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Customer Centricity




Trends in Retail

Product-Centricity =y - Customer-Centricity
Type of Store Brand of Store

Price Value

Broad Assortment Relevant Assortment
Friendly Helpful/Knowledgeable

Clean Pleasant/Comfortable
Location Convenience
Merchandising Segmentation
Shopping Task Shopping Experience
Satisfaction Loyalty
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Example: Best Buy

The basis of the Customer-Centricity program was to identify
five initial customer segments representing:

a. Significant growth opportunities, and
b. The most profitable customers they currently serve

The five initial segments included:

The affluent professional CRNBuyer
The Essential Guide for CRM System Purchasers
Th e focused J aCtlve b yo u n g e r CRM Buyer > Strategy | Read Next Article in Strategy
male customer e e D s e A e e PP
The fam I Iy m an By Martin Middlewood

CRM Buyer

05/07/04 2:41 PM PT

The busy suburban mom B | oy e e st
The small business customer

appears to me that the 'buy what we have in stock'

Whether it is CDs or refrigeratars, megaretailer Best Buy {(NYSE: BBY) Q beliewes it
software and home appliances. And it wants customers to keep buying by putting t
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Example: Amazon.com

- Customer-centricity involves “starting with the mind of
customers and working backward in the supply chain”

- Examples include:
Recommendations off the home page
M i ke ? S Sto re B Amazon.com recommends Canon Digital Rebel XT BMP Digital SLR Camera with EF-5 18-55... [2][E][K]

I Fle Edt Wiew Insert Format  Tools  Actions  Help

Email recommendations B

Ta: Mike Reynolds
e
Subject:  Amazon.com recommends Canon Digital Rebel XT 8MP Digital SLR. Camera with EF-S 18-55mm F3,5-5.6 Lens (Black) and more

Profile page s

Wl S h I |St amazoncom Recommended for You

and you're done.’

Mike Reynolds, Amazon.com has new recommendations for you based on items you

G ift I ist purchased ar told us you own,

C USTOMER
JoYaLTY
STRATEGY

Canon Digital Rebel XT Customer Loyalty: How Blue Ocean Strategy:
8MP Digital SLR Camera fto Earn It, How to Keep How to Create
with EF-5 18-55mm It, New and Revised Uncontested Market
f3.5-5.6 Lens (Black) Edition Space and Make
Competition Irrelevant

b See More Recommendations
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Example: Enterprise Rent-A-Car

Promoting branches to satisfy customers to the point where
they would give top ratings was a "key driver of profitable
growth" since those people had a high likelihood of repeat
business and of recommendations

- Ranked highest on a customer satisfaction survey by J.D.
Power and Associates released in November 2005.

— It was Enterprise's second-consecutive and sixth time in seven
years to top the list

— Enterprise received the best ratings for
overall satisfaction, reservation, pickup |, WoYemsinARow
process, rental car, shuttle bus/van, | —

return process and rates/value. Buy a Car | Vebicle in the Shop?
We can help

Uzed Car Deals Learn More

Enterprise ranked
“Highest In Rental Car
Customer Satisfaction,
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Example: JetBlue

- Created a major airline in three years
— 99% completion (of scheduled flights) rate

— Higher occupancy than any of its competitors
— Delighted customers (and a willingness to "fire" customers who

themselves are rude or crude)

- JetBlue Airways topped all airlines for customer satisfaction
In 2006, according to JD Power’s A P

‘ Dear New York
S Presenting The Story Booth.

’ il A place where you can tell us
your favorite JetBlue moment
of all time. There's nothing we
love more than hearing a good
story. You tatk. We listen
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http://www.rm116.com/.shared/image.html?/photos/uncategorized/dscf1365crop.jpg

Not All Customers Are Created Equal

The top 20%
generate 80%o
of the profits

The bottom 30%b
eat up half the
profits generated by
the others

)
o
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Source: The Loyalty Guide 2004
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Relationship Marketing

A focused marketing initiative

to develop lasting relationships with “best™
customers to maximize profitable behavior.

Relationship Marketing uses customer
segmentation and insights to drive marketing
strategy and the execution of relevant,
personalized dialog with targeted customers
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The Relationship Marketing Journey

“Relationship Marketing uses the event-driven
tactics of customer retention marketing, but
treats marketing as a process over time rather
than single unconnected events.”

Present
Value

A

A /
Future Value
= 4
. i
yamy s> 2
/| o /:*
/ \9&\
g ® 4 Future Val
§ § / uture value
/;6 “By molding the marketing message and tactics to
" the LifeCycle of the customer, the Relationship
Future Value Marketing approach achieves very high customer
Source: Jim Novo satisfaction and is highly profitable.”
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Step 1 - Get Customers Talking

Leverage existing promotions and interactions to establish
a dialog with consumers

Tactics:
— Mail-in and Online Rebates
— Interactive Promotions

- Online Games

- Online Sweepstakes
- Interactive Contests and Instant Win

Newsletters and Surveys
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Step 2 - Communication and Offers

Motivate customer behavior

Tactics:
— Customer Segmentation

— Targeted Marketing
- E-Mail marketing
- Triggered marketing

Cross-Sell
- Leverage attitudinal AND behavioral data

- Offers for products that are:
— Valued by the consumer
—  Timely
— Relevant
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Communication and Offer Maximization

Response Rate Learning

~ Right Time

Right Message

Right Individual

2x lift

20% lift

Static Personalized Highly Relevant
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Step 3 - Maximize Customer Loyalty

Leverage insights gained to drive loyalty

Tactics:
Rank customers by level of loyalty
Refine personalized marketing efforts

Make the right product offer to the right loyal customer
without them having to ask, e.g.:

- Completing a solution set (Consumer Electronics)

- Did you know (Sporting Goods, Packaged Goods)

- Advocacy and Referral (All Retail)
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Mary buys a new
receiver and gets
her jazz CDs

CE Superstore learns
Mary likes Jazz music

Submits on-line rebate . and may be
form, and enters on-line interested in a new
sweepstake for a Samsung Receiver
HDTV including opt-in

Purchases a Mary takes Mary is sent a
Samsung Digital survey and personalized offer to
Camera at receives $10 off receive 5 jazz CDs
CE Superstore next purchase with purchase of a

new receiver
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Parago Retail Research

Willingness to personal information if provided an incentive
or sweepstakes entry

Source: The Parago 2006 Retail Consumer Research Report ©2006
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Parago Retail Research

Shoppers who are more likely to shop at a store that
offered special promotions and coupons "just for me."

Source: The Parago 2006 Retail Consumer Research Report ©2006
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Parago Retail Research

Willingness to provide
personal information if it
resulted in more personalized
communications and offers

20% 40%

Willingness to provide email
address to retailer if asked.

20% 40%
Source: The Parago 2006 Retail Consumer Research Report ©2006
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summary

Retailers must embrace customer centricity to keep up with
competition

Relationship Marketing technigues will optimize marketing
spend and maximize profitable shopper behavior

Research shows shoppers are willing provide personal
Information and engage in communication if it is valuable to
them - so take advantage of the opportunity

For a copy of Parago’s 2006 Retail Consumer Research Report
Please send a request to: mike.reynolds@parago.com
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