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Although most food retailers collect and track customer data—the majority of
them are not effectively leveraging it. A global study conducted by CIES and
Accenture shows that although most food retailers understand the buying
patterns and preferences of shoppers, they do not understand buyer values—
or why customers select what they do. Without this information, retailers
cannot effectively allocate marketing spend to maximize the share of wallet
of their most valuable customers. To insure return on investment of loyalty
programs, and other marketing efforts, it is critical to understand the needs
behind customer behavior. The study found that only a small percentage of
respondents were generating customer data to create high-performance cus-

tomer insight.

An unprecedented amount of customer in-
formation has been collected by global
food retailers and their suppliers. Ad-
vances in technology—from the Internet
to sophisticated CRM systems—allow re-

generated through loyalty programs, web-
sites, and consumer surveys. But how ef-
fectively are retailers leveraging this
wealth of data? What are leading retailers
doing to use insight to create customer

tailers to gain insights from information innovation?

CIES—The Food Business Forum—and
Accenture conducted a study to answer
these and other questions. Marketing di-
rectors from major retailers in Asia, Eu-
rope, South America and North America
were surveyed.! Among major findings: a
full 69 percent of respondents are not ef-
fectively leveraging customer insight. Of
that 69 percent, 44 percent report that
they gather a large amount of data but
gain little customer insight from it; 25
percent “gather little customer data" at
all. Less than a third of the respondents
believe that they collect a large amount of
data and leverage it to generate signifi-
cant customer insight.



What kind of customer data do you collect/track?

Purchasing behaviors

Geopraphics

Demographics

Attitudes

Promotional responses 4800
Share of wallet 41%

Customer profitability 2500
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Figure 1: Retailers focus mainly on collecting and tracking data about
“purchasing behaviors," “geographics,” and “demographics.”

The retailers that gather and gain the
greatest insights focus on a wider range
of data—and report a higher incidence of
leveraging promotional responses, buyer
values, and customer profitability than
fellow respondents. The end result: high
performance customer insight, and the
ability to create a more innovative cus-
tomer offering.

The marketing study assessed where glob-
al food retailers are today in terms of their
ability to innovate in response to cus-
tomer needs. The study gauged how re-
tailers are currently gathering customer
information. The most popular vehicles by
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a wide margin for data collection are loy-
alty cards (70 percent) and customer sur-
veys (68 percent).

External providers were the next most
commmon source of data according to
respondants (46 percent). When asked
what kind of data retailers collected or
tracked, the three top answers were: “pur-
chasing behaviors" (86 percent); "geo-
graphics” (80 percent) and “"demograph-
ics" (76 percent). More than half of retail-
ers surveyed collect or track “customer at-
titudes” (54 percent). Bottom on the list:

nou

“promotional responses,” “share of wallet,”

and "customer profitability." (Figure 1)
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Although the food retail sector has
changed dramatically over the years—from
a mass-market approach to one that is
customer-driven—it appears that many
companies still need to strengthen their
ability to generate insights. For the pur-
pose of analyzing findings and identifying
best practices in customer insight, the
study broke retailers into three different
segments based on their response to the
question: "Which statement best describes
your current capability in creating cus-
tomer insight through data?" (Figure 2)
® "Insight Leaders" were those that re-
sponded, "We gather a large amount of
data and create a large amount of insight."
® “Data Gatherers" reported that, "We
gather a large amount of data but cre-
ate little insight.”

e "Data Laggards" were respondents who
reported, “We gather little data.”

Forty-four percent of respondents were
Data Gatherers—reporting that although
they gather significant amounts of data,
they generate little customer insight. Data
Laggards, those who gather little cus-
tomer data, comprised 25 percent of re-
spondents. Less than one-third (31 per-
cent) were Insight Leaders—and claimed
to generate a large amount of data and
significant customer insight. Retailers
continue to face pressure from both large
and small-scale specialist operations. As
this trend continues, the ability to collect
and generate customer insight will be-
come increasingly important.



Which statement best describes your current capability
in creating customer insight through data?

25%
31%

449

Figure 2: Only one-third of respondents reported leveraging
the full potential of their customer data.

Insight Leaders-"We gather a large amount of
data and create a large amount of insight”

Data Gatherers-"We gather a large amount of
data but create little insight”

Data Laggards-"We gather little data"



What kind of customer data
do you collect/track?

Promotional responses
Buyer values
Customer profitability
Geographics
Demographics

Purchasing behaviors

Difference between the answers provided by Insight Leaders
and Data Gatherers.

56%
37%
32%
6%
2%
0%
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Figure 3: Retailers in the Insight Leader group leveraged a wider
range of customer data, tracking more complex input like promo-
tional responses.

Most food retailers know the “"what" of
their customers—what they buy, purchas-
ing frequency, etc. But few know the
"why"-why shoppers choose one store or
a particular product over another, and the
information about what they value. Be-
cause most retailers track limited data,
they gain a limited view of the customer.
Although all respondents surveyed cited,

“purchasing behaviors," “geographics,”
and “"demographics” as data they either
collect or track, the companies in the In-
sight Leader group leveraged a wider
range of input than other retailers. Insight
Leader companies reported a keener inter-

est in "buyer values," "promotional re-
sponses,” and “customer profitability.”
(Figure 3) Buyer value information is par-
ticularly critical for steering marketing
campaigns—allowing retailers to better
target their efforts and maximize their
impact on customer choices. By collecting

buyer value information, Insight Leaders

can understand and respond to shoppers—
offering innovative and more effective
product assortments, promotions, store
formats, etc.

When asked, “How is customer data used
in making marketing decisions for your
brand?" the total respondent base indicat-
ed that information enables consumer
communication (78 percent), segmenta-
tion and targeting (69 percent); and allows
companies to identify trends and market-
place disruptions (62 percent). Less than
half said they used data to determine shelf
space and store layout or to create pricing
strategies. Insight Leaders however, are
leveraging information in these areas to a
greater degree than others. (Figure 4) One
possible explanation of this finding: retail
operations seldom integrate customer
marketing functions with merchandizing.
Insight Leaders may be better at sharing
customer insights across different areas.



How is customer data used in making marketing decisions for your brand? [all respondents]

To communicate with customers
To segment and target customers
To spot trends and disruptions

To create assortment

To determine shelf space and store layout

To customize assortment by store
To select location for new stores
To optimize pricing strategy

To manage inventory

Figure 4: Insight Leaders leverage
customer insight to optimize shelf
space and store layout as well as to
determine pricing strategy more
than their fellow respondents.
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Difference between the answers provided by Insight Leaders
and Data Gatheres for marketing mix elements

Pricing strategy
Shelf and store layout
Customize assortment

Define assortment
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L(l)salty programs are a m_ti'st-ha e for food re-
tailers around-the-world—but arg they-effective?
And what do they er in terms of customer
innovation? Here are key studyl.ﬂndmgs about
loyalty programs: ’f : £
e Although onaltyfprograms a\'a a critical source

of customer mfdrmatlon fopd retailers are not
necessarily Iaunchmg them to generate insight.
* Executives were asked to rank the three most
|mportant reasons for creating a loyalty pro-
gram and most gave “increase existing cus-
“tomer basket size," and "ihcrease purchase
frequency” top scores.

~ ® Nearly all respondents—92 perlcent—claim

~ that their loyalty programs have had a positi
impact on their bottom line.

e Sixty-seven percent of respondents say that
programs cost less than one percent of com-
pany revenues.

® [nsight Leaders were more likely to report
measurable increases in brand performance
along metrics like "basket size" and "purchase
frequency".

Please indicate to what extent your brand currently uses each type of
customer information for the design, management and optimization of

its loyalty program [all respondents]

Purchasing behaviors
Geographics
Socio-demographics
Promotional responses
Attitudes/buyer values

Customer profitability

-80% -60%  -40%  -20%

Figure 5: Retailers in the Insight Leader group reported using
buyer values, promotional responses and customer profitability
data to a much higher degree than others surveyed.
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Assortment

Price

Promotion

Merchandizing

Loyalty program

Services

In which of these areas would you expect more
support/added-value from manufacturers in the future?
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Co-development

Financial investments

50% 60% 70%

Data analysis

Figure 6: The study revealed that retailers expect to get more sup-

port from manufacturers in assortment, price and promotion—

mostly through data analysis but even in co-development agree-

ments and financial investment.

The retailer/manufacturer relationship—
which in the past was based solely on ne-
gotiation—must continue to evolve to be-
come predicated on collaboration. This
will enable both parties to better differen-
tiate offerings and gain market share. The
study posed the question: “In the next five
years, to what extent do you plan to share
customer information with your main in-
dustry partners—and how?" In terms of
sharing information on customer insights
with manufacturers, more than 50 percent
of all retailers surveyed are ready to share
gross customer data at the category level—
or their own analysis—with manufactur-
ers. Forty percent of executives anticipate
sharing program development or optimi-
zation decisions with their manufacturers.

Most data sharing will be done in ex-
change of a service from the manufactur-
er to the retailer. The exception: gross
customer data will be purchased by man-
ufacturers, according to retail executives
surveyed.

When the study sought to determine areas
where retailers will look for more support
from manufacturers in the coming years,
assortment, price and promotion were
three that scored high among all respon-
dents. (Figure 6) Again—this points to an
evolving relationship between retailer and
manufacturer: from one locked on negoti-
ation, to one that hinges on better collab-
oration.



Choose the value

Targeted Value
segments proposition

Buyer value market
segmentation

Value Proposition

Deliver the value

Communicate
the value

Advertising
and Promotion

Figure 7: Analyzing and evaluating a market in terms of buyer val-
ues is the most actionable way to effectively optimize all the ele-
ments of the mix to drive optimal penetration and SOW in each of

the targeted customer segment.

The food retail industry has come a long
way from the days when competition cen-
tered on price and mass-marketing appeal.
Today, high-performance retailers will be
those that can translate information into
customer insight. According to the market-
ing study, although most players are gath-
ering information, few, it seems, are gain-
ing insight from it.

Data collection is only the starting point.
Retailers need to segment consumers dif-
ferently to understand the buyer values
motivating purchases, and design their of-
ferings—including assortment, price levels,
distribution channels and customer ser-
vices—accordingly. (Figure 7) And they
need to develop new operating processes
and systems to support this more sophisti-
cated approach.

Only then will retailers have the ability to
wield information as a tool for achieving
high-performance customer insight. To
find out more about the CIES Accenture
research please contact:

Accenture

Armelle Carminati, Partner
armelle.carminati@accenture.com
+33 1 53 23 5449

Accenture

Olivier Trouvé, Associate Partner
olivier.trouve@accenture.com
+33 153235672

CIES—The Food Business Forum
Sharon Jeske

Director, Specialised Management
Programmes
s.jeske@ciesnet.com

+33 1446999 36
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CIES - The Food Business Forum is the

only independent global food business net-

work. It serves the CEOs and senior man-

agement of 175 retailer and 175 supplier

member companies, and their subsidiaries,

in over 150 countries by:

® Providing a neutral platform for
knowledge-exchange, thought-leader-
ship and networking. CIES services are
channelled through international con-
ferences, benchmarking studies, publi-
cations and tailor-made member ser-
vices. Current activities include the
Global CEO Forum, the World Food Busi-
ness Summit, the Future Leaders Pro-
gramme and the functional areas of
Marketing, Information Technology and
Supply Chain Management.

® Orchestrating positions and developing
tools on key strategic and practical
issues affecting the food business.
These top-of-mind issues are identified
by our ten retailer-led committees and
taskforces. Priority projects include the
Global Food Safety Initiative and the
Food Business in Society Initiative.

About Accenture

Accenture is a global management con-
sulting, technology services and outsourc-
ing company. Committed to delivering in-
novation, Accenture collaborates with its
clients to help them become high-perfor-
mance businesses and governments. With
deep industry and business process exper-
tise, broad global resources and a proven
track record, Accenture can mobilize the
right people, skills and technologies to
help clients improve their performance.
With approximately 100,000 people in 48
countries, the company generated net rev-
enues of US$13.67 billion for the fiscal
year ended August 31, 2004. Its home
page is www.accenture.com.

CIES - The Food Business Forum has been
growing with the food business for over 50
years. Its strength lies in the active com-
mitment of its member companies and its
privileged access to key industry players.
CIES retailer members alone generate over
$2,000 billion, employ 4.5 million people
and operate close to 600,000 stores repre-
senting a total sales area of 160 million
square metres.

' A total of 59 marketing directors—representing
hypermarkets, supermarkets, convenience stores
and discount outlets—were surveyed by
Accenture and CIES between June and August of
2004.



