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Calling All UAVs

7-Eleven recently completed itsfirst regular
drone delivery experiment in the U.S. The conve-
nience store completed deliveriesin Reno, Nev., to
seventy-seven customers. The items delivered may
have been unremarkable (food, drinks, and over-the-
counter medications), but the deliverieswere signifi-
cant because they were made using small drones.
Flights lasted an average of ten minutes after the
customer placed an order. Pilots directed the deliver-
ieswithinthepilot’slineof sight.

RulesTakeFlight

The Federal Aviation Administration (FAA)
recently approved rules for the operation of un-
manned aerial vehicles (or UAVs) weighing 0.55
pounds or more. Owners of these drones must
register their drones. The registration requirement
appliesto al drone ownersin that class, even owners
operating the drones solely for entertainment pur-
poses. Commercial drone operators also must get a
pilot certificate and pass a TSA background check.
They must fly the droneswithin the pilot’ sline of
sight. The FAA hasissued ailmost 23,000 licenses to
commercia drone pilots since the new rules became
effectivein summer of 2016.

The FAA has asserted comprehensive authority
over the commercial airspace in which drones may
travel. It assertsit has “intensive and exclusive”
authority over national airspace, and “ no state or local
UAS registration law may relieve a[drone] owner or
operator from complying with the federal [drone]
registration requirements.” However, an exception
remainsfor state and local governmentsto regulate
drones’ usein some circumstances, “including land
use, zoning, privacy, trespass, and law enforcement
operations.”

Stateand L ocal Priorities

States that have enacted laws include Mary-
land, Oregon, and Virginia. The new laws specify
that the states reserve to themselves all such non-
federal authority. “[O]nly the state can enact laws to
prohibit, restrict, or regul ate testing or operation of
[drones in those states],” according to a September
report from the National Conference of State Legis-
latures.

The next big experiment may not be commercial.
Statesand localities are exploring the utility of sending
dronesto survey road conditions, including road conditions
following an accident or casualty. Fire response teams
will use drones to analyze the extent of fire spread during
buildingandwildfireresponses.

Operation safety rules are not the only restraints
that drone operators must accommodate as they seek to
run more experiments like the 7-Eleven test. According to
Route Fifty: “Since 2013, 22 states have passed drone-
related privacy legislation concerning when law enforce-
ment needs awarrant before using a drone for surveil-
lance or how to corral peeping toms from buzzing above
houses. (A Mississippi law makesit afelony offense with
apossible fiveyearsin prison for any nosy neighbor
caught sneaking a drone-enabled peek.) Some cities, like
Chicago, haveexplicitly banned droneflights’ directly
over’ people and private property without consent. But as
the National League of Cities points out, cities have been
dlow to act in taking up privacy considerationsfor drone
use, and it’ satopic that remains fraught, especially when
it comes to homeowners with concerns about drones
hovering in the airspace directly above their houses.”
http://www.routefifty.com/2016/12/ur ban-drone-
invasion-nigh/134160/?or ef=rf-today-nl.

Turf disputes between the FAA, states, local law
enforcement personnel, and property owners have yet to
be resolved. It is unclear whether drones are aircraft for
all purposes. If so, then it may be that only federal rules
may dictate when it islegal to shoot down adrone that
operates either in an unsafe or an invasive manner. Many
alocality has deployed its police and emergency person-
nel to clean up after local citizens have shot guns or
fireworksin the air in a populated area. They may take
the position that they can enact rules establishing or
limiting a property owner’s self-defense against drones. It
isunclear how the FAA will respond when the target of
the flyover isaprivate property owner and the property is
distant from an airport, a sports arena, or some other
location in which substantial safety issues arise.

In the event a governmental unit operates a drone,
some states already have enacted rules that require law
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Short Takes

The online marketplace runs on speed. When
systems fail, customers move away. In the aftermath
of the 2016 holidays, one retailer with online snafus
was Macy’s Inc. Black Friday shoppers experienced
an unresponsive screen on the company’s home page
starting Friday morning and from time-to-time during
the day. The screen, whether on desktop or mobile,
would count down to one from ten and then try to
reload the home page. The problem appears to have
resulted from a heavy load. In an effort to reduce
delays, Macy’s put visitors in a queue to manage
traffic, according to digital performance analytics
company Catchpoint Systems Inc.

Website issues also prevented some customers
from processing purchases. Some shoppers reported
they received a“Hmm ... something went wrong”
message as they tried to check out. The server
encouraged shoppers to try again or to “check back in
alittle while” or order by phone via an 800 number.

Victoria's Secret also saw its website slow
down during a peak demand period. Visitors to
Victoria's Secret, faced Black Friday slowdowns,
led by its desktop site taking about thirty seconds to
load. The company leaked its special black tote and
sales early, creating a cascade of interest and
demand for the day. Indeed, two customers were
caught on video fighting with a seventeen-year-old
at astorein Ann Arundel County, Md. The video
went viral, reports The Huffington Post. http://
www. huffingtonpost.com/2013/12/04/victorias-
secret-fight-black-friday _n_4385038.html. Also,
CNN called Victoria' s Secret and Pink stores some
of the day’s hottest stores. http://money.cnn.conV
gallery/pf/2012/11/23/black-friday-stores/.

Blue Triangle Technologies ranked the Victoria
Secret website slowdown one of the holiday’s worst.
“Macy’s, Express, Victoria' s Secret, Williams-
Sonoma, Guess, and Newegg were among the
retailers that experienced major performance issues on
Black Friday—issues that could have been avoided with
further preparation and capacity planning. While most
websites avoided downtime, many slowed down
significantly on Black Friday, resulting in customer
abandonment and lost revenue. Just a 0.4 second

slow-down during last year’s holiday weekend (Black
Friday through Cyber Monday) cost one of our
customers over $1.3M,” it said. https://www.blue
triangletech.com/performance-insider/black-friday-
2016-fastest-slowest-ecommer ce-sites.

In a new whitepaper from Soasta entitled 2016
Holiday Retail Insights Report, the website consultant
company states. “Just a 1-second slowdown (from 2 to
3 seconds) resulted in an amost 8% increase in bounce
rate, while a 5-second slowdown (from 2 to 7 sec-
onds) resulted in a 42% increase in bounce rate.”

* k%

Amazon seeks “patents for hitchhiking drones,
mini-drones that can sit on shoulders, drones that
assemble themselves like Lego toys — and now drones
that flip their wings to go from vertical to horizontal
flight.” Geek Wire reports that the foldable wing drone
would be ableto fly vertically like a helicopter or
horizontally like aplane, as needed. http: //www.geek
wire.com/2017/amazons-latest-dr one-patent-featur es-
foldable-wings-flippable-flight/.

* k%

The National Retail Federation has elected Mindy
Grossman, the CEO of HSN!, to serve as elected
chairman of the trade association’s board of directors.
Her two-year term begins at the conclusion of the term
of outgoing chairman Kip Tindell, co-founder and
chairman of the Container Store. POLITICO Influence
Newsletter (Jan. 17, 2017).

* k%

POLITICO’s Influence Newsletter (Jan. 17,
2017) also reports that United Parcel Service, Inc.
joined Chevron, JPMorgan Chase, Bank of America,
Deloitte and AT& T in making a“six- and seven-
figure contribution[] to the inauguration. It cited a
report from The New York Times' Nicholas Fandos.
Donors bought event packages ranging from $25,000
to $1 million to attend events like alunchtime
reception hosted by incoming White House chief of
staff Reince Priebus, a public concert featuring
artists like Toby Keith and 3 Doors Down and aVIP
ticketed inaugural ball. “’ Thisis nothing short of
selling access to the president, the vice president and
the cabinet,” said Craig Holman, aregistered lobbyist
for Public Citizen.”




Business ManLErs Review — January 30, 2017

Calling All UAVs... (cont. from page 1)

enforcement officials to obtain a search warrant before
using a drone to conduct air surveillance. Route Fifty
also reports that “ 18 states have passed laws requiring
police to obtain a search warrant before using a drone
for surveillance.”
Raising Big Bucks

Theincentive to work out these open questions

seems pressing. Flirtey, the drone contractor behind the

7-Elevenisraising fundsto develop its expertisein drone

delivery. Already it hasraised $16 million. Menlo
Venturesis one of the new investorsin Flirtey. Its
Managing Director Mark A. Siegel said that hisfirm
invested because Flirtey is*aready leading the drone
delivery sector and has thus far successfully navigated
emerging drone regul atory requirements. ‘ People will be
very surprised when they find out real thisis,” hetold
TechCrunch. ‘ The regulatory environment will benefit
those companies with most flight hours and safest track
records.”” http://www.retaildive.com/news/flirtey-
lands-16m-in-new-funding-to-feed-drone-delivery-
ambitions/434386/. TechCrunch aready calls Flirtey
“the next-gen UPS.” https://techcrunch.com/2017/01/
18/drone-delivery-startup-flirtey-raises-16-million-
to-become-a-next-gen-ups/.

The future’ s fast delivery service aready has a
place in history, too. TechCrunch reports that Flirtey
has already “land[ed] one of itsdronesin the
Smithsonian’ s National Air and Space Museum, a
milestone that CEO Matthew Sweeny calls a
‘kittyhawk’ moment for the startup.”

Neurala a software and services company that

helpsbring artificial intelligence (Al) to drones, robots,
cars, and consumer electronics, has announced a $14
million series A funding round led by Pelion Ventures,
with participation from others, reports VentureBeat.
com. http://venturebeat.com/2017/01/17/brains-for-
bots-deep-learning-startup-neurala-raises-14-
million/.

Neurala works on software that enables autono-
mous machines to function without ahuman driver,
whether the vehicleis atoy or a car. Such self-
directed technol ogies need to be able to inspect their
environment, make decisions, navigate obstacles, and
return to where they are supposed to be. Neurala
hopesto stand out in precisely this manner. It currently
claims customers across a broad range of applications,
and counts U.S. Air Force, Motorola Solutions, Parrot,
and Teal Drones as clients.

Neurala has constructed an Al neural network
that mimicsthe human brain with computer vision
capabilities, too. The network works offline, without
internet or server access. Unlike Flirtey, which has
been running tests with 7-Eleven, Neurala has been
running tests with NASA. Neuralawon a $250,000
grant from NASA to “commercialize autonomous
navigation, object recognition, and obstacleavoidance
technology in ground robots and drones.” If ahighly
maneuverable drone can respond in real time to
obstaclesin the air and on the ground, it will move
automation from the pushing of one package from one
place to another to managing afleet of its own. How
long will it be before UAV s answer consumers’ calls?

U.S. Jobs Going to Robots

Driverless cars and pilotless drones could soon
become the U.S. worker’s chief competition for well
paid jobs. People and technology will haveto learnto
work together once that begins, according to a new
McKinsey Global Institute report. The report, which
used scenario modeling, predicts physical tasks“in highly
structured and predictable environments, aswell as data
collection and processing” will lead in the adoption of
new automation technologies. That may seem like a
narrowly focused transition, but M cKinsey points out
that those jobs make up alittle over half of activitiesin
theeconomy, accounting for almost $2.7 trillionin
wages. Moreover, that surge in automation isjust the
start of task replacement. Instead of creating aripplein

U.S. employment, automationislikely to havea
tremendous effect on employment and wages as parts
of human jobs are assigned to machines.
Task Reassignment

McKinsey expects automation to make an
increasing number of incursionsin the short-term.
Based on the company’ s scenario modeling, it expects
automation toraise productivity growth globally by 0.8
to 1.4% annually. Automation hasthe potential for
making blue collar and white collar workers redundant.
While only about 5% of jobs could be performed
entirely by automation, portions of many other occupa-
tions could be performed by machines. Automation that
replaces human effort for some, but not al, daily
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activities could result in asavings of about another $16
trillioninwages.
Skill Acquisition

To keep their incomes when their jobs disappear,
U.S. workerswill have to develop new and more
sophisticated skillstowork alongsidetheir Al, machine,
and robotic replacements. Those who fail to learn more
complex skillswill, in effect, be replaced instead of
learning to work with the machines. This challenge
means that most people will have to work with smart
machinesto continue in employment. As McKinsey
explainsonitswebsite, “ Automation will changethe
daily work activities of everyone, from miners and
landscapers to commercial bankers, fashion designers,
welders, and CEOs.”

Projected Timeline

Thetimeline for such significant change hasyet to

be pinned down by McKinsey’s scenario anaysis. Its

“scenarios suggest that half of today’ swork activities
could be automated by 2055, but this could happen up to
20 yearsearlier or later depending on variousfactors, in
addition to other economic conditions.” http://
www.mcekinsey.conmv/global -themes/digital-disruption/
har nessing-automation-for-a-future-that-works.

Automation already isonlineinfieldsrelating to
the postal industry. Machines stock shelves and draw
merchandise from inventory. They assemble packages
for shipping. They sort packagesfor delivery to
consumers. Driverless and self-driving vehicles are
being tested to convey packages on our roads. Drones
and squat robots are being tested for delivery to
consumers' doors. Bots respond to consumer ques-
tions and concerns. Computer software calcul ates the
metrics of success. Workers are increasingly finding
themselvesin need of new skillsto maintain their value
and relevance in a modern workplace.

Fast is a Moving Target

Fast isamoving target in aworld in which consum-

ers want what they want when they want it. “Less than
half of consumers now deem three-day delivery ‘fast,””
explains Rob Taylor, CEO of Convey, in anew com-
mentary posted on Internet Retailer.

As one octogenarian recently complained after
watching airline passengers crowd around an outlet

where they could recharge their devices, “In my day, we

went to the airport and we waited!”

Taylor explains that no one waits if he or she can
help it. “Asfast as you can tap afinger on a Buy button,
any item can now be yours. Shoppers' definition of ‘fast’
israpidly changing. We now liveinamobile, one-click
world where shoppers expect immediacy, great service,
fast delivery, responsiveness and transparency.”

Taylor blames Amazon.com Inc. for the latest
ratcheting up of impatiencefor gratification. “ Amazon
trail-blazed through delivery expectations, setting the
norm for shoppers to grow more accustomed to two-day
delivery. This hasleft shoppers less and lessimpressed
by shipmentsthat take any longer to arrive on their
doorsteps. In fact, according to a recent consumer
survey by Deloitte, just 42 percent of consumers charac-
terize three- to four-day shipping as ‘fast’—down 21
percentage pointsin just one year,” he says.

Keeping up with an Amazon can be costly and, for
some ecommerce businesses, it isimpossible. As Taylor
explainsit: “ There are tens of millions of packagesin
transit today across parcel, LTL and white glove. Based
on Convey’sanalysis, approximately 10 percent of those
packages are in some form of distress at any given time.

This distress most often comes in the form of package
delays, damages, addressissues or missed delivery
attempts. The fact that a shipment isin distressis
mostly unknown to both the retailer and customer.
That'smultiplemillions of shipments, per day, that are
leading to poor customer experiences and churn for
the retailer.”

By the time the packages' distressis brought to
the attention of its seller, the sale may be unravelling—a
result that frustrates the retailer and the consumer.
According to Taylor (who is not an unbiased observer
of the phenomenon), “ Starting with Thanksgiving, we' ve
seen the percentage of shipments with carrier-reported
issues steadily creep up from 7.6 percent the week of
Thanksgiving to a peak of 12.5 percent on December
11th. As of December 22nd, on-time rates hit an al-
season low, with only 74.3% of parcel shipmentsbeing
delivered on time (meaning delivery occurs either on or
before the carrier-provided estimated delivery date)
with only afew daysto go before Christmas. Based on
carrier data missed delivery attempts were the largest
contributor to thisspikefollowed by delays, both
wesather-related and otherwise."

"Anincreasein negative delivery feedback only
validates that these missed expectations are indeed
disappointing shoppersand affecting loyalty. Infact,
the number one customer complaint, representing 40%
of al negative feedback in the final week before
Christmas, was delays,” Taylor said

Taylor recommends various strategies for
retailersstruggling to maintain customers' loyalty
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during times when fast is not fast enough. As he explains
it, “the most important thing retailers can do to appease
speed-hungry shoppersisto ensure they set the right
delivery time expectations and offer avariety of delivery

options.” Read Taylor'stips for managing consumers
expectations at https://www.inter netretailer.comv/
commentary/2017/01/03/4-delivery-tips-satisfying-
impatient-online-shoppers.

Growing the EMV Adoption Rate

Inits November 2016 monthly EMV update, Visa
stated that chip-enabled merchants now account for 46%
of the company’ sin-store payment volume. Visa had
over 800 million chip-on-chiptransactionsin November,
up 359% over the same period last year (SPLY).

EMV chip cards—devel oped to lower in-store
credit card fraud—have been adopted at a slow rate as
merchants have had to acquire new equipment for
processing them, customers have responded poorly at
times because the cards are slower to process at check-
out, and because merchants and customers seemed slow
to seethe cards' utility.

The new data suggests that resistance may have
abated and EMYV rollout penetration in the US may have
improved. Some also speculate that the trends for Visa
may be indicative of penetration for the other major card
issuers.

* A Visasurvey found that 35% of consumers, the
highest percentage in the survey, believe chip cards are
the safest way to pay for goods. This suggests that the
slowness of inserting cardsinstead of swiping them has
becomelesssignificant.

» While only 38% of U.S. storefronts now accept the
EMV chip card, most merchants accept it. One market
segment in which adoption ratesremain quite low isthe
gas station. The banks have extended their deadlines for
adoption, reducing the pressure for these storefronts to
change out their credit card processing equipment.

EMV cards are being rolled out with an embedded
microchip for added security. The microchip carries out

real-time risk assessments on a person’s card pur-
chase activity based on the card user’s profile. The
chip also generates dynamic cryptograms when the
card isinserted into a payment terminal. Because
these cryptograms change with every purchase, it
makes it difficult for fraudsters to make counterfeit
cards that can be used for in-store transactions.

Until adoptioniscompleted, in-store purchases
remain vulnerable to counterfeiting of cards and other
fraud.

Meanwhile, card-not-present fraud continuesto
grow. ACI Worldwide, an electronic payments services
company, reportsthat the 2016 holiday shopping season
saw a31% year-over-year increase in global fraudulent
purchase attempts. The rate of fraudulent transaction
attempts spiked on Christmas Eve and express shipping
cutoff days. A spokesperson for ACI said the data came
most heavily from the U.S. market.

According to ACI, the fraud-attempt rate was
calculated by identifying several scenarios, including
when transaction data was confirmed as fraudulent by
a merchant, when the transaction data matched a
record in ACI’s database that tracks reports of
chargebacks (where a payment card provider requires
amerchant to refund a criminal transaction), credit
card numberssold onlinein underground criminal
forums or reports of fraud by an issuer.

Analysts predict the card-not-present fraud will
continue to grow as the EMV cards reduce opportuni-
tiesfor fraud from counterfeiting of cards.

Disappointment with BOPIS

Morethan half (57.5%) of al shoppers buy online
and pick up in astore (BOPIS). Sadly, only 31.6%
describe it as being a smooth process, according to a new
report from omnichannel retail management software
vendor iVend Retail.

North American shoppers want to see improvements
whenit comestofulfilling onlineordersin-store.iVend
Retall’ sGreat Omnichannel Expectations2016-2017
Shopper Survey Report details answers collected in October
from 1000 shoppersthroughout North America—75% in the
United States and 25% in Canada—and found 31.6% of
those shoppersfind picking up online ordersin-storeto bea
smooth process.

Of the shoppers using BOPIS, 65.3% of those
consumers said they did so to avoid shipping costs.
Other incentives included convenience (29.2%) and
ease of returning the product instantly if it failsto
meet their expectations (23.5%).

iVend found that shoppers hope retailerswill
offer amoredigitally connected in-store shopping
experience, with nearly half (46.4%) saying they want
retailersto offer free in-store Wi-Fi and 33.5% saying
they want personalized promotions delivered on their
phones as soon as they walk into a store.

The survey also found:

* 36.9% of consumers say kiosksor digital help desks



BusiNness MAamLErs Review — January 30, 2017

would improvein-store experiences.
* 36.5% research a product after purchase to determine
if they got the best price.

* 50.5%, feel equally rewarded with loyalty rewards
online and in-store compared with 40.3% who felt that
way last year.

Trump Could Affect Global Commerce

New U.S. President Donald Trump has withdrawn
the U.S. from participation in the U.S.-led twelve-nation
Trans-Pacific Partnership (TPP) trade agreement that was
set to cover 40% of the world’ s economic output. The TPP
had as its purpose degpening economic ties between its
member countries, which were Japan, Maaysa, Vietnam,
Singapore, Brunel, Australia, New Zedland, Canada,
Mexico, Chile, and Peru. Member nations are now looking
at the possihility of a“Minus One Agreement.”

Chinacould offer itself asaparticipant in such a
revised trade agreement. Chinawas left out of the original
TPP deal. Whether or not it joins the Minus One Agree-
ment, analysts expect it to negotiate its own regiona trade
pacts. China aready has suggested a Free Trade Area of
the AsiaPecific and is supportive of the Regional Com-
prehensive Economic Partnership, which could see afree
trade deal between countriesincluding Australia, China,
India, Japan, South Korea, and New Zealand.

The BBC reported that Chinese president Xi
Jinping defended free trade at the World Economic
Forum in Davoslast week, saying “protectionism was
akin to ‘locking oneself in adark room.”” http://Amwww.
bbc.com/news/business-3872580.

POLITICO Pro’'s Doug Palmer said in the PO-
LITICO Jan. 24, 2017 Money Newdletter that: “Withdraw-
ing from TPP - which includes adozen countries on the
Pecific Rim - meansgiving up potential agricultura export
gainsin Japan, Vietnam and other markets that the Ameri-
can Farm Bureau Federation has estimated to be worth
more than $5 billion annualy. It aso threatens current U.S.
exports because many of the TPP members are dready in

talkswith Chinaon arival agreement known asthe
Regiona Comprehensive Economic Partnership. Those
countries could achieve tariff advantages that makeit
harder for U.S. manufacturers and farmers to compete.”

Internet Retailer recently reported that China
was in the process of relaxing certain government
restrictions onimported goods bought onlineto meet
the growing demand among Chinese consumers for
foreigngoods.

Thearticleexplainsthat, in April of 2016, China
lowered the import tax for goods purchased in small
guantities from foreign websites, in most cases making
such goods more affordable for China’s middle-class
consumers. “According to research firm iResearch,
cross-border e-commerce imports into China grew
about 30%to 1.25trillionyuan ($182billion) in2016
and will grow at asimilar pacein 2017, with retail
purchases accounting for most of those transactions.”
https: //www.inter netretailer.com/2017/01/19/
foreign-brands-enter-china-thr ough-e-commer ce.

The Chinese experience could preview the
effects of protectionism in the U.S. Middleincome
consumers may want othersto buy American, but,
when that preference is effectuated by imposition of
tariffs onimports, those same middle-income consum-
ersfind themselves unable to buy itemsthat cost too
dearly when built at home or abroad. The Chinese
reaction to the U.S.” s withdrawal from the TPP could
create avacuum that the country will happily fill in
enhancing marketsfor its goodsin the Pacific region.

Holiday Hangovers

A negative campaign, a surprise election result,
and the continuation of political turmoil did not de-
press holiday spending. Instead, consumers expressed
their optimism by shopping—especially online. Asa
result, ecommerce revenues increased by 11% over
2015, according to Adobe Digital Insights. First Data
Corp’s Holiday 2016 SpendTrend report showed
online transactions grew by 12% year-over-year.
Retailers were less pleased with their results.

Hereisatally of holiday data showing the various
metricsfor the holiday season:

Spending Rose

* First Data Corp’ s Holiday 2016 SpendTrend report
showed an overall 4.7% year-over-year increase in
combined onlineand brick-and-mortar consumer
purchasing for the 2016 holiday season, up from a
1.8% increase in 2015. These percentages apply to
credit card transactions only.

OnlineSpendingUp
* A total of 21.3% of al holiday spending was con-
ducted onlinein 2016, compared to 15.4%in 2015,
according to First Data Corp.
« Between Nov. 1 and Dec. 31 shoppers spent $91.7
billiononline, accordingto AdobeDigital Insights.
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Eighty-six percent of the revenues came between
November 1 and December 20. Slice Intelligence
reported that consumers spent 48% of their total
holiday spending in the month of November.
 During November and December, 57 out of 61 days
produced over $1 billion in ecommerce sales.
* From November 1 through Cyber Monday, Amazon
commanded 33% of ecommerce. It represented 44%
of ecommerce Dec. 15 through Dec. 25. Its share of
the season was 38%, roughly the same asin 2015.
Amazon’sDeliveries
* The number of merchants using Fulfillment by
Amazon increased by 70% in 2016 and Amazon
delivered morethan 2 billion packagesfor independent
merchants, more than doubleits 2015 deliveries.
*Over 1 billion Primeand Fulfillment by Amazonitems
shipped globally during the 2016 holiday season.
Desktops Led Mobile
* Fifty percent of website visits during November to
December came from desktop computers and the
desktop share of sales was 69%.
» Fifty percent of holiday website visits came from
mobil e devices—41% from smartphones and nine
percent from tablets.

* Thirty-one percent of total holiday purchases came
from mobile devices, mostly smartphones.
» Mobile ecommerce accounted for $28.4 billion in sales,
a 23% increase over 2015.
» Smartphonescontributed $19.3 billion, whiletablets
droveonly $9.2billioninsales.

Department StoresL ag
* Overal, brick-and-mortar stores saw sales growth of
1.6% year-over-year but department stores suffered a
4.8% decline from 2015. Only the western states showed
growth in physical stores sales with a4.8% increase.
* At the beginning of 2017, women’'s apparel chain The
Limited announced that it will close al of its 250 stores.
* Sears Holdings Corp., owner of Sears and Kmart
stores, reported a 12% drop in same-store holiday sales
and will close 150 stores. Analysts predict that the Sears
brand faces serious challengesin 2017, including a
possi blebankruptcy filing.
* Macy’sreported a 2.1% drop in holiday same-store
sales year-over-year and announced over 10,000 em-
ployee layoffs and sixty-eight store closures.
» Kohl's saw a 2% drop year-over-year.
http://www.practi cal ecommer ce.com/articles/132707-
2016-Holiday-Ecommer ce-Wrap-up.

Fulfilling its Amazonian Dreams

Amazon.com Inc. will expand itsU.S. fulfillment
center network in 2017 to 2018 by adding 100,000 full-
time employeeby mid-2018 and opening morefulfill-
ment centers.

Amazonwill buildal.2 million square-foot
facility in North East, Md., close to both Philadel -
phiaand Baltimore. It will build a1 million square-
foot facility in Coppell, Tex., aDallas suburb that
will be the third such facility in the area. Thisthird
Coppell facility is expected to be one of Amazon's
|atest-generation fulfillment centers where robots,
vision systems, and other high-end technologies
speed up order deliveries. A 1 million square-foot
facility isplanned for Jacksonville, Fla. The com-
pany alsowill openal million-square-foot fulfill-
ment center in Aurora, Colo.

Already underway isathird fulfillment center in
Houston. Thefirst opened in 2013, and the second in
the fourth quarter of 2016. The newest fulfillment
center in Houston isin construction now.

Amazon added twenty-six fulfillment centersin
2016, according to Brian Olsavsky, Amazon’s chief
financial officer. https://www.internetretailer.com/
2017/01/19/amazon-adds-mor e-ful fillment.

The company hopesto one day bein position to
expand its network without aland grab. In December,
reports surfaced of an Amazon plan to float massive
airborne warehouses over our cities and deploy a
network of delivery drones to make deliveries from those
warehouses.

USA Today reports that Amazon received a patent
for an “airborne fulfillment center.” The application was
submitted to the U.S. Patent and Trademark Officein
2014 and approved in April, but it wasfirst revealed by
CB Insights analyst Zoe L eavitt.

Illustrationsin the filing show awarehouse carried
by alargeairship, which would remain at high altitudes
as drones fly back and forth between the warehouse and
nearby shipping destinations.

According to Manufacturing Business Tech-
nology Magazine: “The system could also be de-
ployed at sporting events or other large gatherings to
help meet similar demands from thousands of people,
or it could transport cargo or even people between
Amazon’ sground-level distribution centers. At lower
altitudes, the airship could also serve as a floating
billboard.” https://mww.mbtmag.com/news/2017/01/
amazon-patent-shows-airborne-fulfillment-center.
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FedEx Corporation will promote David Bronczek
to the role of the president and chief operating officer
nearly ayear earlier than anticipated. He will take the
new role on Feb. 1. Bronczek has been president and
CEO of FedEx Express, the air cargo subsidiary of
FedEx, since 2000. His promotion was first an-
nounced in September, to be effective Jan. 1, 2018.
The chief operating officer is a new position at FedEx
and analysts have said this promotion puts Bronczek in
competition to succeed founder and CEO Fred Smith.

Smith announced the change in a public state-
ment: “While this was announced last September,
substantial progressin integrating the TNT acquisition
into FedEx Express now allows us to accelerate Dave's
promotion by 11 months in advance of fiscal year
2018. Heisuniquely qualified to take on the position of
president and chief operating officer.” Bronczek’s
current position at FedEx Express goes to David
Cunningham, previously the regional president of the
Asia Pacific Region and most recently executive vice
president and chief operating officer of FedEx Express.

Data breachesinvolving hospitals have been the
latest hot topic in data security. A “cybersecurity breach”
at athird-party vendor is being described as having
compromised the information of over 5450 vascular and
thoracic patients at Virginia-located Sentara Martha
Jefferson Hospital, The Associated Press (AP) reported.
The breach may include names, medical record numbers,
dates of birth, Socia Security numbers, procedure
information, demographic information, and medications,
APsaid. http:/Amww.nextgov.comycyber security/
threatwatch/2017/01/misplaced-data-accidentally-

|eaked-credential /2778/?oref=threatwatch_nl.

On Jan. 20—a “huge” news day for other
reasons—news broke of more breaches involving
hospitals. Catholic Charities of Baltimore, Complete
Wellness (also in Baltimore), The Center for Mental
Health in Montana, Wonderful Center for Health
Innovation in California, and American Urgent Care
Center, PSC in Kentucky made announcements of
failures in data protection. Read more at https://
www.databr eaches.net/five-breaches-involving-
health-data-disclosed-in-one-day/.

On-demand delivery companies Postmates and
DoorDash are set to start pilot tests of driverless
delivery robots from startup Starship Technologiesin
Redwood City, Cal. and Washington D.C., according to
TechCrunch. The robots are squat six-whedl delivery
robots that can carry up to aforty pound load and
travel at up to four miles per hour over short distances
along sidewalks or streets. Humans pilot the Starship
robots through a fleet management application, sup-
ported by computer vision and street map data to travel
their delivery routes. According to Retail Dive:

“Starship’ ssmdll, relatively dow-moving vehicles
present an interesting counterpoint to airborne delivery
drones. These robots still need regulatory permission to
operate, but wouldn’t be subject to more restrictive air
transport regulations, and they would appear to be an
overdl safer aternative to drones.” http://

www.r etai | dive.com/news/postmates-door dash-testing-
starships-squat-delivery-robot/434281/.

The United States Postal Service 2017 price
changes took effect Sunday, Jan. 22, 2017. Little
was said about the increase.
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