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Summary

Unlike the earlier generational cohorts of Baby Boomers, Generation X, and
Generation Y, the Generation Z (known as post-millennial generation) is still under-
researched topic in the context of their retail-related behaviour. Although there are
notable distinctions between the generations, it can be argued that each generational
cohort affects the way traditional brick-and-mortar retailers do business. In addition,
traditional retail is facing increasing competition, particularly from online retailers.
Furthermore, shopping habits strongly reshape the retail industry, so brick-and-mortar
retailers need to adapt their strategies to meet the requirements of today’s rapidly
changing consumers. Drawing on the previous literature, the purpose of this paper is to
identify the main features of the post-millennial generation in brick-and-mortar retail
settings. Furthermore, the paper develops a framework that can both guide future
research and help traditional brick-and-mortar retailers to better target the post-
millennial generation. As far as traditional retailers are concerned, the proper approach
to Generation Z cohort seems to be essential to capture this market segment more
effectively and to improve their overall in-store shopping experience.
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1. INTRODUCTION

It is generally accepted that experiences shape our behaviour and influence our
personality. In that context, generational cohort theory posits that each generation is
characterised by somewhat predictable traits directly attributable to events in their
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formative years (Benckendorff and Moscardo, 2013). Similarly, Parment (2012) notes
that generational cohorts are distinguished by different events and experiences that
produce a change in their values, attitudes and predispositions in a society. More
specifically, Lantos (2011) emphasizes that a generation experiences a common social,
political, historical, technological, and economic environment as well as a similar
significant, defining, or formative life events. As a result, such an environment together
with accompanying events affect their behaviour and create values that remain relatively
unchanged throughout their lives (Schewe and Meredith, 2004).

Consequently, Glass (2007) states that members of all generations experience
defining events between the ages of 5 to 18, which affect their outlook on life and work.
Moreover, Cohler and Hostetler (2003) stress that these events may change their outlook
on life due to subsequent historical and social change that takes place across the adult life.
Furthermore, Benckendorff et al (2010) emphasize that this distinctive and unique
pattern of values, attitudes and behaviours has important implications for how a
generation will respond to, and create changes in, social and economic context. According
to McCrindle (2014), many of generational labels can be applied globally because
generational commonalities cross global boundaries.

Although there are notable distinctions between the generations, it can be argued
that each generational cohort affects the way traditional brick-and-mortar retailers do
business. Increasingly, Generation Z is emerging as a topic of interest in the recent
academic and practitioner literature. As stressed by Moschis et al. (2000), age groups
must be understood for their specific needs and situations as consumers, and this is
particularly true for Generation Z. However, contrary to other generational cohorts, not
much is known about Generation Z in the retail context. Therefore, it is crucial for
retailers to develop a solid understanding of members of the Generation Z and to
communicate with them.

To advance understanding of Generation Z consumers in the retail environment,
the paper presents the results of an extensive review of the recent literature on Generation
Z members and their consumer-related behaviour. The purpose of this paper is to explore
the concept of generational cohort referred to as Generation Z and its implications for the
brick-and-mortar retail and to determine a framework for classification and analysis.
Therefore, the paper is structured as follows. After the introduction, the second section
gives a brief overview of retail-related behaviour of Baby Boomers, Generation X and
Generation Y, all preceding Generation Z what is defined in the third section. The fourth
section examines Generation Z in the physical retail environment. The fifth section deals
with the directions of future research on Generation Z, particularly in the context of smart
innovative technologies. Finally, some conclusions are drawn in the final section.

2. INSIGHTS INTO RETAIL BEHAVIOUR OF GENERATIONAL
COHORTS

There is no general agreement regarding the age boundaries referring to each
generational cohort, thus various classifications can be found. In that context, Sagrestano
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and Wahlers (2012) identify the following generational cohorts: the Traditionalists (born
pre-1946), the Baby Boomers, Generation X and the Millennials. As stated in the
Introduction, generational cohorts affect traditional retailers who should be aware of the
market potential of each generational segment in order to target them more effectively.
This section observes the main retail-related features of the three generational cohorts that
had preceded Generation Z, i.c., the Baby Boomers, Generation X and Generation Y.

2.1. The Baby Boomers

The Baby Boomers are commonly defined as the cohort of people born between
1946 and 1964 (Moschis et al., 2000; Worsley, Wang and Hunter 2011). Given that this
cohort consists of ageing consumers, it is important to understand their specific needs in
order to improve their overall shopping experience. In the context of retail buying
behaviour, the purchase process for the Baby Boomers starts with a retailer that consumer
trusts (Parment, 2013). Furthermore, for this cohort, the role of sales personnel and
personal interaction is of the utmost importance in the retail settings (Meneely, Strugnell
and Burns 2009). In addition, the Baby Boomers consider shopping to be a means of
socialisation (Myers and Lumbers 2008) and a way to reduce their loneliness and to
enhance social interaction (Pettigrew 2007).

In broad sense, this generational cohort is worried about their health and
wellbeing (Worsley, Wang and Hunter, 2011). Compared with younger consumers, they
spend more money on average at food stores (Moschis, Curasi and Bellenger 2004).
According to Pak and Kambil (2006), psychological, social, economic and biological
changes affect their spending habits and priorities. Consequently, they are facing a
number of in-store difficulties and challenges, e.g. store size and changing layout
(Meneely, Strugnell and Burns 2009), product packaging (Sudbury-Riley, 2014), the
appropriate placement of products, shelf height and poor signage (Yin, Pei and Ranchhod,
2013).

2.2. Generation X

Following the Baby Boomers, Generation X comprises individuals born between
the years 1965 and 1980 (Gibson, Regina and Edward, 2009; Ordun, 2015). Individuals
that belong to the Generation X are also known as the postbaby-boomers, Baby Buster,
Regeneration, the cable generation and the new lost generation (Leung and Taylor,
2002). Broadly speaking, Generation X is described as hardworking, education-oriented,
achieving, and family- and community-oriented (Miller and Laspra, 2017). They are also
financially responsible and are likely to look for the lowest cost of item or for the discount
(Ordun, 2015).

Compared with the previous generational cohort, Generation X is highly affected
by technology. Moreover, they are very motivated to look for purchase-related
information and are very skilled at searching (Ordun, 2015). According to Brosdahl and
Carpenter (2012), Generation X consumers demonstrate a strong preference for Internet-
only retailers. Similarly, Dhanapal, Vashu and Subramaniam (2015) affirm that both
Generation X and Y do more online shopping than Baby Boomers. Likewise, Wyn (2012)
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emphasizes that adherent to Generation X are reluctant change makers. On the other hand,
they are inclined to be impulsive buyers (Valkeneers and Vanhoomissen, 2012).

2.3. Generation Y

Generation Y, also known as Millennials, mainly refers to the cohort of people
born between 1980 and 2000 (Erickson, 2008). Millennials have been exposed to the
Internet from a very young age and that feature distinguishes them most from other
generational cohorts (Bolton et al., 2013). Moreover, the Internet is an essential part of
their everyday life (Issa and Isaias, 2016). As stressed by Bilgihan (2016), Generation Y
is considered the least loyal generational cohort. For Millennials, choosing a product is
the first step in their purchase process (Parment, 2013). Furthermore, the need for
uniqueness strongly influences their retail-related behaviour (Rajamma et al., 2010).

Further, various social factors (e.g. products used by family and friends, products
endorsed by celebrities, etc.) affect their online purchasing behaviour (Dhanapal et al.,
2015). Regarding brand consciousness, Giovannini ef al. (2015) identified public self-
consciousness and self-esteem to be of the utmost importance to Generation Y consumers.
In that context, the impact of social media (Ruane and Wallace, 2013) and social media
marketing (Bamini et al., 2014) are also underlined. As stressed by Noble et al. (2009),
socialization and feelings of accomplishment also influence the consumption behaviour
and preferences of members of the Generation Y. Consequently, they are more inclined
to the extreme types of buying behaviour (Brougham et al., 2011).

3. DEFINING FEATURES OF GENERATION Z

Although there is no consensus about the precise boundaries of Generation Z,
this generational cohort is made up of individuals born between the years 1995 and 2010
(White, 2017) and therefore can be aged ranging from 8 and 24 years old today in 2019.
However, scientists have also indicated other time intervals associated with post-
millennial generation, e.g., 1992-2008 (Talbott, 2013), 1994-2004 (Pollack et al., 2013),
1996-2010 (Fromm and Read, 2018), 1995-2004 (McDonald, 2011), 1995-2009 (Kuijer,
2011), and 1999-2010 (Patranabis, 2012).

A number of terms have been used to describe the first generation of the twenty-
first century such as: “I” Generation (Fyock et al., 2013), Pivotals (Fromm and Read,
2018), the Uber Generation (Koulopoulos and Keldsen, 2014), Digital Natives
(Patranabis, 2012), the ‘“text generation” (Murgatroyd, 2011), the September 11
generation (Pollack et al., 2013), the net generation (Kuijer, 2011), generation me (Glass,
2007), the Google Generation (Gunter et al., 2009), hyper-connected generation
(Haddouche and Salomone, 2018), and instant-gratification generation (Rota, 2017).

Apart from the years of birth, generation cohorts are influenced by different
events that have taken place in their early childhood. Likewise, Rees Jones ef al. (2008)
outline that exposure to key historical events that have taken part during each cohort’s
transition to adulthood provides the markers for each generational field. In that sense,
Pandit (2015) argues that the role of economy and, in particular, the role of the Great
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Recession of 2007 to 2009 has influenced the attitudes of Generation Z. Similarly,
Herring and Thompson (2012) underline that the fall of the World Trade Centre and the
crash of the financial markets have shaped their generational profile. Therefore, White
(2017) stresses that the members of Generation Z develop their personalities and life skills
in a socioeconomic environment characterized by chaos, uncertainty, volatility, and
complexity. As a result, Generation Z cohort is focused on stable careers, security, safety,
and privacy (Lanier, 2017).

Not surprisingly, Generation Z is often referred to as “the first true digital native
generation” (Lanier, 2017). Moreover, using smartphones is the most important part of
their life (Ozkan and Solmaz, 2015a). Consequently, Stillman and Stillman (2017)
emphasize that Generation Z is “the first generation born into a world where every
physical aspect (people and places) has a digital equivalent”. In addition, they are snappy
and live in the age of impatience (Van Den Bergh and Behrer, 2016). They are intuitively
mobile (Pollack et al., 2013) and they prefer using information technology before face-
to-face interaction (Herring and Thompson, 2012). Besides communication by text and
voice, they communicate with each other by short video clips using mobile phones
(Takahashi, 2011). Thus, Schawbel (2013) points to the fact that face-to-face
communications are sometimes a challenge to the members of Generation Z.

Further, Generation Z students are open-minded, value honesty and embrace
diversity (Seemiller and Grace, 2016). Although they share many habits, Generation Z is
more responsible, smart, tolerant and inclusive than the millennial generation (Van Den
Bergh and Behrer, 2016). Furthermore, they are ambitious and they do multitasking to
the point of distraction (Hawley, 2014). Moreover, they perceive their self-organization
in the future as a very dependent on the availability of smart technologies in both
institutional settings and their personal lives (Roblek et al., 2019).

Despite turbulent environment, Chaston (2012) points out that Generation Z
individuals are confident and optimistic, embracing traditional beliefs, valuing the family
unit and self-control. Likewise, Ozkan and Solmaz (2015b) stress that they are self-
confident and want to secure their financial future. As far as Generation Z members are
concerned, peer acceptance is very important (Chaston, 2012). One of the greatest
influences on post-millennial generation is social media. However, Issa and Isaias (2016)
raise the issue of Internet usage by Generation Z in the context of threats and obstacles to
their cognitive, social and physical developments. Similarly, Knapp et al. (2017/2018)
alert that Gen Z’s tendency to be always plugged in makes them one of the unhealthiest
generations both physically and emotionally.

4. GENERATION Z IN THE PHYSICAL RETAIL ENVIRONMENT

In contrast with other generational cohorts, little research has been conducted on
Generation Z and their retail-related behaviour. According to Duffett (2017), Generation
Z consumers are the lucrative and technologically advanced, but capricious. Furthermore,
Schiffman et al. (2014) draw attention to the fact that Generation Z members can be
characterized as spenders but not savers. Consequently, their consumer behaviour might

109



POSLOVNA IZVRSNOST ZAGREB, GOD. XIll (2019) BR. 1 Vojvodic K. Generation z in brick-and-mortar stores: a review and research propositions

lead to long-term debt and have negative implications for their long-term well-being and
quality of their lives. Additionally, Gutfreund (2016/2017) argues that they are shrewd
consumers who do not trust brands.

In March 2018, the National Retail Federation (NRF) and IBM’s Institute for
Business Value released a report entitled “What do Gen Z shoppers really want?
(https://nrf.com). The survey was conducted on 15,600 Generation Z members from 16
countries. Although they are digital native generation, the report revealed that they most
often choose to shop in the physical store. More specifically, 98 percent of survey
respondents globally said they typically make purchases in a store some or most of the
time. The main findings of the report are summarized in Table 1.

Table 1. Generation Z shoppers

Key elements Main characteristics
e  Full of surprises
e Looking for reliability and consistence
General whether they shgp in a store, through an
features app or on a website
e 47 percent of Generation Z customers use
their smartphones when shopping in a
store
e  Wide product choice
Store attributes e  Proximity of store location
e  Product availability
. e  Technology for easier, more rewarding
Generation Z .
shoppers shopplng . .
Technology ° Addlqg value and enhancing shopping
experience
e Little patience for technology that is
unresponsive or prone to errors
e  Actively collaborating and co-creating
Brands with brands
e  Engaging with the brand on their terms
e Social media interaction with the brand
Shopping e  Desire for unique shopping experiences
experience e  Co-creating shopping experience
Expectations ° CusFomization, .robotics, . augmented
reality (AR) and virtual reality (VR)

Source: Based on the report “What do Gen Z shoppers really want?*, National Retail
Federation (NFR) and IBM’s Institute for Business Value (available at https://nrf.com)

Similarly, Skinner et al. (2018) notice that the emphasis should be put on desire
for social interaction, involvement and co-creation of experiences. As for customer
services, they like it personalized and efficient and they are expecting from companies to
customize their shopping and buying experience, both online and offline (Gutfreund,
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2016/2017). Razum et al. (2017) analysed the sustainable consumption patterns of
Generation Z in fashion industry and the factors influencing buying of fashion garments
produced in line with the notion of sustainable development. The results revealed that the
media, family and peers positively affect sustainable consumption of fashion.

It can be noted that the generation that grew up with information at their
fingertips expects benefits from physical retail stores (Figure 1). Pantano and Naccarato
(2010) highlight the importance of an enjoyable experience during the shopping activity.
As Generation Z consumers are concerned, their in-store shopping experiences should
consist of socialization, novelty, entertainment, instant gratification, interaction and
enjoyment. Consequently, the synergistic effects of these factors affect creation of
Generation Z’s unique in-store shopping experiences. On the other hand, by linking the
in-store customer experience with a digital one, retailers gain access to more consumer
data.

Figure 1. Expectations of Generation Z in physical retail stores

Socialization ; Novelty

Enjoyment Entertainment

Instant

Interaction . .
b gratification

Source: Author’s depiction

Priporas et al. (2017) explored Generation Z consumers’ current perceptions,
expectations and recommendations in terms of their future interactions in smart retailing
context. The findings revealed that smart technologies have a significant influence on
Generation Z consumers’ experiences. In addition, the study showed that Generation Z
consumers expect of the technology to enable them more informed shopping decisions.

With the rapid advances in Internet technology, many retailers view Internet of
Things as a potential basis for achieving sustainable competitive advantage and long-term
profitability (Balaji et al, 2017). According to the aforementioned report
(https://nrf.com), Generation Z consumers are eager to adopt innovative solutions that
provide direct value and enhance the shopping experience. As regards future shopping
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technologies, Generation Z consumers indicated tools that allow them to try out products
in-store (e.g. “magic mirror”), customize products for themselves, design unique products
and create on-site with a 3D printer, robotic technologies as well as interactive screens
and other tools that help them go online while they are in a store.

5. WHERE NEXT FOR GENERATION Z: RESEARCH PROPOSITIONS

In the present digital era, brick-and-mortar retailing is being challenged to
become smarter and provide greater value to both consumers and retailers (Dacko, 2017).
As regards post-millennial generation, great importance should be put on the introduction
of innovative smart technologies in the physical retail environment. Consequently, future
work should concentrate on the effects of smart technology on Generation Z customers’
experience. Furthermore, in a brick-and-mortar retail context it is of utmost importance
to identify how smart technologies affect the traditional customer decision-making
process.

It can be argued that many customer-facing Internet of Things technologies have
become an integral part of the retail industry. These include smart shopping carts,
augmented reality, interactive displays, smart mirror interactive technology (magic
mirrors or memory mirrors), RFID tags, and smart kiosks (Balaji et al., 2017). In the
context of smart applications in the retail industry, Chaudhuri (2018) describes smart
dressing/fitting rooms, smart shelves, smart advertising using beacons, intelligent
vending machines and store screening robots. In addition, Renko and Druzijanic (2014)
highlight that innovative technologies help consumers to make their shopping decisions.
Therefore, Kumar Roy et al. (2018) stress that retail stores should focus on smart
technologies that are simple, yet offer enhanced customer value through improved
shopping efficiency.

Further research is also needed to determine Generation Z customers’ awareness,
attitude, and preferences towards different smart technologies in the retail sector. In
addition, their acceptance of and resistance to these technologies are also questions in
need of further investigation. Kumar Roy et al. (2017) assert that smart customer
experience directly enhances satisfaction and reduces perceived risk. Consequently,
further studies should also look into the impact of innovative smart technologies on
Generation Z customers’ satisfaction and willingness to buy.

Store atmospherics are widely considered an important factor when influencing
customer behaviour. Moreover, retail marketing literature abounds with analyses of the
importance of store atmospherics for determining the overall shopping experience.
However, when it comes to Generation Z, not much is known about the impact of store
atmospherics on behavioural intention and in-store customer shopping experience.
Therefore, further research should deal with the influence of retail store environmental
cues on Generation Z consumers’ behaviour. In addition, their emotional responses to
store atmospheric cues as well as the effects of store satisfaction and store atmosphere on
loyalty are also challenging issues to examine.
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Unfortunately, until today little research has addressed the Generation Z
consumers’ preferences for manufacturer vs. store brands. More work should be done in
the following areas: Generation Z consumers’ attitude towards store brands, the impact
of store brands on consumer store loyalty, store brands’ purchase intention, consumer
choice of store brands across various store formats, and effects of store brand price-image
and service quality on store brand purchase intention. In addition, the creation of
Generation Z consumers’ loyalty and trust in the retailer through store brands should be
analysed.

Brand loyalty is another popular research area in need of further examination.
Unfortunately, the issue of brand loyalty behaviour of Generation Z consumers is still
poorly understood. In this sense, Gutfreund (2016/2017) points out that earning
Generation Z consumers’ loyalty will be a challenge, and brands will need to rethink their
marketing strategies. In particular, the various patterns of brand loyalty used by
Generation Z should be determined. Additionally, future studies should deal with the
effects of satisfaction, trust, and brand image on brand loyalty. It would be interesting to
compare the loyalty profile of various socio-demographic categories of post-millennial
consumers in order to determine their behaviour. In addition, the most important elements
of brand evaluation used by Generation Z consumers should be identified.

6. CONCLUSION

The latest technological developments, in particular smart innovative
technologies create a number of opportunities for brick-and-mortar retailers to understand
consumer preferences regarding store experience and to meet their expectations. On the
other hand, these technological advancements help retailers to gather various customer-
related information and to identify their shopping preferences and purchasing trends.
Therefore, advanced technologies provide retailers with greater insights on their customer
base to gain a better understanding of their habits and needs. However, brick-and-mortar
retailers need to introduce customers to the smart technologies they utilize to co-create a
more personalized, unique experience.

Based on a comprehensive review of the academic and practitioner literature, the
paper synthesise current findings to contribute to the existing body of knowledge on the
topic of little researched, yet important Generation Z cohort. In addition, it may present a
starting point for better understanding and researching the phenomenon of advanced
technology usage in brick-and-mortar retail settings.

The paper also provides useful insights for brick-and-mortar retailers that are
approaching the Generation Z consumers. Through a better understanding of their
behaviour, both brick-and-mortar retailers and marketers will be able to develop strategies
to improve their services and better satisfy the needs and requirements of this unique
generation of consumers. In particular, investing in smart innovative technologies
provides new experiences for consumers and creates differentiation in brick-and-mortar
retail settings. Furthermore, it enables individualization and personalization of
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Generation Z consumers’ shopping experiences. Consequently, Generation Z consumers
will be better targeted and the overall retail experience will be enhanced.

Taking into account future research propositions, this paper may give a
background to further empirical research on the post-millennial generation. Bearing in
mind that no empirical analysis has been included in the paper, it lacks a contribution to
this field from an empirical point of view. To this end, additional research is needed to
provide empirical support to deepen understanding of Generation Z and its role in the
brick-and-mortar retail environment. On a wider level, future research needs to be carried
out to identify how the introduction of advanced technologies modifies the brick-and-
mortar retailing context. In particular, an important issue to examine is how smart
innovative technologies affect Generation Z cohort in a retail environment and their
overall shopping experience.
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GENERACIJA Z U TRADICIONALNIM PRODAVAONICAMA: PREGLED I
PRIJEDLOZI ISTRAZIVANJA

Izv. prof. dr. sc. Katija Vojvodi¢**

SaZetak

Za razliku od ranijih generacijskih skupina Baby Boomers, generacije X i
generacije Y, generacija Z (poznata i kao post-milenijska generacija) jos je uvijek
nedovoljno istrazena tema u kontekstu njezina maloprodajnog ponasanja. lako postoje
znatne razlike medu generacijama, moze se tvrditi da svaka generacijska skupina utjece
na nacin poslovanja tradicionalnih maloprodavaca. Uz to, tradicionalni se
maloprodavaci suocavaju s rastu¢om konkurencijom, posebice od strane internetskih
maloprodavaca. Osim toga, kupovne navike znacajno mijenjaju maloprodajni sektor pa
tradicionalni maloprodavaci moraju prilagoditi svoje strategije kako bi zadovoljili
zahtjeve suvremenih potrosaca koji se brzo mijenjaju. Na temelju dosadasnje literature,
svrha je rada identificirati glavna obiljeZja post-milenijske generacije u kontekstu
tradicionalne maloprodaje. Nadalje, u radu se razvija okvir koji moze dati smjernice za
buduéa istraZivanja i pomoci tradicionalnim maloprodavacima kako bi se bolje usmjerili
na post-milenijsku generaciju. Kljucno je za tradicionalne maloprodavace pravilno
pristupiti generaciji Z kako bi ucinkovitije osvojili taj trzisni segment te kako bi poboljsali
njihovo cjelokupno kupovno iskustvo.

Kljucne rijeci: tradicionalni maloprodavaci, generacija Z, ponasanje potrosaca
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