In an adapt-or-die market, big data is drivi
J.C. Penney's latest biland evolution.

BY PAUL GILLIN
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In the rapidly
evolving retail
sector, only the
strongest will

E-commerce continues to siphon foot traffic
from brick-and-mortar stores, forcing former
bastions of the industry to face their mortality.

In the United Kingdom, for example, British
brand Jaeger is on the brink of collapse, falling
into administration after failing to find a buy-
er, while department store Marks & Spencer
announced it plans to close 30 of its outlets.
In Australia, the owners of retailers Marcs and
David Lawrence went into voluntary adminis-
tration, announcing the closure of 13 Austra-
lian outlets and all 10 New Zealand stores.

The future seems even bleaker in the
United States. Shoe store chain Payless went
into bankruptcy in April. Department store
Sears is closing 150 stores and conceded
in March that there are growing concerns
about the company’s ability to continue. And
Macy’s—an icon of the industry—is shutting
down 68 stores (with more to come) because
of slowing sales and declining mall traffic.

On the surface, J.C. Penney appears to be in
the same boat. The Plano, Texas, USA-based re-
tail chain announced in February it plans to close
138 stores. On that same day, the company low-
ered sales estimates after missing revenue targets.
But it does not plan to go out without a fight.
In spite of the current turmoil, leaders at the
115-year-old organization are optimistic about its
future, says Mike Amend, J.C. Penney’s executive
vice president of omnichannel.

Mr. Amend largely attributes that faith to
the company’s newfound appetite for change.
“Surviving, let alone thriving, requires constant
change,” he says. “It’s very hard to change DNA,
culture and mindset, especially at a 115-year-
old company. However, our recent failed turn-
around under previous leadership may have
been a blessing in disguise. Today, our associates
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recognize and agree that change is not option-
al—that we must adapt in how we serve and
create value for our customers. Then we must

be extremely collaborative and aligned on ex-
ecution to create the speed and agility that is
necessary to win in today’s retail environment.”

Led by a team that includes a trio of exec-
utives who helped rejuvenate the Home De-
pot brand a decade ago—among them Mr.
Amend and CEO Marvin Ellison—].C. Pen-
ney’s strategic transformation centers on inte-
grating better data and analytics into the deci-
sion-making process and giving customers the
omnichannel shopping experience they crave.

The Numbers Game
To jump-start J.C. Penney’s declining foot traf-
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“Surviving, let alone
thriving, requires

—Mike Amend, executive vice president, omnichannel,
J.C_Renney

fic and sliding profits, executives are turning
to cold, hard data. Numbers, analytics and in-
sights now drive strategic decisions—and that
is an area where J.C. Penney has historically
fallen short. “We refer to this as the ‘science
of retail,” Mr. Amend says. “When it comes
to the art and science of retail, ].C. Penney has
always been great at the art—brands, services,
store presentation and environment—but not
so great at the science—supply chain efficien-
cy, pricing, analytics, technology, mobile.”

That is why, when Mr. Ellison joined as
CEOQO, he and the rest of the executive team,
including Mr. Amend, laid out several steps to
initiate change.

First, they began to gather customer feed-
back and relevant data. “Using analytics to mine

information and provide insights to the organi-
zation makes it crystal clear what our opportu-
nities are,” Mr. Amend says. Sources can be any-
thing from customer satisfaction surveys and
market research to website analytics, external
studies and interactions on social media.

Next, every idea is tested. When new ideas
make it out of the brainstorm round, they are
piloted and refined via small field tests. If re-
sults are promising, leaders waste no time in
expanding an initiative’s scope.

One example was J.C. Penney’s decision last
year to add appliances to 500 of its stores. The
idea began incubating when webmasters noticed
that a growing number of visitors to the store’s
website were searching for appliance-related
terms. After validating the trend via customer
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“Using
analytics

to mine
information
and provide
insights to the
organization
makhes it
crystal clear
what our
opportunities
are.”

—Mike Amend
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feedback, research and housing market trends,
it was time to test a new approach.

J.C. Penney launched appliance showrooms
in 22 stores in February 2016. Following the
pilot program, the company rolled out 1,200
major appliance products on its website, and
later that summer—over the course of just
eight weeks—it added nearly 500 appliance
showrooms to existing stores.

That speed to execution would not have been
possible if Mr. Amend and the rest of the exec-
utive team did not make alignment one of their
major goals. “It’s one thing to have data; you
also need a common vision of what to do with
it,” he says. “Data drives decisions and alignment
drives execution.”

To foster that alignment, the J.C. Penney
leadership team spends time together on a regu-
lar basis. They meet every Monday morning to
review ongoing projects and again for breakfast
on Friday to brainstorm. There are also quarter-
ly offsites devoted to long-term planning. This
creates a culture of “teamwork, alignment and
trust, all of which are key to accomplish and
drive execution,” Mr. Amend says.

Seamless Experiences

Overlaying this data-driven decision-making is
an omnichannel strategy the company hopes
will all but erase the distinction between the
channels shoppers use to buy, pick up and
return items, Mr. Amend says. Of course,
omnichannel is the mantra du jour for be-
leaguered brick-and-mortar retailers, but few
have cracked the code. J.C. Penney believes it
is one of those few.

Over the past year, the company has updat-
ed its website, increased its online assortment
by 40 percent and launched a streamlined mo-
bile app. The app has earned strong reviews in
both the Apple and Google app stores, help-
ing fuel a 20 percent jump in conversion rates.
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+ The major appliance show-
room at Vista Ridge Mall in
Lewisville, Texas, USA

The trick, Mr. Amend says, was to simplify
the app and get people to their destination
quickly. “Our research showed that customers
wanted quick access to coupons, good search
and products that were easy to find,” he says.
Over half of the company’s online traffic now
originates on a mobile device.

But that does not mean J.C. Penney is plan-
ning to take on Amazon. On the contrary, an
essential element of its omnichannel strategy
is to drive store visits, where associates can
greet customers in person and steer them to-
ward additional purchases, Mr. Amend says.

So Mr. Amend and his team worked to per-
fect J.C. Penney’s same-day “buy online, pick
up in store” initiative in tandem with their ef-
forts to overhaul the chain’s website and app.

Merging physical and virtual operations to
enable same-day in-store pickup of online or-
ders started with overhauling the company’s
inventory system. “You have to connect dig-
ital to traditional physical systems, and that
requires all of your digital systems to be in-
ventory-aware,” Mr. Amend says.

Then there are the fine points of operations
the team had to consider and test: Where should
pickup centers be located, and how can we point
customers to them? What questions will cus-
tomers ask, and how should associates answer
them? Thousands of associates had to be trained
to use a mobile device to check out customers
making pickups. “This is a complex undertaking
with lots of moving parts,” Mr. Amend says.

A New Niche

All 1,000-plus stores were outfitted for same-
day fulfillment during a whirlwind six-month
deployment. But Mr. Amend’s omnichannel
strategy would not be complete if the in-store
experience failed to delight customers and
drive additional purchases.

“A lot of people think omnichannel is the
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consumer-facing end,” he says. “While that’s

important, it’s only a fraction of what omni-
channel means. The behind-the-scenes tech-
nology and processes are key.”

He says J.C. Penney has to differentiate itself
by offering unique products and experiences.
One way the store has done this is by bringing
various services together under one roof—
whether a haircut from a J.C. Penney salon, a
makeup trial from Sephora or a family portrait
from the retailer’s portrait studio—that simply
cannot be done online.

Another way he says brick-and-mortar re-
tailers can compete with online pure players is
through “retailtainment” experiences. During
the 2015 holiday season, for instance, J.C. Pen-
ney offered a virtual reality experience in a
handful of mall-based stores.

Last spring, it partnered with Pinterest to
bring virtual pinboards to life in select mall loca-
tions and hosted live fashion, hair and makeup
demonstrations from local bloggers and “pin-
fluencers.” The organization is also doubling
down on its profit-rich store brands and allianc-
es with big-name suppliers.

Over half of J.C. Penney’s merchandise sales
come from its private and exclusive brands, in-
cluding its Stafford suits and St. John’s Bay casu-
alwear, and it is on track to increase that portion
to 70 percent. Meanwhile, partnerships with
big-name brands like Levi’s, Nike and Sephora
are bringing mini shops with major profit po-
tential under the J.C. Penney umbrella.

The company is also working to become a

“Data drives
decisions and
alignment drives
execution.”

—Mike Amend

leader in special sizes, such as “big and tall” men’s
apparel, serving an audience that Mr. Amend be-
lieves has been almost completely ignored by con-
ventional retailers.

So far, Mr. Amend’s omnichannel strategy is
working. Customers now pick up over 40 percent
of their online orders in a store, and 30 percent
of those customers spend an average of $50 on
additional purchases once they arrive.

When they need to return an item, more
than 90 percent visit a retail outlet to do it.
And about 70 percent of customers who buy
in a store use the website to research their pur-
chase first.

The Next Evolution

Despite these successes, victory is far from cer-
tain. J.C. Penney still has to complete the pain-
ful process of shedding money-losing properties
and convincing Wall Street skeptics that it is back
on track. It is also still recovering from the brief
but disastrous tenure of former CEO Ron John-
son, whose multiple missteps during a 17-month
term that ended in 2013 nearly forced the com-
pany into bankruptcy.

J.C. Penney’s stock has also fallen a dizzying
93 percent since its 2007 high. It rallied in the
middle of 2016 in response to an aggressive sales
growth forecast, but it dropped again after the
company’s performance came up short.

Regardless, Mr. Amend believes the
company’s turnaround strategy is fundamen-
tally sound.

The chain’s current shift, he says, is just another
chapter in the history of a retailer that has always
looked to innovation to remain competitive. J.C.
Penney was an early adopter of sales catalogs
among traditional retailers and was one of the first
retailers to launch a full-function e-commerce site.

“The evolution of retail chains has been go-
ing on for 100 years,” he says. “This is another
wave of change.” 1Q
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