience insight demonstrates that a retailer’s online
experience is only as good as its weakest offline touchpoint.

Customers perceive delivery as a vital element of their digital experience — for many, it’s the final piece of
the puzzle. Retailers increasingly need think of the seamless end-to-end digital journey rather than
individual touchpoints. Delivery, collection and returns all play a vital role in delivering a digital experience
that boasts long-lasting loyalty.

In fact, Maru/edr supporting evidence shows that brands who have a complex returns process have a
much lower brand advocacy and customer loyalty rating than those that don't.



Delivery and returns aren't just hygiene factors. They provide an opportunity to set brands apart. It's why
results from this very latest report, along with our own supporting research, lead us to believe that we'll
continue to see couriers and retailers invest in delivery and collection innovations over the coming
months.

1 Time-based collections; retailers will further segment click and collect services with faster and
more tailored solutions for customers — something customers appear willing to pay a premium for

1 Location-based collections; pure-play retailers in particular will expand their networks utilising key
partnerships — including lockers, convenience store networks and supermarket chains — to shorten
the distance customers must travel and the lead time for collection

9 Store-based collections; store-based, personalised offers aimed specifically at relevant items
associated with orders will help turn footfall into sales revenue for some struggling high-street
brands

1 Convenient returns; expanding return methods and locations keeps customer in control of their
returns and automatically boosts online satisfaction rates, driving lifetime customer value

We're proud to have supported the IMRG UK Consumer Home Delivery Review for the past ten years and
look forward to measuring uptake, feedback and expectations on new delivery innovations in months and
years to come.



The IMRG UK Consumer Home Delivery Review 2018/19 presents a ten-year 'deep-dive’ view of the
developing expectations and perceptions of UK shoppers and tracks what is, overall, a very positive story
during that period.

Over the past ten years, many things have changed, and some things have stayed the same.

1 Home is still the preferred delivery location for most shoppers and most deliveries, but it is not
always the most expedient solution and sometimes other options are needed

9 Overall satisfaction with delivery has remained steady, despite service evolution because of the
parallel increase in consumer expectation, driven by digital technology and plenty of online
shopping experience

1 Cost of delivery remains a key influencer in the final purchase decision, but we see that it's lack of
delivery choice and convenience that loses the sale at the checkout.

Since the first review in 2008, delivery has moved on from being something of an afterthought; that thing
we did once the customer had decided what to buy and paid for it. Oh yes, we have to get it to them!

Now fulfilment and delivery has become an acquisition tool and loyalty driver and is even a loyalty lever,
with subscription schemes built on preferential delivery rates and service, to lock the customer in and drive
order size and frequency. It has become a source of competitive advantage.

Through the decade we have seen click & collect develop from being an interesting idea to become a
mainstream delivery channel, in part because it snowed heavily in 2010 and we could not get our
deliveries at home. However, we could get to the nearest convenience store, post office or high street.

From there retailers realised that this provided an opportunity to drive footfall and create upsell
opportunities and additional delivery capacity, and shoppers found they could start to specify exactly
when, where and how they received their orders — often without extra delivery cost.

Click & collect is an example of customers taking more control over their deliveries and central to this is an
increase in the value of information. Letting online shoppers see the delivery location options at the time
of purchase allows a fully informed purchase decision that includes the product and how to get it. The
choice of delivery location is now as important as delivery speed and price.

“We've seen a clear shift in how retailers and consumers approach delivery - it's no longer just a logistic
problem, but a marketing opportunity to use delivery as a lever to maximise sales conversion and the
overall purchase experience” - Bobbie Ttooulis, Group Marketing Director, GFS

And delivery information is at least as important once the order has been placed - confirming dispatch, the
delivery timeframe and status updates.

Pre-delivery alerts now advise the customer the day before delivery and on the day of delivery, when they
can expect to receive or can collect their parcel, and in many cases allows them to change this.

This positive experience means that most customers are prepared to engage and interact to ensure they
get their order when and where they want it and to avoid wasted delivery effort.



This means that although the recent trend has been to offer everything Fast and Free, we are already
moving beyond this to a world where each order is treated on its own merits.

"Many retailers make the common mistake of thinking ‘Fast and Free’is what's most important — but
what consumers really want is control and convenience, so they can determine how, when and where
they want to receive their parcel.” - Bobbie Ttooulis, Group Marketing Director, GFS.

1 /won’t be at home tomorrow so don't want a next day delivery
1 I'mina hurry for this but don't want to pay for delivery
1 It will be too big to carry on the bus, so | want a home delivery

So, shoppers are prepared to share their information and preferences to make sure that they get the
delivery they want. To specify the secure, dry and discreet safe place where their order can be left when
they are not home, or the nice neighbour who is happy to take a parcel rather than the one that won't, or
to tell us that they don't have a safe place or a neighbour and would rather collect the parcel from their
local parcel shop. They don't want to leave it for the delivery driver to have to guess.

The online delivery experience is not just about the initial delivery, but also about returns. What we have
learnt about these over the past ten years is that shoppers don't think we are doing well enough.

Satisfaction with returns lags well behind satisfaction with delivery, even though customers now tell us
that the returns policy and process have a direct influence on their purchase decisions.

As with delivery, they want information up front, as well as convenient options for handing over their
return. Once it's on its way they expect to be kept informed on its progress and when it has safely arrived,
because what they really want is peace of mind and their money back.

Looking ahead? We certainly must run to stand still as far as customers are concerned. Their digital
experience, when shopping and in other areas of their lives, directly influences their expectations of the
physical delivery element.

We can anticipate all sorts of innovations:

1 Keeping shoppers informed of the status of every delivery or click & collect order and building this
into their daily schedule

1 Autonomous delivery vehicles performing unmanned deliveries

1 Remote, geo-fenced safe place delivery confirmation confirming that a parcel has been left exactly
where specified — with pictures

However, what will continue to be core to all of this is the provision of appropriate choice of delivery
options — where, when and how much - with pre-order and post-dispatch information to allow the
customer to get exactly the delivery they want.



This report sheds light on the vital importance of giving consumers convenience by
offering greater choice and control of delivery.

It shows that delivery is at the forefront of the decision-
making process when the consumer ultimately makes their
decision to purchase, or not. This means delivery options, or
lack of, can have a direct influence on sales conversion and
cart abandonment rates.

"GFS customers are consistently
performing above industry
benchmarks when it comes to cart
abandonment rates — and that's down
to offering a superior choice of
Experience shows us that there is a direct correlation delivery options and delivery
between the breadth of delivery options offered at checkout experience.”

and cart abandonment rates. Bobbie Ttooulis, Group Marketing

The reason for this is that consumers are all different. The Director, GFS
delivery experience starts even before checkout, and a retailer
cannot second-guess what kind of delivery or return option
their customer wants or needs. By giving customers the choice, they can decide for themselves what suits
them the best, which not only ensures first-time delivery success but also a seamless and desirable
customer experience from checkout to doorstep — and this expectation applies equally to the returns
process.

What we see across the

industry, is that many online Titne ahdl offortto

businesses still offer manage multiple .~ 62%

customers a limited choice LIQ carriers

of delivery options. However, zZ

in our experience, it is not <_[

because they do not [0z o Time and ;osltofor

understand or do not want LIT) "'- AR new technology

to offer greater choice - but Z

it comes down to internal o)

constraints. Offering choice o Lack of buying

of delivery options means b L d power to 54%
. negotlate rates

more carriers to manage and P

more services to integrate
into eCommerce platforms Retailers want to offer greater choice of delivery options, but they are hampered by
internal constraints including the operational overhead of managing multiple carriers and

and despatch systems —in the complexity of technology integration

other words, more time,
cost and effort.



3. Overall perception, satisfaction and loyalty

This section examines how shoppers feel generally about online retail delivery. The analysis in this
section is supported by questions relating to UK delivery - 2, 3,4, 4.1, 5,6, 7,8, 10, 15, 16 and for
returns, 40 and 40.1.

Online shoppers’ perceptions and expectations about the delivery of their orders are driven by direct
experience but are also influenced externally, by the views of others and by the fast-changing digital world
around them.

Every day consumers are discovering new apps and finding new services that make life easier, offering new
opportunities and allowing a change in the way they approach their daily lives. Online shopping is no
exception, but it is sometimes harder for physical fulfilment and delivery to move at the same pace as the
digital side. The result is that customer expectations are evolving at least as fast as physical services are
innovating, so even when services and solutions improve, customer perception may appear to stand still.

This may contribute to the survey result showing an increase in concerns about delivery as barrier to
online shopping. Since 2015 we have seen a slight increase, but this year it is more pronounced.

Do delivery concerns ever prevent you from shopping online?

65%

mYes mNo
60%
55%
50%
45%
40%
35%
30%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 2
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In parallel, the overall satisfaction score for online delivery has dropped away this year, reinforced by the
perception for orders being delivered first time / on the expected day, falling from 88% in 2017 to just
below 85% this year'.

Overall, how satisfied are you and those in your household with the delivery of your
90% online shopping items?

85%

80%
75%
70%

65%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 3

Often perception and reality are not the same, but this fall in satisfaction does coincide with a fall in on-
time delivery performance that has been happening since early 2017. This has been driven by an increase
in the use of next day delivery services, which has put supply chains under more pressure and shortened
delivery time windows creating more delivery failure.

Express delivery and on-time delivery 2016 - 2018 comparison

96% 45%
94% 40%
——-2— 0 — 35%

92%
30%
90% 25%
88% 20%
86%
0
84% 50
0%
ep Oct Nov Dec

82%
Jan Feb Mar Apr May Jun Jul Aug S
mm On time delivery performance - all services 2016
e On time delivery performance - all services 2018

== Next day and specificed day delivery as a % of all UK dispatched orders 2016

Next day and specificed day delivery as a % of all UK dispatched orders 2018
Figure 4: Source — IMRG MetaPack Delivery Index

' Consistent with other countries — The IPC Cross Border Shopper Survey — 2017 reports that Eighty-five percent of
online consumers were satisfied and 57% were ‘extremely/very’ satisfied with their delivery experience

[ ]
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The main concern given for preventing online shopping is the fear of a missed delivery, and this makes
sense in the context of the above, because even though providing a next day delivery as the norm may
seem to offer a great level of service, if the customer has not asked for it and has had no time to plan for it,
itis likely they will miss it.

Why do delivery concerns sometimes prevent you and people in your household
from shopping online? Ranking order 2018

Order acceptance cut off time (i.e. Order before 2pm for delivery) - 10.10%
Delivery is limited to the cardholder's address [l 10.72%
Can't easily find delivery information [ 11.34%
Can'teasily find returns information [N 14.43%
The risk and possible inconvenience of having to return the order [ INNERN 22.27%
No convenient delivery option available [ N 29.07%
The risk that goods may not arrive on time [ NN N 3237%
Delivery timeslots are too vague [ NN 3237%
Delivery is too slow [N 37.32%
The additional cost of home delivery [N 39.18%
54.43%
Risk of failed delivery (due to no one at home to receive the item) [N

5% 15% 25% 35% 45% 55%

Figure 5

“What we often see is that the pressure of next day delivery can sometimes result in delivery failure and
customer loss. Offering a broader choice of delivery options helps spread the load so you can keep the
delivery promise to your customer and give them a much better customer experience all round.” -
Bobbie Ttooulis, Group Marketing Director, GFS

However, the problem is not necessarily that they come home to find a ‘sorry we missed you' card because
this is currently running at only 2.7% of all deliveries?. It may also be finding that the parcel has been left in
a place (or with a neighbour) that the customer does not consider suitable?.

2IMRG - MetaPack Delivery Index — ‘carded delivery’ rolling 12-month weighted average — proportion of all deliveries
that could not be made at the first attempt due to no-one at home to accept
*37% of consumers report having a delivery left in an insecure place while 20% have had it sent to the wrong address
- research commissioned by Sorted through OnePoll in 2017 — 2000 UK adults

11 Jorc 1mxq



To reinforce the point about delivery concerns, we can also look at cart abandonment for delivery related
reasons. Here too we find an increase (to 52% in 2018).

Have you or people in your household ever abandoned an online purchase at the
check-out stage specifically because of delivery concerns or issues?

m— Yes

s No

......... Linear (Yes
2018

Shoppers now include the delivery offer within the overall purchase decision, and the main reason for
delivery related cart abandonment is not the lack of free delivery but that the additional cost of delivery
made the whole purchase too expensive - yet even this reason is becoming less dominant (55%?.

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

z

0.0%

2014 2015 2016 2017

Figure 6

is?
80% Why was this?
m The delivery options offered were not convenient
tome
70%
m Delivery timeslots are too vague
60%

The additional cost of delivery made the overall
50% purchase too expensive

40% m There was no Free Delivery option
30% i . '
m | did not like the Returns policy (not long enough,
not free, no convenient returns method etc.)
20%
m Delivery is limited to the cardholder's address
10% I I I
u Other
» [ [ i I-
2015 2016 2017 2018
Figure 7

*Royal Mail Delivery Matters UK 2018 also reports that 40% of people in its survey abandon their cart because they
are not happy with the delivery charge

[ ]
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On the increase is the expectation of choice, and the ability to select a delivery option that is convenient
for each individual order and circumstance. Such is the power of delivery that it is being used to drive
customer loyalty, so we are seeing an increase in the awareness and subscription to loyalty schemes that
include delivery”,

Are you a subscriber to a delivery loyalty programme ?
80%

68.4% =Yes = No =Can'tremember

60% 52.25%
45.65%
40%
20%
1.9% 2.10%
0%
2017 2018
Figure 8

The evidence is that delivery is also successfully being used to get shoppers to also spend more:

1 76.6% of respondents confirmed that a free delivery offer over an order value threshold has
encouraged them to up the size of their orders (from 71% last year)

1 52.2% of respondents confirmed that a faster delivery offer over an order value threshold has
encouraged them to up the size of their orders (from 41% last year)

Finally, in this section we must consider the importance that shoppers place on the returns offer and their
current levels of satisfaction.

Consistently, over the past four years between two-thirds and three-quarters of shoppers have confirmed
that the quality and clarity of the returns offer is very important to them when deciding who to shop with.
But, as in previous years, satisfaction with returns shows retailers must do more to properly reflect this.

80% Overall, how happy are you with the returns services for online shopping parcels?
60%
40%
20% I
0%
2009 2011 2012 2013 2014 2015 2016
Figure 9

The following sections go on to explore all these perceptions, expectations and requirements in detail.

> Research by Royal Mail / Ipsos MORI confirms this trend - Membership of delivery subscription schemes (e.g. Amazon
Prime) continues to rise, suggesting the increased popularity of these goes beyond a Christmas boost. Almost three in
ten Brits (28%) now use a delivery subscription scheme, a rise compared to 20% in the quarter of April — June 2017.
Similar results were obtained in Royal Mail Delivery Matters UK 2018

13 | www.imrg.org ]mrg



This section takes a more detailed look at what motivates shoppers in respect of delivery. The
analysis in this section is supported by questions:

T Cost-3,4,4.1,194, 30, 34, 34.2, 49.1 and 49.2

1 Convenience — 3, 31, 32, 33, 34, 34.1, 41 and see sections 7 and 9
1 Speed - 31, 32 and 33 and see section 10

1 Black Friday — 9, 9.1 and 9.1.1

Online consumers are, of course, motivated by the cost of delivery, and we have already shown how the
UK’s sophisticated shoppers consider the overall cost of purchase (product and delivery) to be more
important than any standalone offer of free delivery — they are savvier than that.

This extends to consideration of delivery options and alternatives, and here we have evidence of the
evolution of consumer perception and behaviour.

When click & collect first emerged as a mainstream alternative, the majority (three-quarters) of shoppers
would not consider paying any sort of fee, considering that their effort in going to collect their order was
cost enough. However, over the past four years we have evidence of a shift in this position, with survey
respondents indicating that they may be prepared to pay something extra.

Up to how much extra would you be willing to pay for a click & collect service?

100%
b m£0

90% ]

80% £2

£3
70%
mf4

60%
m£5

50% m£6

40% m£7

30% m£8

H£9
20%

10% .

0%
2015 2016 2017 2018

£10

£10+

Figure 10

The survey results above show that although 100% of respondents would be happy with no additional
cost, an increasing and reasonable proportion would consider paying £1 extra. This also extends to the £2
mark (32% in 2018), but above that, potential demand falls away sharply.
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The change in this expectation is likely conditioned by the increased use of click & collect and the
acknowledgement that, in the right circumstances it is the most convenient or appropriate option and
worth an extra fee. In addition, the market is moving to change the perception that click & collect can be
provided at no extra cost:

9 Third-party parcel shops and parcel locker networks must generate revenue
9 In-store click & collect operations incur additional costs for retailers

An increasing number of leading retailers now make a small charge for in-store click & collect and many do
differentiate between in-store and third-party click & collect.

However, it is important to recognise that the amount some shoppers may pay is small. To put this in
context of the wider click & collect experience, this is further explored in section 9.

There are other delivery options that shoppers might be prepared to pay for, including time slot delivery.
Again, over the past five years an increasing proportion of respondents indicate that they might be
prepared to pay extra for the convenience of specifying when in the day their orders will arrive.

Would you be happy to pay for a delivery where you could specify the time slot?

60% mYes mNo
40%
20%
0%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Figure 11

But, as with click & collect, the sum is not high, and although three-quarters (76.5%) would pay between £ 1
- £2 extra, this drops sharply to 39% above that price.

The evidence suggests that for most delivery alternatives and options, a £2 premium is a natural threshold.

This would account for the fact that, although time slot delivery options are widely offered (as AM, PM,
Evening, Before-10, etc), they represent less than 1.5% of all UK dispatched volume® because most time slot
services currently apply a higher premium than this.

The other reason for low take-up is that the time windows are not yet specific enough. Most shoppers
consider a 2-hour time slot acceptable, but with existing delivery routing practices, this is hard to achieve
at a low premium.

Further analysis of premium delivery options is provided in section 10. Other things customers might be
prepared to pay a little more for are:

1 Information about their delivery — this is covered in section 8
1 Anenvironmentally friendly delivery — this is covered in section 16

¢ IMRG MetaPack Delivery Index

®
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Customers clearly appreciate fast delivery and the ease and speed at which orders can be made and
fulfilled is also a prime motivator for online consumers. However, it is not just the speed of delivery that
provides a convenient delivery experience. We showed earlier that providing a choice of delivery options is
increasingly important when getting shoppers through checkout.

But what do consumers mean by convenient? From the evidence provided by the survey it ideally means
allowing the customer to select the right place, the right day and a time (2-hour window), to include
evening delivery. When we ask the direct question, these options rank highly in the top ten responses.

What would make receiving deliveries more convenient - Top 10 options

Being able to choose a same day delivery within a given time
limit

Delivery to a 'safeplace’ | specify when ordering (shed / T

garage, secure box, neighbour, etc)

54.8%

Being able to add specific delivery instructions to your order 57.2%

An 'in transit' SMS or e mail giving the ability to change the
delivery day or location

Being able to choose an evening delivery option || NN R NINNEE 0.7

An 'in transit' SMS or e mail to advise when delivery can be
expected

59.3%

63.5%

Clear delivery information prior to ordering 63.5%

Being able to choose a specific delivery time siot | R A N G 7%
Being able to choose a specific delivery day | R NN <6 6%

Access to online order tracking 70.4%
0% 20% 40% 60% 80%

Figure 12

What is interesting is that how fast a delivery can be made does not seem to be a convenience-driver on
its own, with same day delivery only ranking at number 10. Although it is often thought customers want
same day delivery’, when costs are factored in demand drops®.

7 A study of 129 supply chain executives and 194 executives from leading global logistics providers from US and
European brands said that 23% of their customers ask for same day delivery — Localz / Eft — The Last Mile Retail Study
2018

& Within the UK same day delivery currently accounts for 0.02% of UK dispatched volume- IMRG MetaPack Delivery
Index

16 1



This goes to show that fast is not always best and sends an important message to retailers focussing on
next day delivery. The Localz and Eft study reports that they believe their customers’ priority for last mile
delivery is as follows:

What are your customers demanding from their last mile services?

Other N 8%
Specific delivery slot selection I 41%
Delivery options I 45%
Real time visibility I 51%
Delivery speed | —— 61%
Delivery flexibilty I 65%

0% 10% 20% 30% 40% 50% 60% 70%

Figure 13

Perhaps the provision of delivery slot selection and delivery options — choice — need to be given higher
priority as our research shows that a good proportion of shoppers are more frequently using these options
where they are available.

For some of these options, how often have you used the following?
(Often or Always)

Time Slot Delivery selected at the time or order
Evening Delivery selected at the time or order
Weekend Delivery selected at the time or order

Same Day Delivery selected at the time or order

An 'in transit' SMS or e mail to change the delivery
day or location

In Store 'Click and Collect' (delivery to the retailers
local store for you to collect)

A 3rd Party Click and Collect location as your
delivery address at time of order

m2018

The option to add specific delivery instructions to 2017
your order

22016

o
=S

10% 20% 30% 40% 50%
Figure 14

®
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What also motivates consumers to shop is the ability to place their orders at a convenient time, often late
in the day. Interestingly, the majority still do not expect a speedy next day delivery as standard.

Do you value a retailer that offers late When making a 'late’ order do you
order acceptance times expect next day delivery as standard

@90

= Yes = No = Yes = No

Figures 15& 16

Research by UPS? supports this, showing that in Europe only about 50% of shoppers expect to be able to
order up to 21:00 and still receive a next day delivery, dropping to 24% for same day delivery.

Expectation of order acceptance for Expectation of order acceptance for
next day delivery same day delivery
80% 70%
70% 60%
60% 50%
0,
20% 40%
0% 30%
30% ’
20% 20%
v 1 i - i
0% L 0%
us Asia Europe us Asia Europe
mBy 1200 m13:00-1600 m17:00-21:00 mBy 1200 m13:00-16:00 = 17:00-21:00

Figures 17 & 18

This may challenge how most retailers deal with these LAT (late acceptance time) orders, fulfilling and
dispatching them the same night, often for next day delivery.

LAT operations have a knock-on effect down the supply chain, holding back vehicles that cannot leave
until the last order is loaded or sending smaller back-up vehicles to collect and line-haul them.

The evidence here suggests that many LAT orders could be fulfilled the following day and that retailers
who do not differentiate between the genuinely urgent and non-urgent may be running their dispatch
operations later and under more pressure than they need to be.

2018 UPS Pulse of the Online Shopper™ Global Study, conducted by comScore

®
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It appears that the convenience value of making an order late in the day is as much about order receipt
and dispatch confirmation as it is about delivery.

Overall, we must conclude that shoppers want prompt delivery with the ability to choose where, when
and how it will arrive. Although same day and next day delivery will sometimes be the best option, what
the customer really wants is for the delivery promise to be met'®.

Convenience and speed also motivate shoppers when it comes to returns. The most important aspects of
a return offer (after free returns) are the ability to quickly and easily get the return on its way and the speed
of receipt confirmation and credit.

How important would the following aspects be in making a returns service more
convenient for you?

Confirmation that your return parcel has
been received

Access to tracking information to confirm
safe arrival of your return

A collection service where you don't have
to be there. Goods left in a 'safe place'

A collection service where you can
specify the collection time slot

A collection service when you have to be
there

Access to a convenient drop off location

m2018 = 2017 0% 20% 40% 60% 80%
Figure 19

Parallel research from ReBOUND'' shows that shoppers do like a range of options when making their
return:

1 Post Office - 73%

1 Parcel store - 47%

1 Retailer-61%

1 Locker-28%

1 Collection 62%

Yet their research suggests that not all retailers do not (22%) offer a choice of return channels.

19 ate delivery is not acceptable:

1 Nearly half (48%) of UK consumers are less likely to shop with you again if their product is delivered late — Sorted
/OnePoll

1 Well over half of respondents (57%) saying they would be reluctant to use a retailer again if their delivery did not
arrive on time — Survey of 300 US, German and UK retailers conducted by Logate — 2018

'"The Great Returns Race - ReBOUND, 2017
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Black Friday / Cyber Monday

A key time when shoppers are highly motivated to go online is in preparation for Christmas and, more
recently, over the Black Friday/Cyber Monday sales period, which can now extend for up to a week either
side of that weekend.

Our survey confirms what the market already knows: that more households do change their buying habits
to focus at least some of their shopping activity around this period.

Have you or anyone in your household made an online purchase specifically
as a result of a Black Friday discount?
60% 56.97%

= Yes

50%

40.7%

40% 352%

30%

20%

10%

0%
2016 2017 2018

Figure 20

When it comes to delivery, that behaviour changes: the majority (80%) are prepared to accept an extended
delivery time. However, for the remainder who could not or would not, three-quarters did not expect to
pay a premium to get their delivery as they normally would at any other time of year.

If Yes - Were you prepared to accept If No - Were you prepared to pay an
an extended delivery time? additional delivery premium to get
100% your purchase more quickly?
80% 100%
80%
60%
60%
40%
40%
20%
m 'm "R
0% 0%
2016 2017 2018 2016 2017 2018
Yes = No Yes = No

Figures 21 & 22
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5. Delivery destination and location

This section deals with where online shoppers like to have their deliveries made. The analysis in this
section is supported by questions 12, 13, 14, 14.1, 14.2, 14.3, and 22.

As with every previous year, our survey confirms that home-related deliveries remain most popular with UK
shoppers'.

Other (please specify)  0.10% Preferred delivery location 2018

A range of the other options M 2.69%

Alternative delivery location, (e.g convenience store, petrol
station, locker box)

Post Office (Local Collect’) mmmml 10.08%

. 10.08%

Work I 11.68%

To the retailers store ('Click & Collect’, 'Reserve & Collect'
etc)

Friend/Relative's house (including neighbour) IEEG—_GE— 12.28%

I 12.18%

Home — only order items that will fit through the letter box I 14.27%

Home - to a nominated 'safeplace’ (shed, porch, locked

I 15.57%
box etc.)

Home I /8.64%

0% 10% 20% 30% 40% 50% 60% 70% 80%
Figure 23

This preference prevails despite the increased availability of alternative location solutions and may be
influenced by an apparent gradual increase of people being able to be at home to receive deliveries.
80% : o . .
Is there normally someone at home to receive deliveries during normal working /

delivery hours?
60% s Yes

aw B No
s Some
20% days
......... Linear
0% (Yes)

2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 24

12 Confirmed by parallel research:
1 66% prefer home delivery to any other location — Royal Mail Delivery Matters UK 2018

1 Three-quarters (74%) of respondents had a parcel delivered to their home in the past year — IPC Cross-Border
Shopper Survey 2017

[ ]
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This will partly be a result of the changing data sample, but flexible working practices increasingly being
employed may be a contributing factor.

Although Home related delivery options have consistently been number one, the popularity of other
options has changed. Most notably, Work as a delivery destination has declined in use.

35% Where do you normally have items delivered? (Home options excluded)

30%
R
e S
<10 1P v 1 T
10%
5%
- I J - il

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

m \\/ork

mmmm Friend/Relative's house (including neighbour)

mmmm Post Office (‘Local Collect')

mmmmm Alternative delivery location, (e.g convenience store, petrol station, locker box)
mmmmm 7o the retailers store (‘Click & Collect', 'Reserve & Collect' etc.)

mmmm A range of the other options

mmmm Other (please specify)

--------- Linear (Work)

Figure 25
As online shopping has become more popular, so company mailrooms and goods inwards have been
inundated by these deliveries. Add to this security concerns and many companies have decided to ban the

practice.

In parallel, the availability of other ‘commuter friendly’ solutions have increased, including in-store click &
collect and third party click & collect points located on main transport routes.

We cover these in more detail in section 9.
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This section examines what happens when the delivery does not meet the customer’s expectations.
The analysis in this section is supported by questions 15, 16, 17 and 18.

Overall, most of our respondents believe that their parcels are delivered on-time and at the first attempt -
within the mid 80% range. This matches closely to the actual performance data we track through the IMRG
Delivery Index which gives a rolling weighted average of on-time/first-time delivery of 86.5%".

Yet, in a digitally-led industry we need to ask if mid 80% is good enough and if this is contributing to the
decline in satisfaction scores.

A customer considers a delivery to be a ‘failed delivery’ if it is not received within the period specified at
time of order. This may mean that it is simply late, or it may mean that delivery was attempted on time but
if it could not be accepted or safely left: the customer still does not have it when expected.

What is the most frequent reason deliveries are not successful on the first attempt?

60%
50.6%
50% 46.3% 46.0% 46.11%
40% 36.6% 3533%
30.3%
30%
24.3% 0
20.8% 21.9% 2315%) 360
20%
10% I
0%
2016 2017 2018
m No one is home to receive / item would not fit through the letter box / could not be left
m No one at home to receive / Signature required / could not be left
m Delivery didn't arrive as advised at time of order
Parcel delivered to the Post office / depot and had to be collected
Figure 26

This often results in a re-delivery or a customer collection and our 2018 respondents estimate that such a
collection involves a round trip average of 3.9 miles, taking an average of 35 minutes.

Even when a delivery is left with a neighbour or in a safe place, this may still constitute a failed delivery in
the eyes of the customer as we examine in section 8.

“In our experience consumers are much more accepting of a late delivery if this is communicated to
them in advance. This is why proactive communication as well as giving customers the means to track
the status of their delivery enables retailers to keep customers informed, manage expectations and
thereby avoid so-called failed deliveries’” - Bobbie Ttooulis, Group Marketing Director, GFS

'* January 2019 Index reporting December 2018 performance



7. Delivery information

This section examines the importance of delivery information and the increasing value placed on it
by consumers. The analysis in this section is supported by questions 3, 11, 19, 19.1, 19.2, 19.3, 194,
31 and 31.1.

The provision of delivery and returns information plays a significant role when it comes to creating a
positive customer experience and, done badly, can prevent that customer experience even getting started.

Why do delivery concerns sometimes prevent you and people in your household
from shopping online?

20%
18%
16%
14%

12%
10%
8%

. = Can't easily find
6% returns information
4%

2%
0%

2015 2016 2017 2018

m Can'teasily find
delivery information

Figure 27

The evidence here suggests that returns information is not as well communicated as delivery information
and that when delivery and returns information is not well signposted (on the home page, product page
and in FAQs), this could impact between 10% and 15% of potential customers'.

Pre-order information

We have tracked the provision of pre-order delivery information over the life of the survey and the results
over this time do confirm that many shoppers check this out before they even start to look at products.

However, the data also suggests that shoppers have become increasingly confident in the provision of
delivery services and more trusting of them, so we have seen an increase in the proportion that simply
shop, go to the checkout and see what they are offered.

" The IPC Cross Border Shopper Survey — 2017 confirms that when shopping cross-border, clear information about
delivery charges before purchase is the number one priority for its international respondents (70%). MetaPack State of
eCommerce 2018 reports - 75% of consumers expect to be able to see all available delivery options displayed on the
product page they're viewing and that 73% of international shoppers check to see what additional charges will be
applied to product and shipping prices- up from 67% in 2017

®
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The risk here is, of course, that they may abandon their purchase, and we have already shown that an
increasing number of shoppers will do this if the delivery offer shown to them at checkout does not meet
their requirements. See figure 6.

60% When do you look for (expect to see) delivery information?

50%

40%

30%

20%

10%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Before you start selecting items for your shopping cart (look on Home page, Product page, FAQs etc)
After you have added products to your shopping cart
You don't — you just go to checkout and then see what delivery options are offered
--------- Linear (Before you start selecting items for your shopping cart (look on Home page, Product page, FAQs
eto))
Figure 28
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Pre-delivery information

Once the order has been placed, the demand for information increases. Over the life of the review, at least
90% of the respondents have confirmed that they would like to receive information about the progress of

their delivery and repeating Figure 12 here we can see that, along with being able to specify delivery,
communication around the delivery journey is the top priority when it comes to improving the

convenience of delivery.

What would make receiving deliveries more convenient - Top 10 options

Being able to choose a same day delivery within a given time
limit

Delivery to a ‘safeplace’ | specify when ordering (shed /
garage, secure box, neighbour, etc)

Being able to add specific delivery instructions to your order

An 'in transit' SMS or e mail giving the ability to change the
delivery day or location

Being able to choose an evening delivery option

An 'in transit' SMS or e mail to advise when delivery can be
expected

Clear delivery information prior to ordering

Being able to choose a specific delivery time slot

Being able to choose a specific delivery day

Access to online order tracking

Figure 29
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Digging a little deeper, we ask what information would be most valuable. The answer is — everything, with
all information options being considered important by at least 60% of respondents.

What parts of the delivery process would you be happy to be updated on?

m Informing you of a failed delivery

2018

m Confirming the expected time (slot)
when you can expect delivery

Confirming the expected delivery
the day before delivery 2017

m Warning in advance if there is a
problem / delay with delivery

® Informing the dispatch date and 2016
tracking number

m Informing you about the progress of
your order 0% 20% 40% 60% 80%

Figure 30
Royal Mail Delivery Matters confirms this need for information:

1 52% of people would like to know if their item has been
dispatched

1 62% of people think it is important to receive updates of the
progress of their delivery throughout its journey

1 58% of people want to know if there has been a delivery
delay

1 41% of people would like confirmation of delivery

®
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Reinforcing the increase in importance attributed to delivery tracking, we ask the key question for any
shopper: ‘would you be prepared to pay for it?’

Would you pay a small (10p) fee for such a service?

80%
70%
~al bl L-vril
0 L4 0
- el
30%
20%
10%

0%

2010 2011 2012 2013 2014 015 - i 2018
o Yes  mmmmmm NO Maybe — mmmmmm Yes& Maybe — «ceeceee- Linear (Yes & Maybe)
Figure 31

The positive trend in Yes & Maybe shows that there is a genuine demand for tracking and communication
that allows customers to anticipate and plan for their delivery. It also shows they are prepared to engage in
order to receive it on-time and first-time.

The most popular times to receive pre-delivery information are:

1 The day before delivery — no delivery time advised — 55% of respondents (2018)
1 On the morning of delivery with a delivery time slot advised — 56% of respondents (2018)

The most popular channels for receiving delivery notifications are obviously SMS (44% of 2018
respondents) and email (38%), but from a slow start back in 2014, purpose-built smartphone tracking apps
are catching on, and 11.2% of this year's respondents would prefer to receive their delivery information this
way.

®
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8. Alternative delivery point / click and collect solutions

This section looks at the question of delivery when the customer cannot be at home to receive their
order or finds it more convenient / cost effective to collect it. The analysis in this section is
supported by questions 13, 14.1, 14.2, 14.3, 16, 24, 24.1, 25, 26, 27, 28, 29, 30, 31 and 31.1.

Additional information about click and collect can be found in the IMRG Collect+ UK Click and
Collect Review.

We have already seen how Home related delivery options remain most popular with UK online shoppers
(Figure 18), but when these don't work, other solutions are needed.
Specified safe place and neighbour

The immediate default for a home delivery, when no-one is there to accept it, is ‘safe place’ or ‘neighbour’.
Shoppers are well used to this and an increasing number of homes can identify a safe place where parcels
can be left.

70% Do you have somewhere safe that parcels can be left when no one is home?

60%

S0% g
40%
30%
20%
10%
0
2011

2009 2010

2013

Neighbour is the most popular option, but we can reasonably assume most have a particular neighbour in
mind when they (76%) agree that a neighbour can sign for orders on their behalf.

ES

2012 2014 2015 2016 2017 2018

Figure 32

Where is that?

m Other 2018

m Alternative location - Petrol Station, Convenience store, etc.

m Secure locker box at your home address F
= Neighbour 2017

m Porch

m Shed / Garage

0% 10% 20% 30% 40% 50%

Figure 33

[ ]
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However, in most cases, the selection of that neighbour is left to the delivery agent, with the decision
based on who is home at the time and prepared to take the parcel. The same applies to safe place delivery
where delivery agents invariably must use their discretion, local knowledge, and best judgement to find
somewhere they hope will be satisfactory for the customer.

In this, delivery agents are motivated by the fact that failing to deliver may be even more inconvenient to
the customer, they may have to add the delivery to their workload for another day and they may not be
paid for the delivery until it is finally made.

What seems to be missing from most current delivery solutions is the ability to allow the customer to
specify their safe place and securely communicate this to the person delivering the parcel. In most cases,
delivery instructions are not requested by the retailer, and when they are captured, they are printed on the
label for all to see — hardly secure.

Yet, overwhelmingly, this is something the customer increasingly wants to see®.

Would you like to be able to specify a particular safe-place / neighbour at
time of order or are you happy for the delivery agent to use
their descretion at time of delivery?

80%
70.91%

70% 62.5% 64.7% = 2016 = 2017 =2018

60%
50%
40%
30%
20%
10%

0%

37.5% 353%

.. >

Specify Delivery agents discretion

Figure 34

15 Almost half (48%) of shoppers said the ability to designate a ‘safe place’ for their online order would improve their
delivery experience — Sorted / OnePoll
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They also insist that the delivery company should confirm that any parcel left unattended has been left in a
place/with a person they are happy with.

Would you like the delivery company to be able to confirm / demonstrate
that they have followed your safe-place instructions?

100% 94.4% 95.98%  94.28% 22016 =2017 =2018

90%
5.6% 4.18% 5.72%
. /] |
Yes

80%
70%
Not necessary

60%
50%
40%
30%
20%
10%

0%

Figure 35

The Sorted/OnePoll research confirms that only 40% of retailers say they never allow carriers to leave
goods in unsecure locations, yet only 30% request an alternative delivery location in the event of an
unsuccessful initial delivery. Without the customer being able to specify the location, it is hard to see how
even this level of compliance can be achieved.

What would elevate safe place/neighbour delivery to a new level to really delight customers would be to
ask their exact preferences for when they are not at home, to make sure the delivery agent knows those
preferences. Then to confirm delivery to the customer’s email or smartphone, explaining both when and
where delivery was made'®,

This removes the risk of customers coming home only to be disappointed about how their parcel was
delivered and should give them confidence to allow safe place delivery more often.

' The Sorted / OnePoll survey reveals:
1 4in 10 consumers will give you their mobile number for live update.
9 7in 10 will share geolocation data to receive deliveries on-the-move
91 Athird will share all their key addresses to enable flexible drop-offs.
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With the decline in workplace delivery, the other main delivery alternative is now click & collect in its
various guises. Repeating figure 23, we can see how these are now equally preferred in 2018.

Preferred delivery location 2018
Other (please specify) ~ 0.10%

A range of the other options [l 2.69%

Alternative delivery location, (e.g convenience store, petrol

(o)
station, locker box) 10.08%

Post Office ('Local Collect’) 10.08%

Work I 11.68%

To the retailers store ('Click & Collect', 'Reserve & Collect'

0,
etc) 12.18%

Friend/Relative's house (including neighbour) I 12.28%

Home — only order items that will fit through the letter box |G 14.27%

Home - to a nominated safgiaclz;ce (shed, porch, locked box . 557%

Home I, 78.64%

0% 20% 40% 60% 80%
Figure 36

Not everyone uses click & collect, but almost everyone (98%) is aware of it as an online delivery option, and
although in-store click & collect has been used by most shoppers, third-party parcel shops and lockers are
increasingly employed with the percentages shown above, all up on previous years.
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Itis likely that the increased awareness of
third-party networks, some of which are

now locating in retailer stores, is prompted = Yes 200%
by also using these networks to send
returns, as we examine in section 14.

Have you ever used click & collect?

= No - but lintend to use it in

The shift in type of click & collect locations the future

used is confirmed in Figures 38 and 39, . No

with a drop in reported use and preference

for the in-store option during 2017 and

2018 | don't know what this is

Figure 37"

What click and collect options have you previously used?

100% T 91.9% 9102% -

90% 83.87%
80%
70%
60%
50%
40% 34.47% 30.50%
30% 25.1%
20%
10%

0%

2015 2016 2017 2018
= From a retailers store = From a third party location
Figure 38

17 Royal Mail Delivery Matters UK 2018 also reports that 3 in 5 (60%) of shoppers have used click & collect

®
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80% If you could opt for an alternative delivery address / location where would you be
likely to choose?

m Local newsagent
70%

60% m Petrol station
50%

Convenience store,
supermarket

m Secure locker box near

40%
to a regular route you
travel

0,
20% m The retailer’s store
10%
I b0 Al M |
0% | | =

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

30%

Figure 39

To understand this shift in perception and behaviour, we need to examine what motivates shoppers to use
click & collect.

If you ever use in store Click & Collect / Reserve & Collect, is it because. ..

m Delivery is free / cheaper than home delivery?

m You are rarely at home to receive a home delivery?

m You can examine / try on your purchase?

90% m [t is easier to return and get a credit if the goods are not wanted?
You are able to combine this with other shopping activity?

100%

80%

70%
60%
50%
40%
30%
20%
= MO Mk Mkt Mokt Hobf Thol
0% I
2013 2014 2015 2016 2017 2018
Figure 40
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Clearly the main reason shoppers
select click & collect when they
reach checkout, is often cheaper
than home delivery',

The change in respect of in-store
click & collect may be because
some retailers are now charging a
fee for this, below an order value
threshold, so removing a reason
not to use third-party locations.

Third-party locations also lend
themselves to the 2" motivator:
the ability to combine a collection
with other activity, or ‘trip-
chaining’.

There are more than 40,000 individual parcel shops, post offices or locker locations in the UK, so they will
generally be more accessible than a specific retailer’s store. This is important because our research
suggests that the average round-trip distance shoppers are prepared to travel for a click & collect pick-up is
3.6 miles.

We can also see an increase in shoppers selecting click & collect to avoid the risk of a failed home delivery.

In the past, this selection would have to have been made at the check-out stage, but some carriers are
now introducing the ability to change the delivery location after dispatch.

These ‘in-flight’ diversions allow the customer to select an alternative day, a safe place, neighbour or
specific pick-up point and, as seen in figure 13, developing delivery flexibility of this sort is seen as a priority
by supply chain and logistics executives.

Unfortunately, although this is a significant innovation, there is still a limit to the customer experience:
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