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    Let’s get 
phygital
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ven if the word “phygital” is new to you, 
you’ve probably experienced it before. 
From QR codes on restaurant tables to the 
touchscreens of ticket machines at train 

stations, “phygital” (“physical” + “digital”) solutions 
refer to the combination of offline and online expe-
riences. The ways in which consumers like to interact 
with businesses is diverging — some prefer digital 
applications in certain cases; others are happier when 
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talking to a human employee. Businesses need a 
range of options to meet their customers’ needs.

A good example comes from the banking sector. 
Despite the popularity of online banking services, 
banks often face an angry backlash when they close 
branches and restrict personal interactions with their 
customers. A 2021 report by the US fintech compa-
ny MX Technologies found that “Baby Boomers 
were far more likely to visit a physical branch than 

Business Spotlight  10/2024 TRENDS



25 25 

Virtual tours — 
estate agents now 
have more ways of 

showing houses

“It’s not about  
replacing one channel  

with another”

Millennials or Gen Z, and they were also more likely to join a 
bank based on in-person experiences over digital offerings.” For 
something as complex as personal finance, however, consum-
ers cannot be divided simply along generational lines. There 
are plenty of cases in which younger customers also prefer 
face-to-face communication.

Not one or the other
Phygital solutions help to eliminate friction points between 
online and offline interactions. “It’s essential for businesses to 
recognize that phygital is not about replacing one channel with 
another,” Annik Meulemans, a Brussels-based digital-transfor-
mation consultant at The Birdwing, told Business Spotlight.“It’s 
about leveraging the strengths of physical and digital experi-
ences to create a more compelling and memorable customer 
experience.”

This might involve the use of spectacular real-world visuals to 
impress consumers and get them to post photos on social media. 
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Many retailers, for example, use such out-of-home (OOH) 
advertising methods — basically, publicity campaigns in public 
spaces. While these campaigns aim to encourage digital brand 
engagement, they allow businesses to expand beyond their 
customer base, bringing more people into contact with their 
products, both online and offline.

In other cases, phygital solutions are more practical, easy-to-
use features that help customers get things done. Augmented 
reality (AR) wayfinding features, used as a store navigation tool, 
are an example of this. A customer looking for a specific product 
in a large outlet can be guided towards it by their own phone. 
This can be very targeted, rather than simply pointing someone 
in the general direction. It reduces costs and frees up in-store 
employees for other tasks. Businesses may also gain new da-
ta-driven insights into customer behaviour, allowing them to 
optimize their activities and resource allocation.

Disadvantages of going digital only
Of course, there are many use cases in which digital technology 
can go only so far, as the tangible experience is too important. 
Many consumers will not be prepared to buy an expensive 
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couch, for example, without having had the chance to sit on it 
first. However, AR and other digital technology can help cus-
tomers see what the same couch might look like in their own 
living room.

Physical interactions and spaces help to build emotional 
connections and create a sense of community. This can be very 
important for customer loyalty. According to a 2021 neuroscien-
tific study published by Frontiers in Psychology, “[...]touch is a sense 
that should be maintained in retail strategies because it is able 
to provide the consumers [with] a full and complete cognitive 
experience of the product, even when other senses are absent 
or temporarily isolated.” 

Touch, smell and taste are obviously difficult to achieve in a 
virtual environment. In e-commerce, in the absence of free post-
al samples, buyers and sellers are relying entirely on visuals (and, 
sometimes, audio). However, more sophisticated phygital solu-
tions are being developed to expand the range of sensory expe-
riences that are possible. The company AirParfum, for example, 
demonstrated the potential of digital olfactory experiences at 
the 2023 Mobile World Capital, in Barcelona, Spain. The technol-
ogy combined a personalized on-screen avatar of the customer 
with a device that releases various fragrances, allowing visitors 
the chance to experience the smells of iconic locations of the city, 
including Park Güell or Las Ramblas.

AirParfum’s technology is being used to create digital sen-
sory experiences in retail spaces, such as perfume shops and 
even the Prado art musuem, in Madrid. The idea of enhancing 
a visual digital experience with fragrance is itself not new, but 
AI and other technological improvements are making it a more 
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practical and viable option for marketers. It could easily become 
mainstream in the future, adding a whole new dimension to the 
customer journey.

Planning the road ahead 
Phygital solutions have benefits as well as challenges —par-
ticularly if the exact purpose, the added value and the neces-
sary strategy have not been carefully considered. “Bridging 
the gap between physical and digital experiences requires the 
integration of different systems, processes and data sources,” 
Meulemans says. “Businesses need to invest in technology in-
frastructure that can support real-time data exchange and enable 
seamless customer interactions across channels.”

By tracking consumer preferences, businesses can tailor their 
services to specific needs, encouraging customers to come back. 
However, when businesses save information about consumer 
habits, they must manage data privacy and security carefully. 
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Sophisticated phygital 
solutions expand the range 

of sensory experiences

SECTOR-SPECIFIC 
PHYGITAL SOLUTIONS

• Educational holograms: Holograms 
make it easier for learners to picture 
abstract ideas.

• In-store interactive screens: 
Customers can use touchscreen 
devices to personalize their ex-
perience when selecting skincare 
products or glasses, for example.

• Virtual prototyping: This practice 
allows engineers to make and view 
virtual versions of products online 
without making a physical model.

• Augmented reality (AR) 
maintenance: Repairing machines 
is easier when graphics and expla-
nations are available at the touch of 
a button.

• Virtual property tours: From video 
calls to interactive 3D models and 
augmented reality (AR) images that 
can be seen when a smartphone is 
pointed at a specific area of a prop-
erty, estate agents now have many 
more ways of showcasing houses to 
potential buyers.
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“Phygital transformation involves sharing customer data be-
tween physical and digital channels, increasing the potential 
for data breaches and privacy concerns,” says Meulemans. 
“Businesses must implement robust data security measures to 
protect customer information.”

Quantifying growth
In addition to customer analytics, metrics can be used to measure 
sales performance and the effectiveness of the phygital transfor-
mation. If staff can quantify the progress these changes lead to, 
they’ll feel more motivated and open to adapting their style of 
working. “Phygital transformation requires a cultural shift with-
in the organization,” Meulemans says. “Businesses need to move 
away from siloed departments and embrace collaboration be-
tween teams responsible for physical and digital experiences.”

To advertise their services on social media, for example, an 
events company could take a collaborative approach in which the 
event organizers and the social media team work together. Live-
streams, traceable event hashtags and Instagrammable moments 
within events would help to translate the physical event into a 
digital experience. 

In the future, phygital stategies are likely to become more 
visible as businesses recognize their value. Customers can expect 
to encounter immersive reality and spatial-computing solutions 
in the coming years, as the underlying technology becomes more 
affordable. “Businesses that embrace this transformative ap-
proach will be well-positioned to thrive in the future of commerce 
and customer engagement,” Meulemans says. Those who don’t 
begin investing in phygital today may find themselves behind 
the competition later. 
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AirParfum is creating a digital fragrance experience in shops
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