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Abstract

The book outlines a practical approach to shopper marketing in order to
grow both revenue and brand equity. A story runs through the book in
the first part of each chapter, so that it is easier to connect the theory and
tools in the second part of each chapter, with a real-world scenario.

The book follows the story of the Big Beverage Company, who receive
a call from their biggest customer one afternoon asking for their help in
getting the coffee category growing again.

This sets the Big Beverage Company and their management team on
a journey from being a brand-focused business, to one that understands
how a broader emphasis on the category and its shoppers can lead to
greater growth for themselves and their retail partners.

The book contains over 300 industry and academic references as well

as numerous examples from the author’s own experience.
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Introduction

I wrote this book for a 25-year-old me. It contains things I wish I had

known when I started my career in the early 1990s.

“It is a novel approach of introducing each principle, by casting it in a
real world scenario, so that the reader can not only see the principle, but

how its implementation might actually occur in a major brand company.”

Herb Sorensen, PhD, Shopper Scientist LLC
Author: Inside the Mind of the Shopper

“A must have read for Shopper Marketers combing real life tools for mak-
ing your activities more effective as well as understanding some of the
internal hurdles that need to be overcome. Paul uses his extensive expe-
rience to provide some easy wins and processes, a truly different take on

how to become better at Shopper Marketing.”

Chris Connor, Group Head of Shopper Capability, SABMiller plc
“A comprehensive overview of shopper marketing.”

Nick Foley, President, SE Asia Pacific & Japan, Landor
“Shopper Marketing, many talk about it but few really get it. Paul does,
and in spades. Moreover in these pages he provides a clear, practical,
digestible and usable guide to doing it.”

Paolo Lanzarotti, Managing Director, Plzensky Prazdroj, a.s.
“Paul passionately brings to life the importance (and challenges) of

Shopper Understanding and Shopper Activation in today’s business

environment. His perspectives, observations and recommendations are



xiv. INTRODUCTION

clearly based on years of real-life application (not theory)—as an FMCG
business leader and “Shopper” evangelist. His assessment is grounded
and practical, and will no doubt help readers better equip themselves to

tackling the Shopper/Category opportunities.”

Jamie Knott, Category & Channel Sales Development (CCSD)
Director, NESTLE POLSKA S.A.

“The book gives a comprehensive overview of the fundamentals of shopper

marketing, and gives insight into commercial management as a whole.”

Lies Ellison-Davis, Global Director Shopper Marketing, Friesland

Campina

“Paul delivers a practical, engaging story on shopper marketing that can

be embraced by all retail and supplier business people.”

Doug Brodman, Senior Vice President Sales at Miller Brewing
Company from 2002 to 2006

“Organisational storytelling at its best! A compelling practitioner’s guide

to demystify shopper marketing.”

Tom Bradley, European Strategy Director at Bacardi



CHAPTER 1

The Key Points in This Chapter

* Without a compelling offer to the shopper, it is difficult for
an organization’s strategy to be effective.

* Retailers and suppliers can work together to create value
through focusing on the needs of the shopper. This is
the profit source that they share a common interest in
winning.

e It is beneficial for suppliers to work with retailers on value
creating projects as some strategies that retailers employ

can be value dilutive for suppliers.

Part A: The Phone Call

They had closed the quarter by pulling forward as many customer orders
from the next month as possible. This was the third quarter in succession
that they had been required to do this in order to reach their target. This
just created a circular problem for the next quarter and so no one enjoyed
working this way.

“We got there, but is this sustainable?” asked Jamie to the other
members of the sales leadership team. There was grumbled agreement.

“I agree that this isnt how we want to operate, but until we can get
the new products to market, we're going to have to grind it out” replied
the Sales Director, Ben, trying to focus the team.

Jamie was the business manager for the largest channel of customers;
his energy was infectious, both positive and negative, and grinding it out
through the summer, his last with his wife before their first child arrived,
was not something he was looking forward to.

Leaning forward, he looked across to Simon, their Trade Marketing
manager, and challenged him for more support, “Is there anything we can

do to bring the new lines forward?”
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“I'm trying to have Go-Jo,” the project name for their new flavored
milk powder, “ready two weeks early so we can sell the first orders in
quarter four. 'm also pushing for a 1.5 kilogram pack of Choclo to be
produced as a one-off promotional pack for everyone in September, but
it’s not looking good.”

“Im pushing where I can,” he continued, “I've spoken to all the brand
project teams and made them aware of the situation, but from their point
of view, market share is stable and so they’re reluctant to do anything that
outside of the plan.”

“If we keep spending on promotions the way we are, they will have a
problem with profit before long,” replied Jamie leaning back this time for
emphasis, “my trade promotion spending is up 10 percent on last year;
our baseline just isn’t strong enough.” Jamie’s phone began to flash; “Ics
Amy, I better take this,” and he stepped away from the room leaving the
rest of the team to work through their plans again.

“Hi Amy, what’s up?”

Amy was the buyer for their biggest customer, Shopmart. She was in
her early thirties and a rising star at the company. She had taken on the
hot beverages portfolio about six months ago after overseeing the return
to profit of their seasonal confectionery range. In that role, shed intro-
duced allergy-free Easter eggs under their own private label, and worked
with Cadbury to develop an exclusive range of Christmas products that
reduced the need to price fight as regularly as they had been over the last
decade. Hot beverages was one of the biggest categories at Shopmart; the
profit per meter of trading space was one of the highest in the store. It was
a category that a shopper would switch retailers for, so it was high profile
and often on the front of their sales leaflets and featured in their TV slots.

The relationship between Jamie and Amy and their respective compa-
nies was a symbiotic one. The Big Beverage Company was 20 percent of
the total hot beverages category, a group of products that included milk
flavorings, tea, and coffee; and in turn Shopmart was 15 percent of the
Big Beverage Company’s total sales.

“Hi Jamie, I'm just out in stores; what are you doing?”

“Plotting ways to hit the sales target!”

“Funny, I was just thinking the same thing.”
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At least she isn’t ringing to tell me off about our poor service levels again,
thought Jamie.

“I'm at the Broadmeadows store to discuss the refurbishment it’s
about to get. You know were trying to find more space for Health &
Beauty. We had coffee at Starbucks before we went into the store though;
have you seen the new coffee intrinsics material they have around the
counter now?”

“Not lately, they're the competition so I steer clear!” and he said it as
a joke but Amy did not laugh.

“You should check it out; it explains how coffee is grown and harvested
and acts as re-enforcement to why you should pay $5 for a Lacté.”

“Anyway,” she continued, “It got us wondering just how the total cof-
fee market is performing and what we can do to win a bigger part of it.
Could you come in next week and let us know what you have on this?
We want to use the Broadmeadows store to test some future concepts?”

“Sure, we have heaps of stuff on that. I'll bring our Trade Marketing
guy, Simon along.”

“Great, does Thursday afternoon at 3 p.m. work? I'll ask my boss to
come along t0o.”

“See you then.”

Jamie ended the call and walked back toward the boardroom. He
could see Simon standing at the white board writing as the group called
out ideas. In bold letters was banded pack! and Sports bag offer; the same
stuff as last year he thought.

The meeting finished with a list of prioritized ideas that Simon
committed to responding on within the next two weeks. He knew
it was a long stretch that any of them could be commercialized; there
was a great deal of energy already being invested in preparing for the
upcoming new product launches. It was his job, however, to try and get
the marketing and sales teams that planned the activities for each of the
product portfolios focused on both the short- and long-term execution.

He had joined the Big Beverage Company 10 months ago after
spending four years working with a small consulting company called
Shopperscan that specialized in using shopper insight to help build
category growth plans. The company was half owned by Shopmart who
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provided the data in return for client services for their buyers. Consulting
had been a lot of fun; it had provided him with exposure to a wide array
of companies, categories, and people. He had worked on projects with
the leading beer companies to redesign the chilled beer section, with a
large confectionery company to re-imagine the aisle and multiple others
that had all involved collaboration between retailer and supplier with the
express goal of improving sales by finding ways to win more purchases
from shoppers. He had learnt more in those four years than he had in the
prior six with Novartis where he had started as a graduate.

He had been hired by Ben with the intention of bringing the shopper
closer to the front of their commercial agenda. This was not a change that
happened overnight though, and he had to keep reminding himself of
this every time he tried to get people interested in growth plans that were
not solely brand oriented.

At the last sales leadership team meeting, he had been given a two-hour
slot to talk about shopper marketing, and how they could use it as part
of their regular interacts with retail customers. To illustrate his point, he
used an exercise he had picked up from one of the more senior Shopmart
buyers.

“OK Jamie, here is the task; Ben is the buyer at Dandy Supermarkets
and you've got to talk to him about your plans to grow the Coffee category.

You can’t mention any of our brands though. Let’s see how long you can

»

go.
“Hi Ben,” and he rose to shake his hand. “How’s business?”

“Good Jamie, how about you?”

“Great, shares are up and business is strong.”

“What’s driving that?”

“The Grande Blend promotion we ran last quarter was one of our
best ....” Ben sat down.

“Not bad Jamie, 30 seconds; longer than usual!” heckled someone
from the back of the room. There was muted laughter from the group.

“It’s clear we have a bit of work to do,” had been Ben’s blunt
summation.

“Simon, Ben; you got a second?” asked Jamie as everyone shuffled out

at the end of the meeting.
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“That was Amy who rang before; she was visiting stores with John.
They were in Starbucks and got to wondering what the broader coffee
market is doing. She asked us to come in next week and give them some
ideas on how to grow.”

“Interesting, what did you say?”

“I said we had heaps of stuff,” and he winked at Simon.

“Next week!” Simon groaned.

There was a brief pause before Ben broke the tension: “Maybe this is

the exact situation we needed to instigate change?”

Part B: Joint Value Creation
by Focusing on the Shopper

All businesses strive for the same thing, whether they are a large
multinational or small local enterprise, they all want to create value for
their shareholders. They have three high-level strategies they can employ

to create this value:

1. Growth in revenue
2. Growth in profit
3. Improved efficiency

Most of the time, a business is employing all three with varying
degrees of focus across the organization. However, without a compelling

offer to the shopper, none of these strategies will be effective.

Table 1.1 High level strategy examples for a retailer

Growth in revenue

Growth in profit

Improved efficiency

Promotional campaigns

Increased fees and charges
to suppliers

Inventory reduction

New stores

Lower purchase prices

Distribution optimization

Store refurbishments

Higher everyday prices

Warehouse cross-docking

Expanded range

Loyalty marketing to
shoppers

Retail ready packaging

Increased marketing
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In this chapter, Amy is asking for Jamie’s help in making sure that the
Shopmart offer to the shopper is as good as it can be. At the same time,
the Big Beverage Company and their sales management team is struggling
for growth and starting to talk about how a broader emphasis on the
category and its shoppers can lead to greater growth for themselves and
their retail partners.

The consumer should always be at the heart of everything a
manufacturer does, and the collective efforts of the business should be
to generate demand that moves beyond trial to loyalty. However, when
shopping people have specific attitudes and behaviors that are distinct
from their consumption habits, these must be understood and served.
When organizations can act on their shopper insights they maximize
the relevance and effectiveness of their execution. And it’s through this
execution that operating cost is transformed into value and brand equity
grows.

At Shopmart, Amy is hoping that the Big Beverage Company does
indeed have sufficient insight into the broader needs of coffee shoppers,
so that she may alter elements of her retail marketing mix to create value.

At the Big Beverage Company, Jamie is in turn hoping that they
possess this insight and can turn it into a compelling shopper proposition
with Shopmart, as failure to do that may mean that Amy looks for other
ways of creating value, ways that may destroy value for them. For example,
in the coffee category that Amy is managing, she could employ any or in

fact all of the three strategic choices above. She could for example:

a. Try to grow coffee sales 5 percent more than Shopmart is at present
b. Negotiate for a 3 percent lower cost of goods

c. Increase fees and charges to suppliers by 10 percent

In this situation though, only one of them represents joint value
creation for both Shopmart and the Big Beverage Company: option A;
options B and C will mean transferring money from the Big Beverage
Company’s bottom line to Shopmarts. They would of course negotiate to
attach counterparts to any increase in investment with Shopmart against
demand generating initiatives, like increasing share of shelf or promotional

support, but these concessions from Shopmart may only last for a year
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Table 1.2 Shopmart value creation options table

A. +5% B. -3% C. +10% in

Base Sales COGS Fees
Sales $100.00 $105.00 $100.00 $100.00
Cost of goods ($78.00) ($81.90) ($75.66) ($78.00)
Gross profit $22.00 $23.10 $24.34 $22.00
Expenses (fixed) ($19.00) ($19.00) ($19.00) ($19.00)
Operating profit $3.00 $4.10 $5.34 $3.00
Other income or $0.30 $0.30 $0.30 $0.33
expenses
Net income $3.30 $4.40 $5.64 $3.33

or two, whereas the increase in investment offered by the Big Beverage
Company lifts the starting point from which all future negotiations with
Shopmart will be based.

Option A is also the most difficult to achieve. This is that reason why
only select manufacturers in certain categories are engaged in growth

creation strategies by retailers.

Manufacturer Segmentation

Manufacturers will often be prioritized into three groups by retailers as
per Table 1.3. The expectations from the retailer will change relative to
the manufacturer’s classification.

The value for a supplier in being classified as a strategic supplier is
that it provides a broader set of areas in which to engage the retailer on
initiatives to grow value for both businesses. This is important when
you consider that retailer payments and rebates are often the highest
expense, after the cost of the goods, on a manufacturer’s profit and loss
statement.

To this end, manufactures will often manage their financial and
resource investments with customers by prioritizing them.

As a result of these segmenting efforts by retailers and manufacturers,
each approaches the business relationship with a set of expectations that
they proceed to negotiate toward achieving. As with any negotiation, there

are trade-offs and concessions offered by both parties as they endeavor to
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Table 1.3 Manufacturer segmentation by retailers

Priority Description Retailer expectations
A Strategic suppliers who are In addition to the expectations for
able to deliver category-related tactical suppliers:
growth strategies in addition to e (Category growth strategies
improved profit and efficiency e Shopper insight
¢ Input into ranging decisions
B Tactical suppliers, who offer In addition to the expectations for
some efficiency focus but their transactional suppliers:
main benefit is brand-led growth ¢ High level category trends
in revenue ¢ Promotional execution

¢ Input into planogram decisions

C Transactional suppliers who e Improved supply chain efficiency

provide a source of profit e Lower costs to increase margins

obtain their goals. As both parties move through this process, it is vital
that they maintain a focus on the shopper, as this is the individual that
they share a common interest in winning,.

In the model that follows, popularized by Kantar Retail, the shopper
interface is the one area that all three stakeholders have in common. It is
here where consumers become shoppers and revenue is generated from
the activities undertaken at the retail interface. It is also the point where
costs incurred through the consumer interface are recouped through
orders generated at the business interface. In this way, the shopper is the
key profit center for both retailers and manufacturers; therefore, executing
well here is critical to achieve revenue objectives.

Shoppers, therefore, are at the front of everything manufacturers
should focus on with their retail partners. In turn, retailers need to ensure

that their value creation strategies help improve their shopper offer.
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Shopper
interface

Retailer
Business

interface

Figure 1.1 Common focus on the shopper (Kantar Retail)

Top Tips

* It is important for suppliers to understand the value
creation strategies retail customers are using. They can
become the focus of the benefits for any activity suppliers
propose.

* Ensure that your resources are evenly deployed across the
business, retail and consumer interfaces.

* Suppliers should segment their customer base and actively
pursue shopper-led value-creating projects with priority

retailers.






CHAPTER 2

The Key Points in This Chapter

* Retailers will often be more interested in what suppliers
know about shoppers rather than consumers.

* Dependent on the shopper mission and consumption
occasion, more than 30 percent of final purchase decisions
are made while standing in the retail environment.

* Shopper marketing is the act of improving revenue or
equity through insight-led strategies and executions that
convert the shoppers along their paths to purchase.

e If executed well, shopper marketing has the potential to
influence the profit and loss statement in three specific

areas.

Part A: Managing Joint Projects with Customers

“So,” said Reg, the managing director, “Shopmart want to know how to
grow?”

In the room was a cross-functional group that included people from
marketing, insights, finance, and trade marketing. Ben had called them
together to help prepare the response to Shopmart’s request.

“They do, they are thinking about expanding the space for certain cat-
egories and cutting back on others. Given the success Starbucks appear to
be having, and all they had to go on was the number of their stores that are
popping up everywhere, they wanted to know what we saw as the potential
for coffee and how we could help them capture more of it” replied Jamie.

“Excellent! Great opportunity for us to talk to them about the con-
sumer and what we can do to delight them!” And he looked across the
team for emphasis, the majority of whom mumbled their agreement.

“As you read in the e-mail, Shopmart have asked for some assistance
in understanding the coffee market, with the potential for working with

us on a project to grow their sales. What we would like to do is share
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how we intend to respond and ask for your assistance in some key areas,”
Jamie continued.

“Ok,” said Reg, “What are we going to do?”

At this point, the baton passed to Simon, “Shopmart want to know
how they can unlock growth by bringing a greater focus to the shopper.
The shopper is often the consumer, this is of course true; but when shop-
ping people have unique needs and behaviors and this is what we have to
understand before we can offer them a solution.”

“But if the shopper is the consumer, can’t a focus on the consumer
achieve the same thing?” asked the marketing director Julie with a con-
fused look. “We're a brands company; we win consumers with our brands.
Shopmart is a retailer; shoppers are their domain. Don’t we complement
what they know?” she continued.

“Same question I had a while back,” said Ben moving to the white
board. “This is how I saw a research guy from Ipsos answer it at a con-
ference recently. If I asked you to describe the things that are important
when you are consuming coffee, what would you say?”

There was a moments silence while everyone moved focus to his
rather strange question.

“I'd want to know how much I should put on the spoon if it was instant
coffee.” Someone called out and Ben wrote spoon amount on the board.

Simon offered, “the temperature of the water and the quality of the
milk.”

“Extrinsics too, things like how it made me feel both before and
afterward.”

“Ok, how the jar looks, particularly if it’s going to be on show ...” and
this comment from Julie encouraged a reaction from Reg who thought
that their cost reductions in packaging had been too severe and left them
looking commoditized.

For the next two minutes they added to the list that ran along the
right hand side of the whiteboard.

“Ok, great list.” Ben said turning to the group, “Now the other side
of the coin; what things are important to people when they are shopping
for coffee?”

“Ill start us off,” said Simon. “Packaging; people want to know that it
will look good in their homes; just as Reg said and this is important when

they’re browsing the shelves.”
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“Price,” said Jamie.

“Yep, and that’s both shelf price and promotional price.”

“Quantity,” chipped in Julie.

“The brand and sub brand,” from the marketers.

“The occasion that is suitable for the product,” offered someone from
insights.

“And, color and shape,” said Simon, “this is how people sift through
the options on shelf. After all, it's impossible to evaluate every single prod-
uct on the shelf. Do you know how many roast and ground products they
have in their assortment now? 72!”

They kept going until they had a list that was in equal length to the
consumer attributes.

“Neat trick that Ben,” surmised Reg, “so there are things that are
important to people when they shop for coffee; but don’t we already talk
about these things anyway? Everything on that list there is something we
plan for already?” But he posed it as a question, not a comment.

“We do indeed,” replied Julie. “But Ben I'm betting we don’t use any
of this knowledge in our commercial discussions, do we?”

Ben nodded, not sure how Reg would react to this omission. “The
consumer is at the heart of everything we do; that shouldn't change,
but the shopper should be at the front of everything we do with the
retailer.”

Ben continued, “I know it’s a third stakeholder to think about, but
I think it’s the right thing to do.”

Reg leaned back in his chair and looked at the list again.

“What I do know is this; if we're not talking to retailers about con-
sumers or as you have shown us here shoppers, and ways to win and
delight them, then we're going to be talking to them about promotions
and margins and that isnt a profitable conversation very often.”

“What keeps me up at night is the fact that over half of our consum-
ers can't tell our coffees from the competition’s in blind taste tests.” He
continued looking at Julie, “I know you'll tell me that this isn't unusual,
and that this is the case for many brands. But not all products are like
coffee and cost the equivalent of an average 30 minutes of work per jar.
We're expensive, maybe not on a per cup basis, but definitely as a pick-up
price—and all this,” he waved to indicate the broader company, “could

disappear if the retailer gets private labels right.”
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“So, if this opportunity helps us become valuable beyond the owner-
ship of our brands,” and he smiled to lighten the mood, “then perhaps it
is actually a better opportunity than we might realize. So, what are you
proposing we do?”

“Well, two things;” said Simon, “the first is the way we suggest coor-
dinating to address this opportunity, and that’s using some steps called
RACER! And the second is establishing a category vision; the sentence
we'll open with when we go in to see Shopmart to explain the evolution
and financial potential we see for coffee.”

“It’s just a simple sentence, Reg, that describes the way we believe
value can be created in the future through delivering what the shopper
and then the consumer will desire.”

“Let’s hear more,” said Julie.

The meeting finished on time, Ben, Simon, and Jamie stayed behind
to discuss how the session had gone and what they would do next. They
were all in general agreement that things had gone well; they had met the
objective of getting a broader group engaged and bridged the topic of the
shopper as a stakeholder with Julie and Reg, the two stakeholders they
needed to win over. There was still a lot to do, but the journey had started.

The most pressing concern was now the meeting with Shopmart. The
retailer was expecting a view on market performance and a position from
them on where growth would come from; it was the latter that they did
not have yet. The solution they had proposed to the group was the con-
struction of a category vision, and it would be difficult to produce this
and align on it internally before the meeting with Shopmart.

“I think we should postpone for one week,” offered Ben. “Use that
time to get to an aligned position on the vision for the category and then
lead with that in the meeting with Amy and her boss.”

“The question though,” he continued, “is whether a week is enough

time?”

Part B: Using Shopper Marketing to Unlock Growth

The team at the Big Beverage Company wants to improve their shopper

marketing with Shopmart in order to grow both the category and their

brands.
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Shopper marketing is the act of improving revenue or equity through
insight-led strategies and executions that convert the shopper along their
path to purchase.

The way to do shopper marketing in a simple, pragmatic way is as
follows:

In my experience, the Newton’s Cradle mnemonic in Figure 2.1 is one
of the easiest way of illustrating the key activities that constitute shopper
marketing and how they transfer energy to each other in order to deliver

execution and learning.

= —

s

/

1. Category vision
Start with a vision of thes

4. Execution .......

. | —— | — | —
potential you see for the 2. Conversion 3. Path to purchase Exécutle and measure an
category. opportunity activation activation that benefits the
Make this vision real ~ Turn the conversion retailer, shopper, and
by attaching it to a opportunity into an manufacturer.
conversion activation that addresses

opportunity for the  shopper barriers along

category. their path to purchase.

ﬁ'

4. And learning
Capture learning and
results to provide new
insight and energy.

Figure 2.1 Shopper marketing model
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Table 2.1 Shopper marketing impact on brand P&L

Gross Sales Income $100 1. Improving the effectiveness of invest-

On Invoice Discounts $10 ments in price discounts and display space.

Revenue $90

Off Invoice Discounts $10 2. Improved conversion from the moment

Net Revenue $80 a sbopper identifies a need through to their
exit from the store.

Variable Costs $40

Gross Margin 540 3. Increase in effectiveness of below-the-

Marketing Costs line marketing spend by understanding how

Net Margin $28 merchandising influences product choice.

If executed well, it has the potential to influence the profit and loss
statement in three specific areas as per Table 2.1.

The operative words here are, of course, if executed well.

Shopper marketing is not a remedy to all of commercial issues; how-
ever, goal alignment from both retailers and manufactures on what is best
deployed to win the shopper is a starting point that can, at a minimum,
allow both parties to focus their commercial interactions. When adopted
by a key commercial function, it brings routine and focus on working
effectively with retail partners.

The mind-set change needed to bring a common focus onto the shop-
per requires not only alignment with the retailer but within the functions
of a supplier as well. This does not happen automatically in many com-
panies. There is a long history of focusing on the consumer as the source
of profit; this dates back to the birth of modern advertising in the early
1950s. However, when we accept that upwards of 30 percent of final pur-
chase decisions are made while standing in the retail environment, depen-
dent on the shopper mission and occasion a fluid environment emerges;
this is where memory wrestles with attention on the immediate stimuli to
influence purchase behaviors at—as P&G have famously branded—the
first moment of truth.

In this environment, the distinction between the consumer and the
shopper allows for a greater depth of understanding into the behaviors a

brand must influence in order to be salient.
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Consumers versus Shoppers

A simple way of understanding the differences between shoppers and
consumers is that consumers are those who consume either directly or
indirectly, while shoppers are those who source products to supply either
themselves or others. What is common to understanding both is con-
sumption; however, for the shopper we narrow this focus to understand-
ing the occasions for which they are shopping. In this way, the occasion is
central to understanding shopper’s beliefs (Jones 2012).

There is a temptation to fold the understanding of both consumers
and shoppers into single studies to maximize cost efficiencies and to pro-
duce segmentation algorithms that can be more broadly applied. How-
ever, the ability to derive shopper understanding away from their in-situ
environment, the retail store to the home or agency office where consumer
studies are often undertaken is problematic, given the disconnect between
what shoppers actually do and what they report they intend to do.

The simplest example of this can be found in our own behavior; how
many of us have gone into a shop for a quick top-up purchase, perhaps for
bread, milk, or nappies, and emerged with a basket of goods that contains
many other items? The reality is that we are prompted to buy beyond
our conscious needs when we are placed in an environment that provides
visual prompts to latent needs or wants.

Retailers understand this intuitively and to extract the most value they
can from each shopper, they will always look to maximize the relevance of

their offer to the daily needs of their shoppers.

RACER!

At the Big Beverage Company, Simon recommended the use of RACER!
to coordinate the project with Shopmart. When it comes to running
projects with retailers I have found the RACER! tool to be one of the eas-
ier ways to align objectives and expectations. RACER! is a tool designed
to complement existing joint business plans or scorecards as a means of
bringing alignment and commitment to a joint project with a retailer.

It is summarized as follows:
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Table 2.2 The RACER! model in more detail
Step Key tasks Tips
Review e (Category review Keep it brief and show the
e Shopper insight review insights, not pages of graphs
e High level trends and observations
Use real videos of the shop-
per in the retail environment
Have a view of what you
see as the potential for the
category and the drivers that
will support this
Align e What is the objective? Start with understanding the
e What questions do we overall objectives of both
have to answer to meet teams, then align on one
our objectives? shared set of objectives
e  What is the scorecard Make sure the scorecard has
we will use? a balance of qualitative and
e What are the stages or quantitative measures
timeline of this project? Set out a responsibility plan,
e  Who will be involved make it high level, and
from both companies at assume the retailer will want
each stage!? the supplier to do a lot of the
early work
Create e Create the research If you are using a research

or tests to answer our
questions

Create time for both
companies to see the
research or test first
hand

Create ideas from the
knowledge and insight
gathered from the
research

Prioritize the ideas
developed and create
the action plan

agency, make them a partner
in the project; they will have
broader experience that can
help

Make sure there is someone
at the retailer who can help
with approvals to test or
research in-store. When you
are testing or researching
in-store, you should have

a signed letter from the
retailer giving approval and a
contact number for the store
if they have questions
Create ideas away from the
office using an ideation tool
like a Hot house

Make sure you create a one
page selling story the retailer
can use to get alignment

within their business

(Continued)
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Table 2.2 The RACER! model in more detail (Continued)

Step Key tasks Tips
Execute Execute the ideas using Video or photograph the
operations people from execution in-store
both companies Ensure that the scorecard
Gather feedback from you setup can be populated
the shopper about the with the right data before
execution the execution begins
Set up control stores that
will allow you to understand
the impact
Recommend Review the results and Don’t rush toward a
synthesize them into full execution across all
insights stores; if the learnings are
Agree on what you ambiguous test again
learnt along the way
and what you will do
differently next time
Agree on a recommen-
dation for next steps
! Announce the learning Manage stake holders
and the journey you throughout the process so
have undertaken that everyone is aware of the
together to senior time and commitment of
management of both both companies
companies so that
everyone knows
progress is being made
Return to the align step
Top Tips

e Implement a shopper marketing model that is pragmatic

enough to work within your current structure and resource

base.

* Separate your thinking on people into consumers and

shoppers; this will improve the chance of your executions

winning in the retail environment.

* To coordinate projects between retailers and suppliers use
the RACER! Model. Ensure both parties understand the

steps before work starts.
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The Key Points in This Chapter

* The first step in shopper marketing is to create a category
vision.

* A category vision starts with a sentence that explains your
vision for the evolution of the category to both external
retailers and internal functions. It should describe the way
you believe value can be created in the future through
delivering what the shopper and ultimately consumer will
desire.

* The category vision should be supported with a set of
growth opportunities.

* Growth opportunities need to convince both the internal
functions and external customers that there is enough
financial potential in the category to warrant additional
resource and time investment. They should set the stage for
a more focused conversation on what needs to happen in

order to unlock growth.

Part A: The Category Vision

The team met at an old bank that had been refurbished into a creative
thinking space called #he Vault at 7:30 a.m. It was fitted out with bean
bags, smart boards, large north-facing windows, and no wifl; it was the
ideal place for a team meeting where you wanted people to use a little
imagination.

Simon and his team had worked late through the backend of the week
prior to prepare for the workshop. He would have preferred much lon-
ger but the request from Shopmart had expedited things. As part of the
preparation the team secretary had conducted ten interviews with a cross
section of people that included sales representatives in the Far East of the

country, junior brand managers through to the managing director. She
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asked them three questions and then transcribed their answers without
interruption or clarification.

The questions were:

1. If a retailer asked you how they could grow their coffee category
sales, what would you say?
2. What areas could the coffee category expand into to grow faster?

3. Why should a retailer support the coffee category?

As people helped themselves to a light breakfast, Simon stuck up
large sheets of paper that summarized the themes discovered from the

responses to their survey.
“What’s this?” asked Jamie.
“A snapshot of our offer to the market place,” he replied.

“Our objective is to grow ahead of the category; our company vision
is to change the way people think about and consume coffee, and our
mission is to make coffee the hot drink of choice. That’s how everything
fits together!” They had finished the information review, and the task of
writing the category vision had started. Julie was summarizing her view

on how everything fitted together.

“You might be right,” replied Ben. “But that doesnt come through
on the words you see written on the walls. People aren’t clear on what we

have to do to grow coffee.”

Simon was facilitating the Category Vision workshop. In his previous
role this had been something he had helped with on several occasions. But
this was the first he had led, and so he was anxious to keep things focused

and moving forward.

“Let’s try something a little different then,” Simon followed after a

small pause.

“Working in pairs, please spend the next 20 minutes trying to create
a category vision by answering these questions,” and he wrote them on a
flip chart as he talked through them.

WHAT does the category need to do to grow beyond its present

organic rate in the channels we play in?
HOW can this be done?
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As he turned back around, Ben nodded his approval.
Later, after they had eaten lunch and voted on each other’s work,

Simon read the winning category vision to the group.

10 create an obsessive passion for coffee culture.
By extending the functional and emotional benefits that coffee has to offer.

So that people pay more for experiences in_familiar occasions.

He looked up to find people nodding.

“That’s our working vision then. We'll circle back and check it again
at the end of the day. But now we have to move on. If I have done my
sums correctly, in the next four hours over 200,000 cups of coffee will
be consumed from the category our vision serves. The next part of our
meeting is to try and figure out where the growth to extend this will

»
come from.

“And to do that, we are going to review a set of growth opportu-
nities that the insights team prepared eatlier; they are value pools that
can be addressed by the coffee category to increase its total size. We
found them by assessing the volume open to coffee in all beverage con-
sumption occasions and combined this with an understanding of the
trends influencing consumer need states, and shopping behaviors and
attitudes.”

He unveiled the poster that summarized the growth opportunities.

“We found five main ones which you can see here. We've given them
succinct, memorable names that we hope can act as a rallying force both

internally and with the retailer.”
The insights director handed out booklets with the detail behind each
opportunity.

“These growth opportunities will be used in two main ways, the first
is with the retailer, where in the future everything we agree to focus on
with them will tie back to one of these opportunities. While internally,
the hope is that any one of the 28 innovation projects we are working on
as a business today link back to at least one of these opportunities. If they
don’t, we have to question whether they are worthwhile.”

People started to flick through the booklets.
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“So here’s the task. Take 20 minutes to read through these; then,
working in pairs, we are going to allocate you two growth opportunities
to interrogate. Make changes, write questions; challenge the data. Then
you get to present your growth opportunity to the group with the objec-
tive of either aligning behind it or discarding it.”

“For this, I need an extra strong coffee!” said Reg.

The booklets had been the focus of much of last week’s work. The
process of piecing them together had been like a forensic geometry; how
did a trend in consumption habits of 18- to 24-year-olds tie with the shop-
ping habits of their mothers? Whar did the rise of flavored, geographic-focused
coffees mean for afternoon consumption occasions? And on it went until they
had five buckets of growth opportunities tangible enough for any of them
to relate to. It had been an exercise in art more than science, and he won-
dered now if it was as obvious to them as it was to him.

His phone vibrated with an incoming call.

It was his wife, “How’s it going?”

He looked out again across the room at the people who were scratch-

ing red and blue ink across his work, “Ok, I think.”

“It’s not that I disagree with any of this,” said Julie the marketing

director. “It’s just a lot to take in all at once.”

“I realize that, but we have a meeting with the commercial director
and buyer at Shopmart on Friday, and we have to go in with a position
on the growth potential for the category, not just charts showing trends,”

replied Ben.
They had reached the end of the day, and after reviewing the vision

and growth opportunities they had developed were discussing whether or

not they were ready to share it with a retailer.

“You can’t take it back once you say it though Ben; you go in with
something like this and they shoot holes in it and we back down, then
what does that say about our understanding of the market?” Reg was

challenging Ben to test his resolve.

“I feel more confident with the framework we have put together today
than in any of the other retailer presentations I have seen in the last few
years! We always go with opportunities around trade up or usage expan-

. i) . . »
sion and they’re just too generic.
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“What's your concern Julie?” asked Reg.

“Despite everything we do, we still have a divide between sales and
marketing; that will probably always be the case given the tension between
the time horizons they manage. But something like this could just push

us further apart unless we can align on it before we put it out there.”

“Well, why can’t we?” asked Ben. “Let’s pressure test this with a group

from marketing and sales tomorrow.”

“But even before we test it, are we sure this is a big idea? Is this just a
shiny new toy or something that’s going to stick? The marketing gang will
want to know what this means for their brands, and I or we,” looking at

Reg, “need to have that ready for them.”

What was pleasing to Simon was not that there was deep resistance to
what they had pulled together throughout the day, but rather the discus-

sion around alignment.

“Julie” asked Reg, “If we got 10 to 12 of our high potential people
in a room tomorrow afternoon, could you facilitate a discussion on this?
I think we should take this to Shopmart this week; if it develops into a
project, it’s a good opportunity for us at a time when we are struggling for
growth. But I am sensitive to what you are saying and so I want to test this

for simplicity and meaningfulness with our internal team.”

Reg spoke with an energy that was not typical for him; it was easy to

tell that he was excited.

“We could align behind this as a business, and I'd like to do that by
launching the idea at our end of quarter town hall meeting. Julie, I think
you should own this; a category vision coming from marketing will sound

revolutionary to the sales team!” and everyone laughed.

Part B: Category Visions and Growth Opportunities

The category vision provides the initial energy for the shopper marketing
model.

A category vision starts with a single sentence that explains your vision
for the evolution of the category to both external retailers and internal func-
tions. It should describe the way you believe value can be created in the future

through delivering what the shopper and ultimately consumer will desire.
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Figure 3.1 Shopper marketing model

For example:

“Changing the way people think about bread ...”

Then the addition of a supporting sentence that describes the vision
in more detail; for example:

“... by extending the functional and emotional benefits of everything bread
can be, so that people will pay more for familiar consumption, more often.”

Here are some examples of category visions:

e From Kellogg’s: To make cereal the breakfast of choice, every-
day (IGD 2011a)

* From Danone UK: Inspiring Hydration for Life: A bottle for
every need (Medford 2014)

* From Twinings Tea UK: The contemporary drink of choice,

creating a new generation of tea lovers (Taphouse 2014)

To write a category vision, it is always necessary to understand the
broader trends that are influencing the consumption, purchase, and sale
of the products within the category and, based on these, the implications

for the category.
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In some instances it may be necessary to start by defining the actual
category and the segments within it. This provides the initial frame to
start the analysis, and it can assist in breaking paradigms about how far
the category can stretch into new segments and types of products. For

example, when looking at the Pet Care category, it can be defined as

follows:
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After reviewing this material, it is beneficial to distill the observations
into a simple SWOT analysis from the category’s perspective. In doing
this, you firstly ask; what strengths and weaknesses does the category
have in consumption usage and attitudes, shopping behavior and atti-
tudes and customer support? From these two areas, it is then possible to
form a view on what the category could do in order to develop.

Then, secondly ask what threats and opportunities does the category
face in consumption usage and attitudes, shopping behavior and attitudes
and customer support? From these two areas we can then discern what the
category must do in order to develop.

When you have a category vision, you can test it for effectiveness

using these four questions:

1. Does it call out the prospect of growth for the retailer and supplier?

2.Is it consistent with the longer term strategic priorities of the
supplier?

3. Is it a vision that the supplier can execute against?

4. Does it bring clarity and alignment to the internal functions at the

supplier?

When you have a vision you can then begin to look for the growth
opportunities that will empower it. (Although in some instances, it may
be easier to start with the growth opportunities and then write your cat-

egory vision afterward.)
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If you are lucky enough to have a broad segmentation database, then
you may be able to identify the value that is open to your category across
consumption occasions. This will provide you with a long list of growth

opportunities that might look something like this:

* Switch consumer segment X into coffee from soft drinks on

pre-night out occasions to access 100 tons/US$13 million.

However, the reality is that studies that provide this kind of detail
are very expensive and, for the most part, are not available. So, instead
a more pragmatic way is needed to find opportunities across the market
you participate in. One way of achieving this is to review all existing

information and look for an opportunity in any one of these six areas:

1. Is there an opportunity to increase purchase frequency, amount, or
value in a given channel relative to the rest of your market?
For example: Basket penetration for shoppers in hard discounters is
well below the average for supermarkets.

2. Is there an opportunity to satisfy any presently unmet consumption
needs?
For example: Coffee under indexes in the summer months, where it
fails to meet the need for something refreshing.

3. Is there an opportunity to establish usage in any new occasions?
For example: Coffee is rarely consumed by younger consumers before
they head out for either formal or informal social occasions.

4. Is there any functional or emotional benefit that the category can
extend into?
For example: Coffee is not seen as being as healthy for you as other
beverages like tea, while the emotional benefits like the energize area
are owned by soft drinks and alcohol.

5. Is there a consumer segment that represents a new source of volume?
For example: Coffee at home under trades in the 16 to 25 age cohort.

6. Is there a geographic region that represents an underdeveloped
source of volume?
For example: Coffee under trades in the far north where the climate

is much more tropical.
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Once you have found a growth opportunity in any one of these six
areas above it becomes the anchor point that you try and build from.

For example:

Focus areas Opportunity
Channel Supermarkets

Consumption need To energize

Occasion With friends or by oneself
Benefits Caffeine loading to energize
Consumer segment 16 to 21 year olds (Anchor)
Geography National

This category growth opportunity might be known as “Wynd Up”
and be described as: Making coffee a key part of the pre-night out pre-
paration ritual for 16- to 21-year-olds.

It then needs to be valued. The easiest way I have found to do this is

to use a four-way model as per Figure 3.2.

Population x Penetration X Frequency X Spend

1,000 5% 5.0 £2.00 = £500.00

How many times per

The % of the How much would

The total
year would they

they spend each time

population our
opportunity targets

available
consume the

population they consume

opportunity

Figure 3.2 Four-way model

For the above Wynd-Up opportunity, a four-way model might look
like this:

Existing 4-Way Model

120,000 .15 cents £15,300

16- to 2 l-year-

aring to go

olds
= out. Each cup estimated at
30 cents
New 4-Way Model
120,000 x % x 17 x 0.30 cents. = £42,840
(+280%)
No increase in +29% more consume 17 (No change. in the Average consumption is
lation size renight out number of nights 1 cup, for a total value of
popu P g out) 30 cents

The benefits of using a four-way model are that it provides a concise

set of estimates that can be measured to gauge the present understanding
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and progress toward realizing the opportunity. However, there will be
challenges in finding precise data on which to build the four-way model,
regardless of the sophistication of the market you are working in.

The need for precision has to be balanced against the practicalities of
the research investment required to find the existing four-way data, and the
time needed to mine this data. In the coming chapters, we will discuss how
to make the category growth opportunities real for the retailer by attaching
them to a conversion opportunity in their store. Investing available time
and money against this task will lead to greater commitment from the
retailer as it uses data that is more directly linked to its store and shopper.
Therefore, given a choice, I would recommend focusing here instead. That
said, you do need to value your opportunities and as long as you do this in
a way that is defendable then it is better than having no value at all.

Category growth opportunities need to convince both the internal
functions and employees and external customers that there is enough
financial potential in the category to warrant additional resource and time
investment. They should set the stage for a more focused conversation on
what needs to happen in order to unlock growth.

Here is an example:

Kellogg’s: To make cereal the breakfast of choice everyday (IGD
2011a)

* Dortable breakfast: adapting to breakfast behaviors
* Building a firm foundation: Pleasure seeking at breakfast

* Changing behaviors: The favorite breakfast for kids

There is no definitive number of category growth opportunities you
should try to find; whether it is three or eight, the most important thing
is that you have alignment internally that they represent the best sources

of opportunity.

The Consumer and Shopper Insight

After you have constructed the list of the key growth opportunities it

is important to articulate a relevant consumer and shopper insight to
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illustrate both. This insight will help provide direction and context when
creating the point of purchase activation. An example of the consumer
insight for Wynd-Up might be:

On a night out with friends, anything can happen. And preparing for this
is where the fun starts. A caffeine bit gets the anticipation going and gets you
in the mood so you’re ready for any adventure.

And the corresponding shopper insight for the target consumer
might be:

1 shop for my own personal care products and keep them in my own space.
1 have different needs now from the rest of the household. This also applies ro
my taste in coffee.

However, an alternative shopper insight might focus on the mother,
who is still buying the products for the family:

1 buy coffee for the household now. The kids use it as fuel and focus on
strength over taste and so just beap it in. So I buy one that is cheaper per serv-
ing for the family and something separate for me.

As multiple shoppers can serve a single consumer, it is important to
choose a shopper insight that reflects the intent of your growth opportu-

nity. In Chapter 4 we will cover how to write shopper insights.

The Consumer, Shopper, and Customer Change Needed

The final step in articulating a growth opportunity is to describe the key
change needed from our three stakeholders in order to realize the finan-
cial potental.

The strategies and actions needed to realize these changes can then
be allocated to cither a brand or particular channel or customer team to
develop further in their business plan. This step is critical to ensure that
the strategic intent from your category growth opportunities is operation-
alized by the brand and customer teams.

To this end in 2010, The Institute of Grocery Distribution in the
UK released the results of their study into the use of category visions in a
report entitled: Category Management Shopper Marketing 2011 (retail-
customerexperience.com, 2010). They surveyed 181 companies (where

84 percent were manufacturers and 16 percent retailers) and found that
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Table 3.1 The stakeholder change needed

Consumer

Shopper

Customer

Behavior
change required

Begin drinking coffee
as they prepare for
a night out with

Target consumer
begins buying their
own coffee on a

Coffee is displayed
in health and beauty
as many of the target

beverages like energy

drinks

to their specific

needs

friends personal care replen- | shoppers do not
ishment mission enter the coffee aisle
Barrier to Habituated pref- No existing products | Coffee is not a
change erence for other considered as suited | product that appears

often in the health
and beauty basket

85 percent of respondents claimed to have a category vision or strat-
egy, while 40 percent claimed that their category vision was completed
before their brand or customer plans and helped drive the overarching
business strategy.

It is therefore easy to understand why Julie was concerned about
taking their category growth opportunities to Shopmart before they had
aligned their broader business to them. Without the connection back to
a particular brand or channel manager, they can be de-prioritized and
not allocated sufficient resources, while for growth opportunities that
require new product development the link may often have to include a
cross functional team. Reg’s solution of launching them at the company’s
next town hall meeting (an informal gathering to share the latest news
and results) is a good way of signaling their arrival and the organization’s
intent on using them, but the connection with this and the annual busi-
ness planning process is more critical.

Here is an example of what a finished growth opportunity should

look like; this example comes from the body wash category:
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Define opportunity

My Home Spa

Appealing to mothers with a young
family who don’t have the time to
indulge in a spa experience but still crave
the time to withdraw into their own
space for a few minutes of pampering

Consumer insight

A shower is a few minutes of peace in an otherwise
chaotic day. It is little pleasures like this that help me
re-charge and accomplish everything [ need to.

Shopper insight

Shopping for body wash is pleasurable; there are
always new varieties, scents, and packaging. When [
have finished shopping for the family, I take a little

time to find a product that is for me alone.

Change required
e Consumer
e Shopper

e Customer

Consumer change: Use their own shower products
not the family’s, reserve them in the bathroom and
be able to identify the scents and aesthetics as femi-
nine and relevant for her.

Shopper change: Make incremental body wash
purchases for products that resonate with them and
help them meet their emotional (de-stress, relax) and
functional (hydrate, moisturize, scrub) needs.
Customer change: Create a lifestyle based layout
with areas for products for the family, female, and
male usage. Support with range architecture that
emphasizes benefits in female and male and value for
the family segments.

Value

Penetration among women with children at home is
23%, target is 35%.

Annual weight of purchase is 3.1 bottles, target is 3.9
bottles.

Average unit price is $4.79, target is $5.49.

Total value of opportunity is $23 mil.

Who is the key consumer target?

Status Stacy, Experiential Emma, Browsing Belinda
(42% of the total market).

Key shopping missions

Replenishment—added on while shopping for the
family or while replenishing skincare or cosmetics in

a personal care store.

Priority channels

Hypermarkets, personal care stores.
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Top Tips

* Take the time to create a category vision for key categories.
This might mean that you have to start by defining which
products should be included within the category.

* Ensure that any retail executions or projects link to one of
the growth opportunities that has been idencified.

* Internal alignment on the category vision and growth
opportunities at manufacturers will help prioritize the

actions of sales and marketing teams.
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The Key Points in This Chapter

 Ifshopper marketing is about building brands and revenue
at retail, then point-of-sale material (POSM) execution is
one of the fundamental ways of achieving this.

¢ The shopper is usually in motion, and so POSM must
capture attention within narrow time and attention spans.

¢ The six key POSM design elements are: color, shape, key
visual, text, price, and brand logo.

* The places where POSM is positioned in known as a
touch point. Shoppers use multiple outlets and shopping
missions to meet their needs. This provides multiple touch

points where we can communicate with them.

Part A: The Category Review

“I worked part-time in a supermarket from 15 all the way to the end of
college.” Simon and Jamie were walking in to the large Shopmart that sat
between their office and the Shopmart headquarters. Their meeting with
Amy was later that afternoon and they wanted to visit a store to prime
themselves in the retail reality they were trying to influence.

“It was a great experience. In fact, when I went for my interview with
Unilever they were more interested in the fact that I could implement a
planogram or build an end cap, than my academic results!”

They turned left and walked along the front of the store, surveying
the end cap displays and the POSM that decorated them. Shopmart was
beginning to limit the amount of POSM they allowed in-store; they felt
it added to the clutter and wanted anything displayed to have, at a mini-
mum, some kind of educational message.

They stopped at the end cap display of their coffee. It was positioned
at the top of the hot beverages aisle and displayed on a portable pal-

let that was designed to take the product from the truck directly into
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the store. The pallet itself was hidden with a wraparound plastic banner
that said the brand name over and over again should you not be able to
already notice it printed on the cartons that displayed the jars. The outer
cartons were stacked eight high, to what was elbow height for the average
female, and were open fronted so that you could see the jars inside. On
the sides and top of the cartons, the brand name was written in high con-
trast against a backdrop of coffee beans and a single red mug of steaming
coffee. The display had been further merchandised with cardboard coffee
jars that were approximately 15 inches long and had been stapled to the
sides of the cartons.

Above the pallet were three, difficult to reach shelves that had been
stacked with 5 oz glass jars. The shelf edge below them held a merchan-
dising strip that, like the pallet wraparound, repeated the brand name.
Price flags in Shopmart’s yellow and red hung from the shelf edge as well,
announcing the price per jar in large black numbers, and in the lower
right corner, there was the original price with a cross through it. Above
the shelves was a header board that announced the price in much larger
numbers.

“Nice display,” said Jamie watching people walk past it. “Good stock
weight and well merchandised.”

A lady with a small child sitting in her cart stopped at the display; she
looked up to the header board and then back down to the display, decid-
ing it represented value and was indeed something she needed, she placed
it in her cart and carried on.

“Gone in three seconds!” was Jamie’s enthusiastic summary of her
purchase and therefore indirectly, contribution to his sales performance
for the month.

“We'll sell 200,000 cartons this week; now we just need that to hap-
pen a few more times.”

The store was quiet, and with no store manager to be seen; Jamie
snapped a surreptitious photo of the display.

“Number of facings on display, and the total amount of stock held,
are the two things I always ask the team to focus on when working on
their promotional program. I like Coke’s mentality where they aim to
have two times the average week’s sale in the store at any time. What do

you look for in a display?” asked Jamie.
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“At my last company they taught us to look for four things. The first is
what is the insight and occasion the display is built around; the second is
does it get attention, the third thing is relevance against the overall brand
look, and the fourth is does it help get the sale by overcoming a purchase
barrier.”

“I use the word 7arGet to help me remember,” said Simon. “Do you
know how we much we spend on POSM relative to total marketing spend
on above the line executions?” he continued.

Jamie shrugged.

“For every dollar we spend above-the-line, we spend 60 cents on
below-the-line material. But if you take out all the agency fees and other
indirect costs that marketing pays and look just at what we spend to fight
above-the-line media, either on TV, in the press or online, then the ratio
is one for one!”

“Yeah? Thats surprising given how little we can actually do in some
of these stores.”

“And that’s without even thinking about the cost to put the stuff up.”

“So what do you think of this display then? 'm curious, particularly
as it was your team that produced the material for it.” probed Jamie.

“Well, let’s look at it together. Does it link with an insight we have
about the shopper?”

They both stared at the display again.

“People buy from end caps, and they like to know the price before
they commit to putting it in their basket.” But Jamie replied more as a
question, than as a firm belief.

“I'm interested to see what you think before I tell you what I think;
this can be a shop-along for me with one of my stakeholders!”

“What about this; is there a link with an occasion that we know the
shopper is thinking about?”

The marketing team often talked about occasions, but they were
something not connected to what he mostly talked to customers about—
things like discounts, stock levels, and delivery performance—that he
hadn’t engaged with the concept much at all.

“Occasions are more than just a hot cup of coffee at home, right?” and
he said it with a smile in a way that indicated he should know but it didn’t

because he hadn’t considered it important before.
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“Weell, that is indeed an occasion, but if we connected a key consump-
tion need with it, we'd have a richer description. For instance, the new TV
commercial we're about to air is around that moment when we pause and
re-group before charging back into the day. Remember, Reg got up at the
company forum in February and said it was revolutionary because it was
all about the idea of a ‘coffée break’, and everyone laughed?”

Jamie smiled at the memory.

“So when you look at this display, do you see any evidence of an
occasion?”

“All I see is the red cup of steaming coffee that is on the packaging.”

“Fair enough; that’s all I see too.” replied Simon. “What about the
insight? Does this display connect with something we know about the
shopper?”

“Like what?”

“Well, for example, at a basic level we know that front gondola ends
are the best display space in store because they are visible to more shoppers
than back of store displays. We also know that coffee is kept in reserve in
the pantry and that households don’t often run out. We also know they
are stockpiling different types of coffee too—instant, roast and ground,
freeze dried, flavored—so they can create a coffee house experience at
home. So, when they approach a display like this, they are thinking about
what they need to top off their coffee bar at home.”

Jamie gave Simon a skeptical look.

“Well if that is a little too academic for you, how about this: this
display is at the end of the hot beverages aisle; if you assume that most
people go through the official entry like we did, the shopper we just saw
is back tracking. So if you look down the coffee aisle you'll see that most
people are approaching us, not going away; so this display is something
they will come across after they have browsed the coffee section!”

“Oh yeah!” Jamie experienced a slight epiphany.

“Let’s keep going through. What about attention? Does this display
get ie?”

This time, he paused before replying. “I think it does, because I know
it will help sell over 200,000 cases this week; OK some of that, maybe half
will come from the main shelf. But the mere fact that it is here, right in

the main thoroughfare means that it must get attention!”
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“To a large degree that is true. But I guess it depends a little on
your definition of attention. Without looking, can you tell me what the
gondola ends behind you are?” asked Simon.

“Well, I know that there are laundry, pet food, and toilet paper
displays; but that’s because they are always there.”

“True, but do you know the brand that is on them? Or whether or not
any of them had any point-of-sale material?”

“I could guess,” replied Jamie, “but I won't” and he turned around to
see what he had missed.

“For people, these types of supermarkets are all about taking short
cuts, using what they call heuristics, little rules of thumb to help you get
through this mass of stimuli. So even though we just walked past these
other displays, they weren’t important for us given our purpose today, so
we tuned them out; we showed selective inattention to them. And this is
how most people shop.”

They were in the Shopmart lobby waiting to be collected for their
meeting.

Megan, Amy’s assistant, met them and took them through to the
meeting room where Amy and Murray were waiting for them.

“Hi Jamie; Simon.”

“Afternoon Amy; Murray,” replied Jamie.

Pleasantries were exchanged; queries on the performance of each
other’s businesses were made and then orders for coffee were taken.

“We're looking forward to this,” said Amy. “We've been looking at
this as well and think it represents an opportunity worth pursuing.” Jamie
probed further to try and understand who they may have been talking to,
but Amy gave little away.

“I was talking to Reg last week,” intoned Murray, “and he said you
have been busy preparing for today; he said you even dragged him away
from his beloved monthly review with the regional team to get involved.”
Reg had not shared this with Jamie or Simon but that was not unusual; he
had good relationships with many of the industry’s senior people.

“You know Reg, always looking for any excuse to get back into the
day-to-day cut and thrust,” replied Jamie.

“What we have done is prepare a very short presentation, just 15
slides that talk about the opportunity we believe exists in coffee. We've

kept it short, but at the end have some thoughts on what we can do to try
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and unlock growth.” Jamie handed a copy of the presentation to Murray
and Amy.

“We have looked across the domestic coffee market and compared
its performance and development with other countries to arrive at a
projected growth rate of 8.7 percent for each of the next three years; this
equates to the amount you see in large font on page one.” Simon took
over from Jamie.

“If you do nothing, you can expect 2 to 3 percent of this; which is
what we estimate your present share is. However, we have identified six
category growth opportunities that, if executed, can increase this figure
substantially.” Murray was flicking ahead to try and find the answer.

“If I can get you to turn the page, I'd like to firstly take you through
the vision we have for the category, as it is this that has helped shape the
six category growth opportunities that we will explain to you shortly.”

“Our vision for the coffee category, across all channels and geographies
in this country is: 70 create an obsessive passion _for coffee culture. By extend-
ing the functional and emotional benefits that coffee has to offer, so that people
pay more for experiences in_familiar occasions.” He paused for a moment to
let the words resonate. Amy and Murray were re-reading them.

“What do you think?” asked Jamie.

Part B: Shopper Insights

In order to bring the shopper into both your interactions with retailers
and internal stakeholders, it is necessary to have insight into both their
attitudes and behaviors. Shopper insights can be described as: statements
of hidden truth, which provoke a positive response from the target audi-

ence and imply an action.

1. Statements of hidden truth
What is hidden from one person may not be hidden for the next.
Social context and the types of information available mean that the
definition of what is hidden can change from one market to another.
A good way to determine if something is hidden is to ask whether it
is available in a summary report through a data provider like IRI or

Nielsen, or in an open source document like an article or omnibus
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report. If it is, then it is not hidden enough for the purposes of our
definition.

Finding a hidden truth requires linking different pieces of infor-
mation together to help answer the question why. The best way to do
this is to start by listing all the information you can find that relates
to a topic you want to write an insight about.

In this example, I am trying to find an insight about the way men
shop in the health and beauty area. The information can come from
a variety of sources like consumer usage and attitudes studies from
marketing, a piece of shopper research that the trade marketing team
ran, a standard Nielsen scan sales report, an article in the press about
male shopping habits and so on. As I read through these sources,
I copy in pieces of information I think are connected to the insight

I am trying to write.

Information Insight Action

Shopping is not a preferred leisure activity
for men in the way that it is for women.
Men shop for their own toiletries until
moving in with someone at which point
they hand across purchasing to their
partner.

Men represent around 20% of all basket
transactions in a standard supermarket.
Men are worried about the potential
embarrassment of having to browse for
their toiletries next to feminine products
like tampons.

Men are buyers and not browsers; they
want to get their toiletry shopping done
quickly.

15% of men purchased facial skincare
products with wrinkle-reducing properties
in 2010, compared with 10% in 2009.
Men prefer mild, unscented products with
multiple benefits.

Male attitudes toward toiletries are
changing, particularly for younger men
who see fewer stigmas attached to caring
for their appearance.

Men have high levels of brand loyalty and
will quote brand names to those shopping
for them.
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We now have to start linking this information together to help
find the hidden truth. To start, find the piece of information that you
consider to be the most basic or foundational.

Men represent around 20 percent of all basker transactions in a
standard supermarket.

Now we have to start peeling the onion below this statement. We
peel away each layer to get to the hidden truth by asking why; and
hopefully the answer to the why question is within the list of Infor-
mation we have above. If it isn’t, then we have to broaden our search
to try and find an answer.

Why do men only represent 20 percent of all basket transac-
tions? Men have traditionally left shopping to their partners; as a
result, they are less experienced than women in navigating grocery
stores and deciding between what can be expensive multiple product
alternatives.

Why is this important? When men do shop, they tend to be
buyers and not browsers in supermarkets; they want to get their toiletry
shopping done quickly and don’t notice new products.

Why is this important? First, because this isnt the way they
behave in other outlets like hardware or electronic shops; given the
time and space, they will browse for longer, looking at technical
information about products and secondly because this makes it hard
to grow their usage of broader male toiletries.

Why do they behave differently? Men are worried about the
potential embarrassment of having to browse for their toiletries next
to feminine products like tampons.

We could continue asking why questions around the area of
embarrassment, but as a general rule if you can peel away at least two
layers of the onion, you should be able to distill what you have found
into a hidden truth.

There will be times when you do not have an answer as to why
something is important or why it is happening when this is the case,
resist making it up. Instead, go back to your internal colleagues and
ask them why, or better still go on an accompanied shopping trip

with a shopper and ask them yourself.
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Here is my interpretation of the hidden truth from this
information.

Hidden Truth

The potential embarrassment of finding themselves next to women
who are shopping for intimate products, or making an incorrect product
choice on what can be expensive products, leaves men both reluctant ro
even enter the health and beauty area, let alone browse for new, regime
expanding products.

Once you have a hidden truth, it needs to be tested against the

second part of our definition.

. That provoke a positive response from the target audience
Ask yourself, “Will the person you are delivering the insight to want
to know more?”

Examples of positive responses include: What drove this resule?
Is there anything we can learn from this? Is there something we
should be doing differently?

Negative responses are usually very brief. Examples include: Who
cares! So what! Why!

What we want to do with our statements of hidden truth is stand
out from the crowd. We want the distillation of our analysis to be
so compelling that the buyer, trading director, or store manager—or
if our target is an internal one like the marketing director or brand
manager—pauses for the briefest of moments and looks our way
wanting to know more.

If you are then certain that your hidden truth can provoke a pos-
itive response from your target audience, move to the third part of

our definition.

. Imply an action
This implication is the last sentence of your insight and should direct
the target audience toward the actions you want to take. It shouldn’t
be a long list of actions, but rather a high-level how that you believe
will help turn your hidden truth into something tangible than can
influence the shopper.

Adding your implication to your hidden truth creates an insight.
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The potential embarrassment of finding themselves next to women
who are shopping for intimate products, or making an incorrect product
choice on what can be expensive products, leaves men both reluctant to
even enter the health and beauty area, let alone browse for new, regime
expanding products.

Creating male friendly spaces, where technical information can be
considered, can help win more males into stores, a shopping group that
has been traditionally hard to capture in supermarkets.

And a good insight is like a fridge. Why? Because when you look
at it a light should go on (Bullmore 2005) and that light should lead
you to many action ideas.

Once you have your insight, you can begin writing actions that

you believe can best bring the insight to life in the retail outlet.

Information

Insight

Action

Shopping is not a
preferred leisure activ-
ity for men in the way
that it is for women.
Men shop for their own
toiletries until moving
in with someone at
which point they hand
across purchasing to
their partner.

Men represent around
20% of all basket trans-
actions in a standard
supermarket.

Men are worried

about the potential
embarrassment of
having to browse for
their toiletries next to
feminine products like
tampons.

Men are buyers and not
browsers; they want to
get their toiletry shop-
ping done quickly.

The potential embarrass-
ment of finding themselves
next to women who are
shopping for intimate
products, or making an
incorrect product choice
on what can be expensive
products, leaves men both
reluctant to even enter
the health and beauty
area, let alone browse for
new, regime expanding
products.

Creating male friendly
spaces, where techni-

cal information can be
considered, can help win
more males into stores, a
shopping group that has
been traditionally hard to
capture in supermarkets.

Create a male
only aisle with
products that
appeal to men.
Provide
technical
information
about products
not already on
the pack at the
shelf edge.
Offer male
discount days,
10% when you
spend a certain
amount.
Create ways to
link regimes
of products
together

so men
understand
how things
complement
each other.
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e 15% of men purchased e Use terms like
facial skincare products Good or Better
with wrinkle-reducing or Best to
properties in 2010, group products
compared with 10% in together.
20009. e Position male

e Men prefer mild, products away
unscented products from female
with multiple benefits. products.

e Male attitudes toward e Provide
toiletries are changing, guaranteed
particularly for younger return policies
men who see fewer stig- on incorrect
mas attached to caring choices.
for their appearance. e Provide

e  Men have high levels simple usage
of brand loyalty and tips about
will quote brand names categories of
to those shopping for products.
them.

Consumer insights are different from shopper insights in many ways,

not the least of which is their actual definition.
Johnson & Johnson use this definition of a consumer insight:

A statement expressing a deep understanding of your target consumers’
attitudes and beliefs relating to a specific area/subject.

Which connects at an emotional level with your consumer.

Provoking a clear response and when leveraged has the power to change
consumer behavior.

At an operational level, there are also significant differences.

Who

* Consumer insights target the consumer, the person who cither
directly or indirectly uses the product. (Indirect usage might
be a mother applying lotion to her baby.)

¢ Shopper insights have a dual target; either the customer, who
holds access to the media (the store) that we want to access or

the person who is making the actual purchase decision.
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What

 Consumer insights focus primarily on the consumption
occasion and the prevailing attitudes and behaviors associated
with it.

* Shopper insights focus on the behaviors and attitudes of

people in the act of making a purchase decision.
Where

* Consumer insights should be focused on the moments
surrounding consumption, both before and immediately after.
* Shopper insights are derived from the path to purchase; this
is the time from the realization of a need until a product has

been purchased for consumption.
Emotions, behavior, and attitudes

* Consumer insights need to connect with their target at
an emotional level, not just provoke a positive response as
shopper insights must.

e When targeting shoppers, insights need to influence both
emotional and functional attitudes and behaviors, the
majority of which reside in the subconscious of the shopper
or are difficult for them to explain. When targeting the
customer, they primarily seek to influence the functional and

pragmatic needs they have to create value in their business.
How

* The research methods and location used to uncover both
types of insights are often quite different, with tools like eye
tracking, shop-alongs, in-store intercepts, and scan and loyalty
card data being popular and effective in gathering shopper
insight. Focus groups and in-home observation are preferred

tools in gathering consumer insight.
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Here are some examples of shopper insights and the corresponding

action.

Flu Vaccinations
Insight

The best thing any mother can do for her family is to stay healthy, so she
can care for them.

And staying healthy in flu season means planning ahead of time.

At Walgreens there is everything to help you arm yourself (Breen
2011).

Action
“Arm yourself” by getting your flu vaccination at Walgreens campaign.

Result

* 450 percent increase in number of flu shots given

e 22 percentage point increase in unaided consumer awareness
of Walgreens as a destination for flu shots “provider of health
services”

* 45 percentage point increase in equity measure “provider of

health services that are easy to access”

Baby Care

Insights

The arrival of a baby brings about fundamental change to the routines of
the household.

New patterns of shopping behavior are created, and parents begin vis-
iting new stores or new parts of presently used retail outlets. At the same
time their basket sizes grow, their household income may drop and the
time available to shop also reduces.

Learning about so many new products at once, many of which are

quite expensive, adds to both the joy and the stress of the arrival of a new

child.
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Stores that make baby shopping easy and enjoyable are best placed to
win this valuable and changing shopper (Bordier 2011).

Action

Baby World implemented where all baby products are located in one

place.
Result

+11.6 percent

Feminine Hygiene
Insight

The Feminine Hygiene category carries with it the stigma of embarrass-
ment, and an associated feeling of low health; it is therefore not some-
where the shopper wants to browse for a long time.

This is why it is one of the most quickly shopped categories in the
health and beauty department.

The main shopping behavior is to “grab and go” with women using
pack shape and color as the key means of navigation.

Incorporating brand and color cues into the planogram design is the

single most important thing to do to lift shopper satisfaction.
Action

Planogram laid out by pack color

Results

+11 percent value increase

The Shoppers’ Attention and Point-of-Sale Material

If shopper marketing is about building brands and revenue at retail, then
POSM execution is one of the fundamental ways of achieving this. Shop-
per insight is fundamental in the design and execution of any POSM that

you intend to place in a retail space.
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The job of all shopper marketers is to create POSM that leverages
conscious and subconscious shopper behavior to improve revenue and
build equity. POSM is able to do this by making the brand and category
temporarily more accessible in your memory so that it can be associated
with a need (Nedungadi 1990; Shapiro, Maclnnis, and Heckler 1997).

It is important to note that activation of one brand will spread to
other related brands in the category; therefore, if you don’t get your design
right, you may well be spending money on POSM that simply cues the
category and not your specific brand! (McKoon and Ratcliff 1986).

It is also crucial to remember that the shopper is usually in motion,
and so our POSM must capture attention within narrow time and atten-
tion spans in much the same way that outdoor advertising does.

To this end the shopper’s attention is captured in two different ways:
The first is called “tcop-down” attention. This is where we look for things
that are on our list, either written or in the memory. The second is called
“bottom-up” attention, where the contrast of the stimulus associated with
the product attracts our attention (Wedel and Pieters 2008; Wolfe 2005).

The factors that influence bottom-up attention, like the contrast of
the package or POSM, are twice as important in determining the speed
with which a shopper can undertake a successful brand search when com-
pared with top-down factors that are often influenced by out-of-store
communication (Chandon et al. 2009; Lans, Pieters, and Wedel 2008).

Given that a large percentage of shoppers will not go down the aisle
where your products are found, because it is not something they are allo-
cating top-down attention to in that shopping trip, activating their latent

need for the product through bottom-up attention is critical.

Fluency

The ease with which we process information like POSM is known as
processing fluency.

Processing fluency is influenced by the familiarity of the stimulus, so
for example an advertising visual or message, which has been exposed to
the shopper repeatedly through an integrated campaign, will be processed
by them more easily and quickly (Alter and Oppenheimer 2009).
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Top down Shopper goals

For example: replenish the home, buy
dinner for tonight, buy what’s on my list

Active shopper search
For example: using the colour and shape of
products in memory they search for the
what they need

Shopper de-selection
The shopper ignores much of what they see
allocating their attention on products that
match their colour and shape expectations
from memory

Shopper selection
Shopper selects products that have
caught their attention

Shopper engagement
The shopper allocates attention to the product
and considers it relative to either patent or
latent goals

A

Visual marketing stimulus
The shopper’s process of de-selection is
interrupted by the salience of a product or
display material around it

Bottom up

Figure 4.1 Top-down and bottom-up attention

Because of this, try to make the POSM easy to process for the shopper by:

o linking it with visuals that are part of an integrated campaign
* and using design that is able to be simply processed

But, don't just take images from other media and plaster it all over
the POSM; think about where, when, and how the shopper will be com-
ing in contact with it and what their barriers and drivers will be at that

time.
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Designing POSM

When designing POSM to achieve processing fluency, consider these

six key design elements:

1. Color

2. Shape

3. Key visual
4. Text

5. Price

6. Brand logo

(Deherder and Blatt 2011; Meurs and Aristoff 2009; Pieters and Wedel
2007; Wolfe 2005)

Color

Color helps create contrast from the surroundings and thereby attract
visual attention from the shopper (Pieters and Wedel 2007; Scamell-Katz
2012; Wolfe 2005), and we are able to recognize color much faster than
the physical environment around us (Vul and MacLeod 2006).

Shoppers use color as one of the means to help them first de-select
what is not relevant in their surroundings. To this end, over two-thirds
of all fixations in a supermarket are on color (Itti 2005; Scamell-Katz
2012). In this way, it helps speed brand or product recognition. This
can sometimes be difficult, especially where the brand owns a color that
is common across the category, for example, with red, green, or blue in
beer. In this instance, color needs to be used in conjunction with other
design variables to create a brand identity that can capture attention in
an environment where competing POSM can be displayed side by side.

Colors also have the ability to evoke images, ideas, and feelings and
these associations can change by country or culture. But too many colors
can create clutter, which leads to confusion (Meurs and Aristoff 2009).

Because of this use a base color ro either connect with the brands existing
Jootprint, or choose a high contrast color from the existing category code to
draw attention by standing out.

Also, focus on fewer colors and understand the image and feeling you

expect it to evoke.
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Shape

While color can be processed and recognized quickly, the same is not
always true for shapes (Spring and Jennings 1993; Treisman 1986). How-
ever, when the shape is unique, or at least in contrast to those around it,
there is the possibility of improving the speed with which it is recognized
(Hawley, Johnston, and Farnham 1994; Treisman 1986). For example, a
needle in a haystack is indeed hard to find because it is similar in shape to
the hay around it. However a red tennis ball in a haystack would be much
easier to find! (Treisman 1986).

Because of this, use the combination of shape and color to create an iden-

tity that is unique and therefore easier to be recognized quickly by the shopper.

s

Figure 4.2 Color and shape owned by Haribo

Source: Photo from author.
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Images

Pictures are more memorable than words; they are, therefore, a key link to
building fluency with the shopper in-store (Lutz and Lutz 1978).

Images are simple to process and are more likely to be viewed before
text (Maclnnis and Price 1987; Meurs and Aristoff 2009; Pieters and
Wedel 2007). When they are used instead of words on in-store signage,
they have been shown to increase shopper conversion to purchase (Quinn
2012). They are also easier to remember, so easier to associate with prior
learning (Itti 2005).

When the image is a person and they appear to be making eye con-
tact, the shopper will feel more directly addressed by the POSM (Meurs
and Aristoff 2009).

To this end, the use of human faces in POSM can be important.
In fact, when it comes to TV advertising, 76 percent of all visual gaze

activity is on faces. Faces attract strong visual attention because they
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Figure 4.3 The ubiquitous use of faces in skincare

Source: Photo from author.
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provide valuable information about mood and intent. They lift the emo-
tional engagement of any advertising (Ahern 2010) while also providing
an access point for what can often be quite an abstract advertising mes-
sage (Cody 2011). Faces can also increase the perception of trustworthi-
ness (Riegelsberger, Sasse, and McCarthy 2004).

Because of this, prioritize images of people to attract attention over text.

However, as the number of visual elements goes up, recall and recog-
nition goes down (Meurs and Aristoff 2009). And so while a person may
attract attention, the product visual may only receive secondary attention.

Because of this minimize the number of visual elements in the POSM.

But realize that the image of the people may detract from visual recogni-
tion of the product.

People will look at the eyes first; good design finds a way to link the eye
gaze of the person in the POSM with the product.

Celebrities versus Products

At the 2012 Shopper Insight to Action conference in Amsterdam,
DPepsi presented an interesting case where they tested the effectiveness
of their POSM, which featured one of the most popular people in
India, their cricket captain, MS Dhoni.

What it found was that people had strong recall and like for the

image of Dhoni, but when asked afterward what product he was hold-

ing, only half could identify it as Pepsi!

A product shot speeds up recognition and recall and therefore assists
in building fluency (Meurs and Aristoff 2009).
Because of this, where your POSM is used away from the actual product,

then use a product shot ro generate recall or recognition.

But where your POSM is used with a product display, this is not necessary.

Merchandising imagery that reflects the prior knowledge or experi-
ences of the shopper elicits a deeper recognition response (Pieters and
Wedel 2007). This may be because shoppers constantly have to project
themselves into the future, where the product they are considering will
be consumed, in order to make a final purchase decision about its utility
(Thaler 1980). In some instances, imagery may even provide a surrogate

experience (Macinnis and Price 1987). To this end, merchandising in



CHAPTER 4 55

' the
Bassio

= W2 :
70//530 Z A

~ &

Figure 4.4 Great combination of eyes and product (Vivid brand)

Figure 4.5 Coke is clearly available in this Russian kiosk

Source: Photo from author.
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Figure 4.6 One of my main dislikes is the use of product shots next to
the real product!

Source: Photo from author.

support of key consumer rituals, such as home-based eating, is reported
as delivering strong and noteworthy sales lift in the United States in 2012
(SymphonylIRI Group 2012).

Because of this, use imagery that reflects everyday occasions.

Our visual system is sensitive to motion given the possible threat that
predators once played in our daily lives.

Because of this, the use of inferred motion can often attract attention over

still objects.

Text

Fact: Verbal suggestive selling to shoppers increases sales.

Whether it is McDonald’s asking if we would like fries with that,
children being asked if they would like fruit, or associated selling in a
café, prompting people with questions increases sales (Hoffman 2011;
Schwartz 2007).

Because of this, find ways to call to action in your messaging.
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If it gets their attention, shoppers will look at POSM for just a few
seconds, and given their reading speed, are only likely to take in up to five
words (Meurs and Aristoff 2009; Yang 2012).

Chances are that they won't read the whole word either, instead
fixating between the beginning and middle of the word when reading it
(Hoffman 1998).

Too much text, or if it is difficult to read, will affect attention, recog-
nition, recall, and the appeal of the POSM (Itti 2005).

Because of this make sure the message uses a large, everyday font, preferably
in black, that anchors the meaning of the pictorial (Pieters and Wedel 2007).

Using words with an image anchors the meaning of the message and
can lead to more consistent interpretation of the ad (Lutz and Lutz 1978).

Benefit messaging appeals to users, social messaging appeals to non-

users (Path to Purchase Institute 2012).

Figure 4.7 Coke are very good at incorporating occasion imagery into
their POSM

Source: Photo from author.
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Because of this, identify who is the target of your POSM and design the
message accordingly.

Also consider their mission and the buying mode.

When words follow the image, they help the shopper recognize the
product or brand (Rossiter 1982). To this end, words that are below
the image receive more attention than words above the picture (Garcia,
Ponsoda, and Aranz 2000).

Because of this, place your main text below the visual.

Here are examples of some of the key types of messaging you can use:

* Competitive comparisons
e Functional benefits

¢ Product demonstration

e Convenience benefits

¢ Endorsement

e (Guarantees

¢ Promotional offers

e Prize offers

* Loyalty bonuses

e Price

While fluency is important, my preference is to use similar images to
above-the-line media, but couple them with more practical, benefit-led

messages using the list above (Dhar 2012).

Price

Shoppers engage in very little price comparison in-store (Dickson and
Sawyer 1990; Hoyer 1984; Sorensen 2009; Underhill 1999). However,
shoppers are sensitive to relative prices not absolute prices. Anchoring
shoppers in a base price and then showing them the discount, allows
them to understand the relative value of the offer (Tversky and Kahneman

1974).
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When comparing promotional offers, shoppers often neglect base
prices when processing percentage change information. For example, a
price discount may be presented as a 33 percent price reduction on a
$10 item, and a bonus pack may be presented as a 50 percent quantity
increment on a 350-mL can. This results in an advantage for promotions
that offer a percentage free over an equivalent price discount (Chen et al.
2012).

Because of this, use the word Free over Discount.

Because of this, show the base price and promoted price together.

We will look at price in more detail in Chapter 12.

Figure 4.8 Always make sure the nonpromoted price is prominent; in
this example, it’s not

Source: Photo from author.
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Brand Logo

Mentioning the brand in the headline speeds up the recognition of the
POSM (Franzen 1994; Meurs and Aristoff 2009). The branding will also
receive the most eye fixations per unit of surface area (Wedel and Pieters
2000).

Because of this, provide branding prominently in the headline.

Design Layout

Bringing these elements into harmony is critical so that the message can
be understood in a single gaze and thereby achieve a faster impact on the

shopper.

Figure 4.9 Brand logo in the headline

Source: Photo from author.
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Because of this, the design of the layout must be structured for the fastest
recognition possible, while addressing the main purchase driver or barrier of
the targeted shopper.

When we look more closely at what drives or prevents our purchasing
behavior, it is very different by category.

Drivers are factors that motivate people to do what we want them
to; we want to re-enforce and strengthen these with our POSM. In the
alcohol category, a recent UK study found that the reasons shoppers make
unplanned or impulse decisions in-store is: to treat myself or others (IGD
Shopper Vista 2011).

Barriers are factors that prevent people to do what we want them to;
we need to overcome or work around these. Barriers come from either
analyzing research or direct observation of the shopper in-store.

When you assess your final design, ask yourself if it overcomes a pur-
chase barrier you have identified for the brand. A list of generic purchase

barriers to consider is shown in the following table.

Table 4.1 Generic barriers

How would this be expressed

Barrier by the shopper?

The brand has weak equity with It’s not a brand I ever think of or look for.
consumers.

The brand identity is not clear to the It’s not a brand for me.

shopper.

The brand lacks emotional closeness. [t’s not a brand that means anything.

The brand communication lacks visibility | It’s never something I think of when

in-store. [ browse.

The taste perception is poor. [ tried it before and didn’t like it.
There is low loyalty for the brand. [ buy it sometimes but not very often.
The brand only appeals to a limited It’s a little niche, [ wouldn’t consume
number of occasions or needs. it often.

(Continued)



62 SHOPPER MARKETING

Table 4.1 Generic barriers (Continued)

Barrier

How would this be expressed
by the shopper?

There is a pricing problem that works
against the brand.

The value isn’t good.

The packaging lacks visibility at retail.

I never notice it.

There are lot of consumers who have tried
and rejected the brand.

It doesn’t do what it says it will.

There is an issue with shoppers forgetting
what brand or variant they bought last
time.

It’s so long between purchases that I can’t

remember what [ bought last time.

The brand is not visible enough at retail.

I have to search so hard to find it.

The brand availability is not sufficient.

It’s only available in random places.

There is confusion about or among brand

variants.

They look so similar on the shelf.

The brand is just one of a large repertoire.

[ like to experiment across brands.

The brand is not associated with the need
state behind the occasion.

It’s not the right product for the occasion.

The product benefit is not clear in-store.

The packaging doesn’t say what it does.

The shopper does not understand how the
products differ and defaults to the cheapest
item.

[ don’t understand how they are all
different.

The category has an image problem.

I would never shop products from there!

The category is uninviting and is quickly
browsed.

[ just grab and go.

The category is not shopped regularly.

I only shop these products occasionally.

The category is viewed as a commodity
and the shopper acts accordingly.

[ look for what'’s cheapest.

The category is not easy to shop and so
most browsing time is spent orientating

rather than looking for something new.

It’s like a puzzle at the shelf!

There is a lack of relevant occasions for
use of this category or brand.

When would [ ever use it?

There is a problem around lack of
perceived difference between brands in
the category.

They all do the same thing.

Selection at the bar or shelf is heavily
ingrained.

I buy the same thing most of the time.
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Touch Points

Information obtained through the hands is known as haptic informa-
tion and when shopping, the use of hands to evaluate the product is very
important (Peck and Childers 2003). When combined with visual actri-
butes, touch helps inform judgments relating to the social, psychological,
and sensorial benefits of the product (Rahman 2012).

The use of hands while shopping increases the person’s involvement;
and the more involved a shopper is, the more motivated they are to deploy
their attention (Celsi and Olson 1988).

POSM is often the bridge between attention and purchase; in order
for it to achieve this, it must first convert attention to touch. Therefore,
displays or packaging that prevents this should be avoided.

The places where we position our POSM is known as a touch point.
Shoppers use multiple outlets and shopping missions to meet their needs.
This provides multiple touch points where we can communicate with
them.

Because of this and what we know about shopper behavior, we have to be
targeted and choiceful about what we spend time and energy placing in _front
of them.

In general, the following guidelines about POSM location are some-

thing I frequently use when putting together an execution plan.

Outside outlet

* Minimize the POSM used outside the retail outlet; use only
items that can help the shopper understand what is inside the
retailer.

* In windows, feature new products, using nonabstract

messaging and visuals.

The outlet’s entrance

e The area around the door handle receives the most visual

attention.
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* The area around waiting baskets and carts also receives visual
attention.

¢ The landing zone after the entrance is where the shoppers will
stop and orientate themselves; high-level signage that can be

seen from here can help them.

Navigating around outlet

* POSM should be faced in the direction of the shopper traffic
flow.

e The racetrack around the store is often more visited than the
individual aisles and a good place to locate material.

e POSM in natural intersections where the shopper changes
direction is more effective.

e The area near stairs, corners, or doors will be ineffective as the
shopper is busy navigating.

* DProducts will get a halo effect from the areas they are placed
in; for example, displaying your product in the fresh fruit and

vegetable area will cue freshness.
Browsing at selection point

¢ Shelf wobblers direct attention to the area immediately
around them, not necessarily at them.

* A shelf barker (a small billboard fixed to the edge of the shelf)
will receive the most visual attention of all POSM.

e The area behind service staff receives some visual attention.

All of the above suggestions can be summarized in the Target score-

card that I use when designing and evaluating a piece of POSM.

Target Scorecard

The Insight and Occasion

* Does it link with an insight we have about the shopper? If so,
what is that insight about?
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* s there a link with an occasion that we know the shopper is

thinking about?

Attention

* Is the brand highly visible in the headline?

* Would it get the shoppers’ attention, in a crowded retail
space, given the mission they are on?

* Is every visual element readable from 1m distance?

* Is the font in high enough contrast to be read from a distance?

* s the shape used to create contrast from other POSM that
will be displayed near it?

* Is there a texture that conveys meaning?

* Are words to the right and images to the left?

¢ Is there a single key visual element?

* Is the POSM visible on the background of the installment
spot?

* Does the POSM communicate one simple thing?
Relevance

e Is it consistent with the rest of the brand look?
¢ Is the color linked with the brand?
* Does it connect with images from the integrated campaign?

¢ Do the words associate with the brand?
Get the Purchase

* Does this message overcome a purchase barrier?

¢ Is the main claim made of no more than five simple words
at the maximum?

* s the price font type very clear?

¢ Is the price font color in high contrast to the background?

Based on the answers to the above questions I then decide if the

POSM should be thrown away, re-designed or kept.
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Top Tips

The word insight can be used incorrectly. Align on a
definition of what a shopper insight is and then make sure
the insights you create meet this standard.

Gather all existing POSM in a large room. Review all of it
using the TarGet tool. Don’t be surprised if you decide to
throw a lot of it away as a result.

Make sure that all future POSM is designed for shopper-
impact, not brand salience.

Remove POSM from all touch points that are not

maximized for shopper impact.
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The Key Points in This Chapter

* The second step in shopper marketing is to identify a shop-
per conversion opportunity.

* An increase in shopper conversion will lead to increased
profit and shopper loyalty.

* There are five key ways of finding a conversion oppor-
tunity, ranging from simple (e.g., outlet or scan data) to
advanced (e.g., shopper funnel data).

e It is not necessary to have a conversion opportunity to
execute shopper marketing but without it, it is difficult to
show the retail impact of your activations when evaluating

them.

Part A: Finding a Shopper Conversion Opportunity

“Think of it like a marketing funnel” Simon was trying to explain to the
project team how they would turn their category vision into something
more tangible for Shopmart.

“The funnel we use to track Grande Blend is something like: awareness,
consideration, trialed, preferred, and most often right?” and he looked at
the insight director for affirmation. He nodded so he continued writing
on the whiteboard, “from memory our Grande Blend funnel is something
like 90 percent awareness, 80 percent consideration, 65 percent trialed,
20 percent preferred and 20 percent most often used. So 20/90 means
that we convert about 18 percent of all people who know about Grande
Blend into most often consumption.”

“We have to do the same for coffee as a category in Shopmart; we have
to determine how many of their shoppers they convert into coffee and at
what frequency they are able to do this. Then we have to use this as our

base for improvement.”
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“Think of it as the Shoppertunity,” he continued, “Its how we take the
growth opportunities we have and turn it into a more manageable target for
the retailer, one they realize through changing the behaviors of their shoppers.”

“Surely it would be easier to try and grow their share of the cate-
gory, simpler and easier to understand and track” replied the marketing
manager.

“The problem with share is that it’s a relative number and not an
absolute number; and Shopmart want absolute growth” countered Jamie.

“Im pretty sure that any business school in the world will tell you that
the quickest way to grow sales is to grow share,” Julie was trying to keep
the conversation grounded, “so I'm not sure I buy your relative/absolute
argument. But what I do know is that share in total coffee, not just the
channels we play in, is impossible to track accurately and keep updated
and so I'm not sure we could use that as an indicator of growth anyway.”

“What I want to be able to do,” said Ben, “is tell Shopmart something
like this: of all your shoppers you get only x percent to actually buy any
coffee. This compares to a benchmark of y percent. The reasons they don't
buy is ... and we can help overcome this by ....”

“We buy so much data, don’t we already know this?” asked Julie.

The conversation turned to the types of data they already bought and
the merits of each source.

Ben was a fan of numbers, he liked them over words. They were
somehow truer and less prone to misinterpretation. He liked his team to
present numbers in simple tables that showed comparisons across prior
periods. He liked to see the numbers before they were presented in graph
form too, because the scales used on a graph can be misleading when you
view them one after the other.

Retailers liked numbers too he knew; in fact they were obsessed by
them. It started with prices and their fixation with being lower than their
competitors, there was profit per facing on the shelf and inventory ROI
they got from everything they carried in their range, and from there it
extended to their margin percent and on again into the bar codes, that
allowed products to enter their internal systems for shipment and sale
to the shopper. In his mind, retail was a numbers game in the way that

marketing was a pictures game.
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Shopper Marketing was a blend of numbers and pictures, not pictures
and then numbers like consumer marketing was. The tension was that it
didn’t feel like the consumer was at the heart of what it was about, and
this is why the marketing team would always be a little combative when
it came to discussing it.

“Retailers like numbers; we have to find them some that make the
juice from this project worth the squeeze.”

“Well there is your answer then, Ben will pay for you to find the data
you need!” and with a flourish Julie closed her notebook to illustrate that
the discussion was finished.

“I have to go, but I'll leave you here to work through the details.” She
concluded.

“I have to go too,” said Ben checking his watch. “We'll work out the
funding; just get a plan in place that gets this done with the minimum of
fuss. When are we due back to Shopmart on this?”

“Next Monday, that’s when we have to agree exactly how and what we

are going to do.” And he pointed to a flip chart with the relevant bullets:

* What is the objective?

e What questions do we have to answer to meet our objectives?
* What is the scorecard we will use?

e What are the stages or timeline of this project?

* Who will be involved from both companies at each stage?

“The objective is going to be the conversion opportunity we identify
together through creating a shopper funnel in a selection of their stores.”

“But for now,” said Simon, “we’ll try and create the data for that lictle
wish paragraph of yours from earlier.”

“Excellent!”

Part B: Valuing the Shopper Conversion Opportunity

The main topic in this chapter has been finding a conversion opportu-
nity to make the category vision more tangible for the retailer; this is the

second step in shopper marketing. A focus on conversion is important,
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Figure 5.1 Shopper marketing model

because lost conversion and reduced shopper loyalty are strongly related
(Conroy and Bearse 20006).

A conversion opportunity is a performance gap relative to an appro-
priate benchmark.

It is not necessary to have a conversion opportunity to do shopper
marketing, but without it, it is difficult to show the retail impact of your
activations when evaluating them. It is a much simpler step than creating
a category vision and, if done well, will provide the fulcrum for moving
many difficult discussions with retailers forward.

Shopper Conversion is a retail obsession! As it is more profitable to
help a shopper finish their purchase quickly than interrupt and slow
them down (Sorensen 2010a), branded suppliers and retailers who work
together to convert more shoppers to purchase stand a better chance at

winning over time. Why? Because a 5 percent increase can increase profits

by 125 percent (Allen et al. 2005; Reichheld 2001).
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Basic Advanced \
Outlet data Scan data Panel data Segmentation Shopper
data funnel data

=

“Beans are 35% “Total coffee sales “Premium coffee “You are getting “Navigating to
of our sales to per store per basket 7% less value browsing
you, versus a week are 20% penetration is at from premium conversion is
benchmark of lower than your 12% versus a shoppers than the 60% versus a
40% to similar competition, benchmark of benchmark benchmark of
stores, improving improving = 15%, improving = improving = $750  65%, improving =
= $500 profit per $2500 profit per $1000 per store” per store” $2000 per store”
week” week”

Figure 5.2 Finding conversion opportunities

There are five key ways of finding a conversion opportunity, ranging

from simple to advanced.

Using Outlet Data

The simplest form of data is often sell-in information. This is the base
information that you have available from your invoice transactions. Many
retailers do not release their scan data to providers like Nielsen, so you
have to rely on a retail audit or panel data to gauge their sell-out perfor-
mance. However, sell-in data can still provide the information needed to
find a conversion opportunity, albeit one that is based on your own and
not category data. Here is an example using coffee data for the average

store:
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How is the Big
Beverage company
performing in Shopmart
versus performance
with similar/competing

retailers? Benchmark
Sell In Data
Volume Sales (kgs) per outlet 95.0 kg 100.0 kg
Value Sales per outlet $1,924.00
Value per volume unit $19.24
% Growth 5.50%
Segment Sales Mix
Beans 10%
Roast and Ground 10%
Freeze Dried 20%
Granules 30%
Powder 20%
Mixes 12.0% 10%

In this instance, we could calculate the conversion opportunity in
numerous ways.

For example, we could say that the retailer sells five less kilograms per
store versus the benchmark and that by increasing sales by this amount,
they could realize an additional 5.2 percent growth.

Or we could say that their value per kilogram is 3 percent less than
the benchmark, and that by selling more beans, or roast and ground they
could increase this amount and lift sales.

The main downside of course is that it is only manufacturer data and

not category data.

Using Scan Data

The most ubiquitous data for finding conversion opportunities is scan
data. It exists through either retailer sources like Nielsen or direct from
retailers in most markets.

Here is an example using coffee data:
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In this example, we have both category data and Big Beverage
Company data compared against a benchmark.

A summary for the retailer would be: if Shopmart can lift its growth
rate to the market average of 2.2 percent, it will grow an additional
$13.1 million.

You can also use market share comparisons using All Commodity
Volume (ACV) ratios, for example:

Shopmart has 19 percent of the national coffee category but 19.5
percent of the total market ACV. Closing this 0.5 percent share gap
would equate to $26.5 million in value. The segments where this growth
can be unlocked are usually the ones where the retailer undertrades; in the
above example, this is mixes and freeze dried.

While it is always best to lead with category-based conversion oppor-
tunities, it is also important to understand the conversion opportunity for
your own brand portfolio. Retailers understand that manufacturers are in
business to make a profit and that their motives for growth are not ultra-
istic, so you should be prepared to discuss this with the retailer. In fact,
if they have started to ask you about “what’s-in-this-for-you” it may be a
good sign that the category conversion opportunity you have identified is
motivating for them.

In the above example, the Big Beverage Company has a 30 per-
cent share of the Shopmart coffee category and the same in the
benchmark, so their conversion opportunity is to lift the growth rate
to be ahead of the benchmark; given that they are already growing
above the category, this might be difficult. They slightly undertrade
in mixes and skew heavily against coffee powder, so this represents an

opportunity.

Using Panel Data

A great data source for calculating conversion opportunities is panel
data. It comes primarily from two sources: household panel data or

retailer basket data. It provides data that can be used to build a model of
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category value; the value it delivers may differ from the reported size of

the category, but do not worry about this as its true value is that it breaks

this value down into levers that give much greater insight into shopper

behavior.

Here are examples of the three types of models this data can help

construct:

Household Penetration Model

(A*B)*(C*D)

How is the
Big Beverage
How is Company
the Coffee performing
Category in Shopmart
performing versus
in Shopmart performance
versus their with similar/
competitive competing
benchmark? | Benchmark | retailers? | Benchmark
Household
Penetration
Model
A. Total 11,300,000 11,300,000 11,300,000 11,300,000
Households
B. Household 25.0% 23% 14.0% 14.1%
Penetration
C. Purchase 5.50 5.7 2.3 2.2
Frequency
D. Average $12.96 13.2 $8.42 8.3
basket spend
Category Value | $201,366,000 | $196,137,628 | $30,618,819 $29,111,184
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This model tells us that the coffee category in Shopmart has two
immediate areas where it can improve: purchase frequency and average
basket spend.

A summary for the retailer would be: If we can increase the num-
ber of purchases from the category that your shoppers already make by
0.2 percent to be the same as the benchmark, or in real terms an additional
56,500 transactions per year, we could grow the category by 3.3 percent.

When we look at the Big Beverage Company data, we can see that
their main problem is household penetration. If they can increase pene-
tration by 0.1 percent, or in real terms 11,300 households, they can grow

their sales by 0.7 percent.

Four-Way Model
How is
the Big
Beverage
How is Company
the coffee performing
category in Shopmart
performing versus
in Shopmart performance
versus their with similar/
competitive Bench- competing | Bench-
benchmark? mark retailers? mark
4-Way Model
A. Total Baskets 6,215,000 5,717,800 6,215,000.0 5,717,800
per week
B. Basket 4.8% 4.9% 1.1% 1.2%
Penetration
C. Number of 1.8 1.9 1.1 1.1
items purchased
D. Average price $7.20 $6.95 $7.65 $7.55
of items purchased
Category Value $201,043,814 $192,383,043 | $29,915,157 $29,631,469
((A*B)*52)*
(C*D)
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The four-way model uses basket data, which is becoming more com-
mon as computing power becomes more affordable.

The data shows that the coffee category in Shopmart has 0.1 percent
less baskets per week with coffee in them, while within those baskets there
is 0.1 less items than the benchmark. If Shopmart can increase baskets
with coffee in them by 6,215 baskets in total and add an additional one
item in every tenth basket, it can grow sales by an impressive 8 percent!
While, for the Big Beverage Company increasing basket penetration by
0.1 percent or 248 baskets per week would translate into an 8 percent

sales increase also.

PLT.A Model

The PITA model is a formula that focuses on the total trips per year a
household makes to a particular retailer, and then within those trips, how

many contain the category.

How is
the Big
Beverage
Company
How is performing
the Coffee in Shopmart
Category versus
performing perfor-
in Shopmart mance with
versus their similar/
competitive Bench- competing | Bench-
benchmark? mark retailers? mark
PITA Model
A. Population 2,825,000 2,599,000 2,825,000 2,599,000
B. Inter-purchase | 46.0 45 46.0 45
frequency
C. Transaction 12.0% 12.7% 2.8% 3.1%
Frequency
D. Amount spent | $12.96 $13.21 $8.42 $8.31
Category Value $202,098,240 $196,137,628 | $30,072,054 $30,209,763
(A*B)*(C*D)
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The data shows that 2.8 million households shop at Shopmart in a
given year. They make an average of 46 trips and 12 percent of these
contain coffee; however, this is 0.7 percent less than the benchmark.
Therefore, if Shopmart can lift penetration by 0.7 percent or an addi-
tional three trips over a year, they could grow sales by 6 percent.

For the Big Beverage Company, the problem is also less penetration
on shopping trips. They are 0.3 percent behind the benchmark. If they
could close this gap, in real terms an additional 1.3 trips per year, they

could grow sales by an impressive 13 percent.

Using Shopper Segmentation Data

Shopper segmentation is becoming more popular as a means of gath-
ering insight; however, it can also be used to generate a conversion
opportunity.

Shopper segments are often used by retailers as a foundation to ground
their marketing campaigns and assortment decisions. For example, when
I was working with Watsons in Thailand they used these shopper seg-

ments to represent their retailer universe.

e Cosmetic lovers

* Sophisticated big spenders
* Occasional shoppers

* Sensitive skin

e All rounders

 Skincare starters

e Fun PC lovers

* Juggling mums

When they were then evaluating new products, for example, they
would ask: Is this a product our Cosmetic Lovers would want to buy
from us? Other retailers have similar shopper segments, here is another
example (Hoyt 2007):
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Wal-Mart

* Brand aspirationals

e Drice value shoppers

* Trendy quality seekers
 DPrice sensitive afluents
* One stop hoppers

* Conscientious objectors

* Social shoppers

79

Manufacturers are also using shopper segments, as a means of under-

standing more about the behavioral and attitudinal insights around why

people buy their products. Shopper segments are found using algorithms

that distinguish observed behaviors and/or answers to surveys. Here is

an example of the questions you could use to classify a shopper in the

skincare category.

* Good skincare only requires a few basic products like a
cleanser and moisturizer

* [ choose skincare products that reduce lines and wrinkles on
my skin

* [ know a lot about skincare

* I would only go to a dermatologist if I had a serious skin
problem

* Opver the counter products are better than those available on
the shelf

* When choosing products I place a lot of importance on

anti-aging benefits.

I have used shopper segmentation to calculate a conversion oppor-

tunity where no other form of accurate data has been available, or when

competitors were already using panel data and we wanted to differentiate

ourselves with the retailer. Here is an example:
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In this example, Shopmart are getting 7 percent less value from their
premium shoppers than the benchmark ($13 051 500/$14 095 620).
If they are able to increase the value they get from these shoppers to the
same as the benchmark, they would realize an additional $36.5 million or
3.6 percent ($14 095 620 - $13 051 500) * (35% * 100).

Using Shopper Funnel Data

A shopper funnel is made up of distinct steps that represent the shoppers’
path to purchase from the moment of entry through to the purchase.
These steps represent points in the shoppers’ journey, when they have the
opportunity to engage with the category or brand under investigation.

Here is an example for the coffee category:

How is the
Big Beverage
How is company
the Coffee performing
Category in Shopmart
performing versus
in Shopmart performance
versus their with similar/
competitive Bench- competing Bench-
benchmark? mark retailers? mark
Shopper Enter- 100% 100% 100% 100%
ing the store
A. Shopper 19.0% 21% 19.0% 21%
Navigating into
the category
aisle
B. Shoppers 12.0% 13% 12.0% 13%
Browsing the
category
C. Shoppers 8.0% 9% 1.6% 2%
touching a sku
D. Shopper 7.0% 8% 1.4% 2%
Purchasing
(Entry to 19% 21% 19% 21%
Navigating
Conversion)




CHAPTER 5 83

(Navigating 63% 62% 63% 62%
to Browsing
Conversion)
(Browsing 67% 69% 13% 14%
to Selecting

Conversion)

(Selecting to 88% 89% 87% 89%
Purchasing

Conversion)

When shopper funnels were first used, it was necessary to physically
count the number of shoppers moving through each step; however, in
recent times, technology has evolved to the point where this data can be
gleaned through video recordings.

The real advantage in the use of shopper funnels is that they can be
combined with in-store intercept interviews to gather associated behav-
ioral and attitudinal insight. The most beneficial is often an understand-
ing of the barriers that prevented shoppers from moving from one step to
the next along the path to purchase.

Shopper funnels are difficult to do on a large scale; however, used pre-
and post-in-store, combined with actual sales data they can be a good way

of understanding how behavior changed because of your test.

Top Tips

e Make sure you have a Shopper Conversion opportunity for
your priority Retailer customers.

 Find your conversion opportunity by starting with the
data you have in the most basic area of outlet data, then
work through all the other methods until you find one you
can use.

* Consider having shopper funnel data for your most
profitable Retailers; this will give you understanding that
they may not have, and therefore add value beyond just the

ownership of your brands.
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The Key Points in This Chapter

* Understanding the path to purchase your shoppers take
can help you define the barriers you face in converting
them to purchase as they move along.

¢ Along the path the shopper will mentally travel back to
their homes, work, and other important places in their life
in a bid to remember the needs they have or will have in
the future.

* The path to purchase forms the frame from which to

define the standards of perfect retail execution.

Part A: The Perfect Store

In the afternoon, Simon met with the national operations manager, lan.
He had a called a meeting with Simon in the field to discuss the National
Conference that was scheduled for early the following year. It was one of
Simon’s main responsibility areas to ensure it was delivered with a balance
of fun, inspiration, and enough perspiration to justify the cost. Last year
the feedback had been somewhat underwhelming,.

“Short on a bit of razz!” was how Ben had described it when he joined
the company shortly afterward. “The main objective of these events is
to get the company excited about our plans for the coming year, but
you have to do that in a way that goes beyond PowerPoint and product
sampling.”

They greeted each other and then moved inside the store. Ian then
described a recent small experiment he had done where he had asked
10 random people across field sales, key accounts, and trade marketing
to describe to him what the perfect store should look like and why they

believed their answers to be right; what he got back surprised him.
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“For years I've been talking about Block, Eye, Tray and No Missing
Products as the foundation for every store, and most people played that
back, but otherwise, the answers we're fairly generic; they mentioned
things like displays around the store, prices right on shelf, POSM up.”
Simon nodded, not surprised by the responses.

“My view is that we have to get better at selling from the stores, not
just to the stores.” Ian looked at him with half a smile, “So my question
for you is, how would you describe the perfect store?”

Simon paused for a minute; it was a good question and not one he
had given enough thought to. There were cycle priorities where they laid
out what was expected to be displayed off location, there were planogram
guidelines, the infamous block-eye-tray rule that Ian mentioned being the
main one, but there wasn’t an overarching frame that pulled everything
together.

“I'd probably set out the expectations along the path to purchase.”

The path to purchase, Simon explained, is the stepping stones that
link a shopper from the moment they recognize a need until they hand
over their money to make a purchase. They are interruption points when
you can talk to a shopper in a way that is related to the mission they are
on. He explained by starting with the consumption occasion the shopper
will have either planned for pre-store or recognized a need for as they
browsed.

“But once in the store is when it counts from the field execution per-
spective. The shopper will start by entering the store, this area is import-
ant for people on a quick trip who don’t want to run up and down the
aisles. Coke do a good job here you see” and he pointed to their impulse
fridges and the meal deal they were part of at the start of the chilled aisle.

“Most shoppers will then head into the fresh area and then through to
the power aisle that crosses the store. As they navigate through these areas
off location displays that link with the consumption occasion can work
well.” Ian nodded.

“But what’s interesting is that not all displays payback when you add
in all the costs associated with them. That’s the data from industry studies
though; it’s not something we have.”

“I had Reg out with me last week and he was asking questions about

payback on displays too; I didn’t like the fact that I didn’t have an answer,”
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continued Jan. “It’s something we do because we know getting the stock
onto that display has to be better than not doing it. We need to challenge
that.”

“It’s not just displays though, it’s all the Point-of-sale Material we
make; my fear is that well over 50 percent just isn’t impacting the shopper.”

They stopped at the top of the power aisle and looked across the store
at the POSM that was spread out in front of them; multi-colored and
cluttered, it was noisy just to look at it.

“I'm going to figure out how much time we spend sorting, building,
and placing this stuff; and then we need to compare that with what it does
for sales. We might be wasting a lot of effort.”

Simon moved into the coffee aisle and watched a middle-aged woman
push her cart to the center of the category, pause for just the briefest of
moments and then reach forward and pick up a jar of their competition
in the freeze dried segment. She was gone in less than 10 seconds. Not for
the first time, he questioned the relevance of his role, all the discussion,
debate, and effort for such a brief reflex-moment by an otherwise harried
shopper. He knew that the top of the marketing funnel was still where the
foundations for brand preference were born; this is where at least half of
the battle was won. The other half was in the execution, that ranged from
the investment package you negotiated with the retailer, through to the
facings on shelf and the quality of your promotions; and the difference
here that shopper marketing could make would at best be a third. And if
you took away the cost of winning this third would it payback?

Watching shoppers amble along in a fog of distraction always had this
effect on him. It was such an instinctive, mindless activity and yet it was
central to many of the discussions in his work life. If you believed in the
80/20 rule of effort, the reality was that shopper marketing was firmly in
the 20. It was about that second glance you got from the shopper in the
aisle, or the briefest of recognition for the display that was placed in their
path. And yet it was the small difference of these actions that was often
the difference between growing and declining.

When he had worked at Shopperscan, one of the owners was a
gnarled old FMCG survivor called Mike. He was in his early seventies
and apart from being a font of selling-to-retailers knowledge, he was

also a keen golfer. Shopper marketing, he liked to say, was just like golf.
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The difference between number 1 ranked player and number 120 was
often less than just two strokes per round. And two strokes against par is
around 3 percent. Improve half of that 3 percent and your performance
and earnings sky rocket; let it drift south and before you know it, you
are a club professional teaching lessons to overweight trade marketing
managers.

That 3 percent is what good shopper marketing delivers; it’s the dif-
ference between winning and losing in retail stores of all sizes. And that
3 percent is the hardest of all percentages to get right.

“Ian we have project Java going now with Shopmart, Ben has just
agreed to give us some money to research in-store, I think we should use
some of the findings from that to build a picture of what we want our
perfect store to be.”

“Sounds like a good place to start.”

Part B: The Path to Purchase

My mother tells me that “People don’t start shopping when they go to
the shops anymore; they shop all the time wherever they are!” Her view
seems to be shared by industry leaders too; branded integration with links
to purchase options into much of our digital consumption means that we
are all constant shoppers now (The Hartman Group 2012).

This fragmentation of media away from the traditional sources has
brought a renewed focus on understanding the journey a person moves
through from the moment they recognize a need to the point where
they feel compelled enough by consumption to advocate the product to
another person. Understanding the path to purchase your shoppers take
can help you define the barriers you face in converting the shopper to
purchase as they move along. It is the backbone of your shopper mar-
keting efforts, and the steps that you choose to populate it will represent
the points in the shopper’s journey where you can focus your efforts to
influence their decision making.

In this chapter, it is reflected as a linear journey with five key steps,
starting from the time a person enters the store through to their purchase.

Having only five steps inside the store to partition the shopping process
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can be too many or even too few depending on how pure your view is; my
experience though is that five steps is the point, where shopper behavior
can be explained quickly and easily.

However, it is often helpful to have two steps in your path to purchase

that start outside the store to provide context; they are:

1. What needs does this shopper have?

2. What mission are they using to meet their needs in this store?

The Path to Purchase Model

Recognition A trip toan  Arrivaland  Moving Scanning Narrowing  Paying or
of a need. outlet. entry to the towards the through the alternatives moving
outlet. products. alternatives. and making away.
a choice

Along the path, the shopper will mentally travel back to their homes,
work, and other important places in their life in a bid to remember the
needs they have or will have in the future. As they time travel, the sources
of product information that come to them through traditional push
sources like TV and print and pull sources like social media recommen-
dations and product reviews will slip in and out of their consciousness. In
some instances, shoppers may even stop along the path and access digital
information to guide their purchase decisions.

In Chapter 7, there is a description of each step on the path to pur-
chase, what the shopper is likely thinking and doing, and what types of
understanding you should be looking to find out in order to improve
your conversion.

The objective of this section is to discuss how it can first be used as a
framework to align on what the perfect in-store execution is.

Here is an example of what one for the coffee category could look
like. It is important to note that each of these standards is built from a

shopper insight.
Entering

¢ Is the coffee gondola end visible from the store entry?
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Navigating

* Is coffee merchandised together with other hot drinks?

e Is granulated coffee (the signpost) visible from the top of the
aisle?

e Is coffee in the same aisle as cookies and snacks?

* Is there a coffee display visible in a high traffic area near

snacking products?

Scanning

* Are the key coffee segments (for example, instant or roast and
ground) separated from each other on shelf?

* Are brand blocks visible within the coffee segments?

* Are brand logos and category colors used to highlight the

category?
Choosing

* Are ranges grouped together within the segments?

* Are new products highlighted on the shelf?

* Are single promotional offers available within a brand to
make it clear where the best offer can be found?

* Are mainstream, economy, and premium offers grouped so
that the shopper can compare easily?

* s shelf edge signage visible for priority brands to help over-

come purchase barriers?

Purchasing

¢ Are all products within their sell-by date?

A shopper’s path through the store should not feel like a treasure hunt

(unless this is a specific, hedonic mission you are targeting). It should

feel like a sequential flow through the products that meet your life needs

(Sorensen 2010a).
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The path to purchase is essential to your shopper marketing efforts
and if you haven't yet chosen one for you company, simply Google the
term and you will be provided with many different models from which to
choose. In the next chapter, we will explain how the understanding you
derive from your path to purchase can be incorporated into your category

management efforts.

Observing Shoppers

When you start using a path to purchase to analyze shopper behavior
in-store, you may very well be flooded with a sense of despair! Doubting
your ability to change shopper behavior is an unavoidable part of working
in shopper marketing; if you haven’t experienced it yet, you haven't spent
enough time watching shoppers browse your products. A good brand
marketer will regularly (that means more than once per year) visit con-
sumers in their homes or other places where their product is consumed.
A shopper marketer should be just as active.

The teams I have managed have had to spend time either observing
shoppers or completing shop-alongs with them. This provides them with
anecdotes to make their presentations more authentic as well as a source
of feedback on how well their activations are impacting the shopper. As
we discussed in Chapter 4, shopper insights are also the foundation for
good strategy, and immersing yourself in their behaviors in-store on a
regular basis is a cheap and effective way of making sure your insights stay
grounded in execution truths.

The paradox is of course that the more time you spend watching
them, the more you see how rote and uninvolved the process of shop-
ping for utilitarian products like houschold staples is. Even if shopping
for hedonic products, items like skincare, shampoo, smart phones, or
new clothing, you will see browsing behavior that ignores the majority of
products in the category.

In my experience though, the benefits of immersing yourselves in
your shopper should outweigh the downside of any doubt that the pro-
cess incurs.

When observing shoppers, 1 always try and camouflage myself by

being one of them! I push a cart or carry a basket and try to not stare at
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them as they go about their mission. I have the following list noted in my

phone and will refer to it as I watch the shopper.

Entering

e What mission are they on?
* Who are they buying for?
e What high level signage (if any) are they using?

Navigating

e What helped them navigate to the category?
* Did they start browsing at the signpost brand or somewhere

else?
Scanning

* How frequently do they shop this category?

* What are they not seeing as they browse?

* Are they looking for a preferred brand or exploring across a
repertoire?

* How difficult is it to locate what they are looking for?
Choosing

* How many products did they touch?

* How active was their price comparison?

e What product attributes were they comparing?

e What, if anything, is delaying them from making a quick

purchase?
Purchasing

* After they chose a product did they continue looking at the

category?
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* Did they shop the adjacent category after they chose their
product?

* How many products did they buy from the category?

* Did any POSM influence them?

* How long did it take from browsing to purchase?

I try and jot down a few notes on my phone after each has left the cat-

egory. If it’s possible, I try and snap a quick picture as a reference for later.

Shop-Alongs with Shoppers

Sometimes it is also beneficial to accompany shoppers as they move
around and ask them questions directly. This is often a cheap and effec-
tive way to build your insight base. It is always best to recruit the shoppers
beforehand, as interrupting shoppers outside the store and asking them, if
you can accompany them can be time consuming and not always provide
a good demographic or psychographic cross section.

As you interview them, try to use plain language that the shopper
will understand. They may not understand words like categories or
segmentation.

I don’t always tell them which company I am from, but I do ask them
to buy at least one product from the category we are interested in study-
ing. Sometimes I ask questions as we move around the store; other times
I ask all of the questions after the trip has finished.

If it is possible, I also take photographs and videos, as a matter of pre-
caution I get the shopper to sign a standard release document which can

be downloaded easily from many sites.
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Top Tips

* Ifyou don’t already have one, create a Path to Purchase
for your organization. Then help the different functions
understand what it is and how it can be used.

* Retail execution standards should then be grouped by
each step on the Path to Purchase. Each standard that you
choose should exist to help shoppers meet their needs or
alternatively be linked to one of the organization’s strategic
goals.

e All commercial staff at cither Retailers or Suppliers should
spend time regularly in-store interacting with shoppers.
This provides them with anecdotes to make their presen-
tations more authentic as well as a source of feedback on

how well their activations are impacting the shopper.
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The Key Points in This Chapter

* When retailers and suppliers can understand the thought
process and behaviors of shoppers from the realization of a
product need through to purchase, they can create prod-
ucts, in-store assortments, shelf layouts, and promotions to
meet expectations better.

* Shoppers enter the retail store on a specific mission. The
mission describes the motivations for the trip to the outlet.

* Shoppers identify categories using signpost brands.

 Shoppers use color and shape of products to shortlist those

that form part of their purchase repertoire.

Part A: Being Valuable to Retailers Beyond the
Ownership of Your Brands

Amy had a choice to make; her assistant had double-booked her for the
next hour. In reception was the team from giant K&K, here to talk about
their plans for the next tea category review, and a smaller supplier of
locally grown tea, here to discuss their promotional program. This had
not happened to her before and she wasn’t sure what to do next. The
simplest thing to do would be to explain the mix up to one of them and
offer to buy them a drink while they waited. The smaller supplier would
probably understand this but she doubted K&K would, and their CEO
was close with her boss Murray, so any mishap like this might get reported
up the line.

However, the K&K team was always so definitive in their explana-
tions and recommendations; there was little room for interpretation.
They arrived in packs with presentations that were long and crammed
with high-level trends and learnings from overseas; content she found

esoteric and removed from the local reality. The small company, by
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contrast, worked a little harder when they met; they asked more
questions, were more flexible in their offers, and were generally more
relaxed.

She had told the K&K team after their last category review that they
needed to be more objective when it came to recommending ranging and
planogram solutions.

“I like the fact that you show the consumer and shopper benefit
of your recommendations,” she had said in response to their surpris-
ing request for feedback, “but benefit statements aren’t a strategy, and
that’s what we need.” This led to a well-intentioned attempt at writing
a category strategy together using the eight-step process that had been
popular way back when she had started as a buying assistant. After a few
months of workshops they had come to the conclusion that tea was a
“routine” category and that flavored teas were “profit drivers” and world
teas “excitement generators.”

“So let’s try and do something a litdle different at shelf then?” she
had urged at the time. “Let’s expand the range in flavored and world
teas, and maybe even look at opening up the health space?” At the time
these segments were underdeveloped relative to the overseas data they had
presented. The K&K key account manager had matched her enthusiasm,
even suggesting that they might be able to do something exclusive with
Shopmart. There was a flurry of activity, forecasts were built and tentative
timing discussed; but it never progressed and now here they were two
years later and still no action.

That hadn't stopped her from asking others for ranging in these seg-
ments though, and thanks to the smaller tea company and the team at
Twining’s, she was starting to grow the nonblack range quicker than the
market. This result had still not spurred K&K into action; their main
excuse was that without media support, these new ranges would not
progress beyond novelty value and with brand profitability so low they
couldn’t afford to support a full range expansion.

“Megan!” she called out to her assistant who was the person responsi-
ble for the clash of appointment.

“Take the K&K team into the meeting room and set them up with
drinks, explain that a small issue has popped up and I will be 20 minutes

late. Please apologize and explain that it was unavoidable. After they are
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settled, take the people from N&N into one of the small meeting rooms
on the second floor. I'll see them first.”

Simon and Jamie arrived an hour later for their meeting, as they
signed in at reception and took off their coats, they saw the K&K team
being led out by Amy.

“Thanks!” they heard her say, “Some progress at last!” And she smiled
in the frustrated way retailers often do when they have had to caution an
errant supplier. Jamie knew the top K&K guy and he saw him return a
smile in the pained way you often had to when chided by a customer.

Whar's in store for us he thought, and looked at Simon who he could
see was thinking the same thing.

Amy spotted them and came across; 1 need five minutes she
mouthed, before heading back through the security doors into the buy-
ing department.

At 4:05 p.m. they were seated and exchanging small talk about the
upcoming long weekend. Jamie could tell that Amy was still a litde
wound up from her last meeting and was trying unsuccessfully to lighten
the mood.

“Sorry guys,” Amy’s patience had worn thin. “It’s been a long day.”

“Ok,” Jamie said, switching back to all business, “the objective today
is for us to present what we think the conversion opportunity for coffee is
in Shopmart. Once we can agree on that, we will start work on building
some solutions with you to pilot.”

“OK, lets go.”

Simon slid across the presentation they had been working on.

“We went through all the scan and basket data we had, compared it to
a benchmark and found a couple of interesting things.”

He took her through the numbers, outlining the differences they had
found versus the benchmark and referencing the same data for their other
categories with Shopmart, things like milk mixes and powdered milk, to
give her added context.

“Interesting,” was her first remark after they had outlined the conver-
sion opportunity.

“Who is the benchmark you have used?”

They had anticipated this and Jamie took the lead in answering. “Amy,

it’s one of your competitors, we don’t want to say which one; just as we
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would never share your data with others, we don’t want to share theirs
with you.”

After the slightest pause, she frowned and said, “fair enough.”

“But what if; just as you say, we have a slightly different shopper
base, and those people consume coffee from specialty outlets in a higher
amount?”

“What we want to do Amy, to get even closer to why this difference
exists is to undertake a path to purchase analysis in a selection of your stores.”

“What’s that?”

“We want to measure how many of your shoppers enter the hot
beverages aisle, what percentage stop to browse, touch a product, and
then ultimately purchase. At the same time, we want to talk to shoppers
in-store to find out what prevents them from purchasing.”

“What will this help us with?”

“It give us a benchmark to fix when we put our solution in-store.”

Do I believe this? thought Amy, Is this another project thar never goes
anywhere? She often wondered why it was that these big corporations
didn’t have ready-to-go solutions for stores like Shopmart. What did they
do all day if it wasn’t focusing on growing sales?

“Im OK with this, but I don’t want to drag it out over months and
months; once we get this conversion opportunity,” and she emphasized it
in a way that indicated she believed in its benefit. “I want to move quickly
to piloting ideas. Surely you have some success models from overseas we
could use?”

Jamie saw Simon’s slight hesitation and chose to answer for them.

“Amy, we do. And we're going to talk you through those when we
move to the create phase of this project. I'm sorry if you think we're not
going quickly enough; we took you through the timeline at our last meet-
ing and hoped that met your needs. Does it?”

“It did, it does, it’s fine” her stance softened. “Let’s do this research;
send me a summary paragraph and I'll get store operations support. But
let’s start work too on the solution to get coffee growing to at least the
market rate. We have the planogram change coming up next month;
could you bring some ideas to that even though the research isn’t finished?
Think strategically too, not just tactically around new lines etc.”

Jamie kept the lead, “we will, for sure.”
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Part B: Shopper Behavior Along the Path to Purchase

The mundane, brief decisions shoppers make in retail settings are the
foundation for the activation ideas in the third part of the shopper mar-
keting model.

When retailers and suppliers can understand the thought process and
behaviors of shoppers from the realization of a product need through to
purchase, they can create products, in-store assortments, shelf layouts,
and promotions to better meet expectations.

So, the purpose of this chapter is to look at how shoppers behave
along the path to purchase and then outline how this knowledge can be

brought into the application of shopper marketing.

Shopper Needs: The Starting Point

As long as there are needs, people will shop!
There are four key types of needs that form the commencement of the

shopper decision-making process:

1. Dependency Need: A machine or appliance that needs something to
function, for example, dishwasher soap to clean crockery.
2. Occasion-Based Need: A situation that requires certain products, for

example, food and drink for a family picnic.
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Figure 7.1 Shopper marketing model
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3. Consumer-Based Need: A requirement that arises from ongoing
activities, for example, core household staples like bread and milk.
4. Product-Based Need: A requirement for a specific type of product,

for example, low sugar or fat products for special diets.

Shoppers will have multiple needs on any single shopping trip. These
needs form the basis of the daily routines that make up our lives, so an
understanding of them will provide the context for interpreting the behav-
ior you see the shoppers display in store (The Hartman Group 2012).

During the shopping trip new needs may be recognized thanks to
prompts like point-of-sale material (POSM), promotions (analogue and
digital), seeing the product, or staff suggestions. The recognition of these
needs interrupts the shopper, if only for the briefest of moments; and in
turn these interruptions can lead to improved but more likely reduced
decision-making capacity as it redirects mental cognition. For this reason
alone, interruption marketing must be approached with caution (Speier,
Valacich, and Vessey 1999).

Shopper Missions

Shoppers enter the store on a specific mission. The mission describes the
motivations for the trip to the outlet. For example: /i here today to replen-
ish the house.

This mission will influence how much of the store they visit and the
degree of time they are willing to invest in shopping. When collecting
mission observations from the shopper you should also be able to gain
context on what needs the trip serves, why they chose the outlet and the
associated in-store behavior this produces.

For example: I have two teenage children ar home and I don’t work, so
I am the household chief buying officer. I need to shop smart to find the best
value, so I shop here every two weeks to get more value on the things we use
every day.

The same shopper will exhibit different missions over time, each having
a specific set of motivations that may be influenced by consumption needs

and channel format.
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The four main shopping missions are:

The Main Shop Mission

What is it?

Household replenishment for the week(s) ahead.

How is it done?

Usually with a cart. The journey to the store is planned and
there may be a written shopping list.
In some markets it skews toward women with children.

In which store formats
does it happen?

In larger stores where the possibility of one-stop shopping is
possible.

What else is in the
basket?

Household staples like bread, vegetables, toilet paper, and
cleaning products.

The Top-Up Mission

What is it?

Is a household top up of products for the days ahead.

How is it done?

Usually with a basket. The journey to the store is planned on
the way to somewhere else like home and usually involves a
mental list.

Can skew toward either males or females.

In which store formats
does it happen?

In stores that have quick accessibility and are conveniently
located.

What else is in the
basket?

Products for more immediate consumption like fresh fruit and
vegetables or meat or bread.

The For-Tonight Mission

What is it?

[s a purchase for that evening.

How is it done?

Usually completed quickly, sometimes with a basket. Often
done on the way home.

In which store formats
does it happen?

In stores that have quick accessibility and are conveniently

located.

What else is in the
basket?

Products for that night’s meal or snacks.
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The Specific Need Mission

What is it? Could be something for lunch, a drink, or a snack for on-
the-spot consumption, something for a party, or even an
emergency purchase.

How is it done? Can be from a nearby location if it is for immediate
consumption or a specific venue if buying for a special

event.
In which store formats In stores that have quick accessibility and are conveniently
does it happen? located through to specialist merchants that need to be
traveled to.

What else is in the

basket? Accompanying products.
asket:

Understanding the missions that are used to buy your product will
help you make recommendations on where in the store your category
should be located. It will also help you write your shopper strategies
which we will discuss further in Chapter 9.

With a mission propelling them, the shopper now enters the store.

Entering

With at least some key needs motivating their mission, the shopper enters
the store. As the shopper transitions into a store, they are looking ahead
to orientate themselves and for this reason will often miss most of what
is placed at the entry (Underhill 1999). Any information placed at the
entrance will most likely be seen only from afar as the shopper approaches
and so for this reason make sure it is bold, simple to understand, and is
facing the main traffic flow from which the shopper will approach (Claus
Ebster 2011).

There is also evidence that displays placed outside will inform the
shopper’s impression of what can be found inside; for this reason, it
should not simply be reserved for imperfect or sale items (Cornelius,
Natter, and Faure 2009).

In studies I have been involved with in India, we found that the front
of small traditional stores should allow the shopper to look into the store
and see how crowded the store is and therefore how long it will likely

take them to be served. In these types of stores, product cleanliness and



CHAPTER 7 103

Figure 7.2 Guess what? Cakes can be brought here!

authenticity are a key consideration for the shopper and many retailers
use the store fronts as a place to illustrate how clean and orderly their
stores are (D’Andrea, Stengel, and Goebel-Krstelj 2004).

Entrances can also be used by larger food stores to try and win the
smaller basket, specific need mission for immediate consumption. By
placing coolers with drinks and hot and cold snacks next to magazines
the store creates a convenience store within a store that can offer a quick
shopping experience. This is a strategy Tesco employ quite well in many
of their stores across Europe.

Shoppers will also enter the store with a degree of planned purchases
already in mind; this combined with the type of mission they are on, will

influence the travel path they take around the store.

Planned V’s Unplanned Decisions

In the United States, the industry association POPAI reports that the
in-store decision rate, which they classify as all purchases that could not be
identified by brand before the shopping trip, has climbed from 70 percent in
1995 to 76 percent in 2012 (POPAI 2012).

In a similar study in the UK, though not comparative in its method-

ology, the industry association IGD, surveyed shoppers to understand
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claimed behavior (it is important to note that this is not actual data and
it is quite reasonable to assume a wide difference between claimed and
actual behavior when researching shoppers) (Wells and Sciuto 1966), they
find the opposite: that shopping decisions made in-store have declined
from 35 percent at the beginning of 2008 to 15 percent in 2012 (IGD
ShopperVista 2011).

A global study from Ogilvy Action found that 72 percent of shoppers
enter the store knowing which brand they will buy and then go on to buy
that brand. They claim that only 28 percent of shoppers either change
from their intended choice or postpone deciding until they are in-store
(WPP 2012).

Three relatively new studies spread along a continuum of planned
purchasing. What can we make of this? At a top line level, it points to the
degree of variability in research findings that are often produced by the
world’s leading authorities on shopper insight. At a more granular level,
it reinforces the need to understand the specific type of purchase decision
being referenced.

In summary, it seems reasonable to assume that shoppers choose
among a small repertoire of brands and products, and will most of the
time enter the store with a plan, either written, or in memory, to buy a

particular product.

Household Repertoires

Actual household purchasing data shows that 69 percent of supermarket
shoppers buy the same brand as they did last time they purchased from
a category, while 45 percent buy exactly the same product (McCann
2012). While the number of actual unique products a U.S. household
buys per year has dropped from 393 in 2008 to 361 in 2008 (Johnson
2009), with only half of that number being purchased regularly each
month (Sorensen 2009). My only caution with these statistics is that
households who participate in panels do not always track their smaller,
top-up purchases. This can often be seen when you compare the
average basket size of Household panel data versus Basket data from

sources like Dunhumby.
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This purchase

Planned Unplanned

T

Segment level
within category
(e.g., Cola’s)

Brand only
(e.g., Coca cola
light)

Brand and item
(e.g., Coca cola
light 375 mL)

Department
level

(e.g., Drink)

Category level
e.g., Soft drinks

Figure 7.3 Planned and unplanned decisions
Source: Adapted from Kollat and Willett (1967).

A simple way to understand the degree of planned behavior is to clas-
sify purchases from your category into one of these buckets. The meth-
odology behind this should be carefully constructed and done as close as
possible to the point of purchase as shoppers are unlikely to remember for

long if what they bought was indeed planned or not!

Lists

The global financial crisis of 2008 may eventually come to be viewed as
the moment where shopping habits changed forever. The media seems
to be full of analysis suggesting that the use of lists, written, memorized,
or organized through the plethora of apps now available, has increased.
The line goes that pre-planning has increased, with the majority of shop-
pers now using a list of some sort, in order to reduce unnecessary spend
(although only one in three shoppers who make a list stick to it) (The
Hartman Group 2013; Martin 2009; Street 2013).

Others point to the fact that the decline of hypermarkets in Europe
at the same time leads to an insight about shoppers wanting to be less
tempted in large stores; and with the cost of the whole wip (including
travel) now a consideration, people are shopping more frequently in
stores that are close to home on an as needed basis.

Only time will tell if this trend is temporary or part of a larger soci-
etal shift; however, what is known is that shopping lists have a long and

well-researched history that provides us with several key observations.
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¢ There is no link with the amount of advertising spend and
the presence of a brand name on a shopping list (Ruiz n.d.;
Schmidt 2012).

* Trying to make a list of what you need while in a store uses
mental resources that might otherwise be used to counter
impulse purchases; the net effect being that you choose more
hedonic over appropriate options (Yuval, Sanjay, and Lyle 2007).

* Of the items on a written list, 25 percent are brand names;
however for beer, cereals, household cleaning products, and
personal care products, the brand name is written half of the
time (Spiggle 1987).

* List users spend less time shopping than nonlist users
(Thomas and Garland 1996).

* Nonlist users look to store displays or specials to prompt their

purchasing (Bassett, Beagan, and Chapman 2008).

Navigating

In this step the shopper navigates toward the category they want to shop.
This is the step where a lot of the total time for the shopping mission
is wasted. The reality is that shoppers find it difficult to locate product
categories (Black, Clemmensen, and Skov 2009). They will often skirt
the outside of the center aisles looking inward to find the products they
want. In doing this shoppers identify categories using signpost brands
(Scamell-Katz 2012; Sorensen 2009).

A signpost brand is one that is so recognizable that it defines the
category. Shoppers use these brands to find the boundaries between
product categories (Scamell-Katz 2012; Sorensen 2009).

They tend to move toward the signpost brand and then begin brows-
ing from there (Scott and Jonathan 2009a); as they do so, 50 percent of
eye fixations for the category will be within the same brand (Chandon,
Hutchinson, and Bradlow 2005).

As discussed in the chapter on POSM, shoppers never take in the details
of everything that surrounds them. We selectively apportion our attention

based on high-level interest, ignoring what we consider to be irrelevant.
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As shoppers, this means that we de-select large parts of the store we
are presented with, visually ignoring up to one-third of the categories we

eventually buy from (Young 2005).

Scanning

For shoppers without a plan relating to which brand to buy, the sight
zone will act as a prompt on available alternatives (Dréze, Hoch, and
Purk 1994; Simonson 1999). The sight zone is the area 1 to 1.4 meters
from the ground. It is the area most likely to be seen by the shopper.
This is the reason why the vertical distance of a product’s display will
significantly impact sales (Dreze, Hoch, and Purk 1994; Kamagak 2008;
Sorensen 2009).

In a famous 1994 study it was found that by moving from the outside
to inside of the sight zone, sales increased by up to 39 percent (Dréze,
Hoch, and Purk 1994). In another study, a strategic re-organization of the
sight zone shelf space led to a 12 percent sales increase in a Belgian grocer
(Bultez and Naert 1988).

It seems that being seen first by the shopper has a high correlation
with being eventually purchased (Scott and Jonathan 2009a), particularly
for shoppers who may not be familiar with the store, or are experiencing
a degree of time pressure (Park, Iyer, and Smith 1989).

The best horizontal position on the shelf would appear to be closer to
the left edge of the display in larger supermarket categories (Porcheddu
and Venturi 2011; Sorensen Associates Inc 2004). However, in smaller
convenience stores, in the center might be better (Chung et al. 2007;
Concordia University 2012).

There is also evidence to suggest that brands placed in the horizontal
center of either a shelf assortment or fridge receive more visual attention
and in turn are more likely to be chosen (Atalay, Bodur, and Rasolofoar-
ison 2012; Chandon et al. 2009; Tobii n.d.). While products placed on
the top shelf and the right-hand side of shelves tend to be considered of
higher price and quality (Valenzuela and Raghubir 2009).
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Figure 7.4 Center is best in convenience stores

Source: Photo from author.

Shopper Decision Trees Part 1

To present the view on how shoppers select what to buy while in store, we
use a “Shopper Decision Tree” which refers to the conscious or subcon-
scious process that a shopper goes through when evaluating the physical
attributes of products in order to make a purchase decision.

For example, as per Figure 7.5, we know that toothbrush shoppers
arrive at the category with decisions predominantly made about the
user (adults or children) and brush type (manual or power). Therefore
these are the major sections that should form the foundations for the
category.

Structuring the category into these blocks allows the shopper
to more quickly and efficiently, that is with less cognitive strain, begin the
process of de-selecting the products that are irrelevant to their need (Park,
Iyer, and Smith 1989). And with upward of 80 percent of shopping time
in a normal supermarket trip wasted on tasks like navigating, anything
you can do to save the shopper time will be greatly appreciated. This
is why shopper insight pioneer Herb Sorensen says that one of the best

things you can do for the shopper and in turn your own profit line is to:
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User: Adult, child

Type: Manual, power

Bristle type: Firmness (Soft, medium, hard),
length (Short, long), amount (Large, small)

Brand
Design: Color, hand grip

Value: Price, quantity (Single, multipack)

0% 20% 40% 60% 80%

Figure 7.5 Shopper arrives at category with which decision already
made?

1. Tell the shopper where to go!
2. And what to buy! (Sorensen, htep://blogs.tnsglobal.com 2010)

To this end, your shopper decision tree will help you do this and
should therefore ultimately be used to support shelf layout and ranging

recommendations. We will discuss how to do this in Chapter 8.

Choosing

After a period of scanning, the shopper uses the color and shape of
products to zoom in on those that form part of their purchase repertoire
(Scamell-Katz 2012; Young 2008). (This practice has been coined selec-
tive inattention by some behavioral economists; if you Google the Levin
and Simons Monkey Illusion you can see an illustration of it.)

As you watch the shopper do this, they will often exhibit a relatively
low level of activity and engagement, regardless of whether the product is
more or less frequently purchased. For example, they will complete their
purchase in the category usually within a minute, touch only a few prod-
ucts, and engage in very little price comparison (Chung and Szymanski,
1997; Hoyer 1984; Underhill 1999).

If the shopper has planned for a specific brand or product, they may
not even compare alternatives across their repertoire, instead just simply
locate their desired product and walk away with it (Kim and Meyers-Levy
2008).
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If, however, they do not have a specific brand or product planned, or
they cannot find their desired product because it is not patently visible to
them, the majority will choose from the available alternatives, while a smaller
percentage will postpone their purchase until another time (Borin and Farris
1995; Dréze, Hoch, and Purk 1994; Simonson 1999; Wang and Chi 2009).

The first step in evaluating the alternatives is to create a consideration
set (Payne 1976). This helps narrow down the available alternatives into a
manageable subset that can be evaluated (Hauser and Wernerfelt 1990).

This set will represent the repertoire of products the shopper is either
aware of or uses frequently, as such it is open to change and, through this
fluidity presents an opportunity for market share growth for all product
suppliers.

However, the sheer number of the available alternatives and their
location and visibility on shelf will have a significant impact on the
construction of the consideration set and the eventual choice. In this
way, the context in which the products are presented will influence choice
(Simonson and Tversky 1992).

As a shopper compares attributes across alternatives, for example,
pack size, sugar content, or active ingredients, the more alienable these
actributes are on the shelf, the easier the process of comparison will be
(Broniarczyk 2006; Gourville and Soman 2005; Kahn and Wansink
2004; Luce, Bettman, and Payne 1997).

While the better the match between the way the shopper perceives
the most important category attributes and the way they are actually dis-
played, the more likely they are to be satisfied with their eventual choice
and positively perceive the range on offer (Gourville and Soman 2005;
Morales 2005).

One reason for this is that shoppers evaluate the options the way they
are organized on the shelf, rather than reorganizing them in their mind
(Simonson 1999).

As they begin to compare, they are more likely to do so for prod-
ucts that are side by side on the shelf (Scott and Jonathan 2009a). While
the longer they actually look at a product through this process the more
likely they are to actually choose it (Armel, Beaumel, and Rangel 2008;
Krajbich, Armel, and Rangel 2010).
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When presenting products with similar attributes on shelf; it can also
help to categorize them into groups and use signage to flag their presence

to the shopper. This can help the shopper:

* sce the differences between products
* refine their options

* positively influence their perception of the variety on offer

In turn, this categorization can increase sales (Areni, Duhan, and
Kiecker 1999) and purchase satisfaction (Mogilne, Rudnick, and Iyengar
2008).

Categorization on the shelf is able to deliver these benefits because
it minimizes the number of items needed to be stored in the shoppers’
memory as they compare (Soars 2003). This in turn allows them to more
quickly move toward the decision on whether or not to purchase.

Sometimes though, retailers use a categorization where nonphysical
attributes are used, like the usage occasion or end benefit, to segment the
category.

When this is done, the goal is often to reinvent the category by pre-
senting the products in a way that forces the shopper to re-evaluate why
they need the product rather than simply what they need. This type of
shelf organization can encourage more abstract reasoning and heighten
the differences between the products; unfortunately though it can also
lead to shoppers choosing a lower priced item (Lamberton and Diehl
2013).

In this instance, decision trees are initially overlooked as we create
groups of products that we hope will prompt the shopper to consider
other ranges of products for needs they have.

Some examples of reinventing the category with nonphysical attri-

butes are:

* ababy care section where products are segmented by child age
rather than type (wash, wipes, powder etc.);
* achocolate category defined by occasion: gifting, sharing, and

SO on;
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* and a bread category defined by consumption occasion:
lunch, BBQ), snacking.

Price is also a variable the shopper uses to evaluate alternatives. Retail
prices, however, are not something we generally store in our long-term
memory. We use them to make comparative judgments while evaluat-
ing different products at the shelf and then quickly forget them after the
decision has been made (Dickson and Sawyer 1990).

The price of the alternatives we consider when standing in front of
the shelf is a relative comparison, not necessarily an absolute comparison
(Kahneman 2011). This is why less than 50 percent of shoppers can recall
the price of a product when interviewed only moments after placing it
in their basket (Dickson and Sawyer 1990). Ask them if the product was
more or less expensive than the alternative they were considering though,
and the accuracy goes up significantly.

There are some products though for which this is not true; these are
the big traffic building brands whose prices are embedded in our long
term memories (Wakefield and Inman 1993). These are the types of
products that will get us to switch from our primary store (if we have
one) to secondary or tertiary outlets. In my career, products like Nescafe,
Gambrinus beer, and Huggies diapers have been able to do this on a

regular basis.

Shopper Decision Trees Part 2

An understanding of the decisions the shopper makes in-store while
standing by the shelf will help influence the way the products are displayed
within the segments.

In this example in Figure 7.6, it would make most sense to have
segments formed at pack quantity level, then by brand and within brand
by bristle strength.

As the shopper moves through this decision-making process, they may
encounter a point where their core need cannot be met by the assortment.
For example, if they are looking for a soft bristle strength toothbrush and
there are none in the range, the shopper has to decide to switch to another

product or to walk away.
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User: Adult, child
Type: Manual, power

Design: Color, hand grip

]4-‘f

Bristle type: Firmness (Soft, medium, hard), 1
length (Short, long), amount (Large, small) ‘

Brand

|

Value: Price, quantity (Single, multipack)

0% 50% 100%

Figure 7.6 Which decisions does the shopper make in-store?

Assortments

A retailer’s product assortment is the fundamental reason shoppers visit
their store irrespective of the type of outlet, for example, hypermarket,
discount, or convenience and is therefore the main focus of their decision
making (Carpenter and Moore 2000). Retailers construct this assortment
with the goal of maximizing their sales or gross profit within their specific
constraints, such as space and available cash to invest in inventory (Kok,
Fisher, and Vaidyanathan 2009). For this reason, they are often focused
on both understanding how their assortment compares with their compe-
tition’s and how effective it is at winning the shopper both into their store
and the specific category.

The key assortment decisions retailers must make are:

1. the degree of attribute width (known as “entropy” in some literature)
(e.g., how many red, blue, or white shoes);

2. the number of actual products offered (e.g., 100, 125, or 175), and

3. the number of products with similar attributes (depth) (e.g., how
many different sizes and styles of white shoes) (Broniarczyk 2006)

When product attributes are evenly distributed across a range, it is
referred to as having high width. Shoppers rate high width ranges as hav-
ing more variety but also being more complex (Kahn and Wansink 2004).
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And choosing from large assortments will be difficult for shoppers who
do not have defined repertoires (Chernev 2003). In this environment,
numerous studies have shown that shoppers may switch from searching
for desirable products to simply those that they are able to justify to them-
selves (Hoyer 1984; Young 2004). While in other studies, the larger the
assortment the shopper was exposed to, the lower their loyalty was to any
specific brand (Bawa, Landwehr, and Krishna 1989).

Purchasing

In this path to purchase model, the purchasing decision occurs when the
shopper places the product in the basket and walks away. At this point the
shopper stops shopping the category and will need a subsequent trigger
like an off-location display to capture their attention.

As the shopper moves away from the category, you may notice that
some continue to scan the products. I have seen this behavioral trait in
my time working in skincare and beer, categories that are difficult to mer-
chandise on the shelf because of their size (beer) and number of attri-
butes (skincare). This behavior may point to an underlying belief from
the shopper that they didn’t do a complete scan and have an underlying
concern that they may have missed something.

There is of a course a second purchase moment too, the transaction
that occurs at the cash register. Shopper marketing at the cash register has
a long and effective history, albeit one that is now waning! The growth
of smartphones means that many waiting shoppers dont browse the
magazines and chocolate, but instead check their Facebook and e-mail
accounts (Edwards 2013).

If the shopper isnt playing with their smartphone though, there is
a wonderful opportunity to prompt what is often an impulse purchase.
And that purchase does not have to be on hedonic products like sweets.
In a recent trial, fruit replaced these snack products and revenue did not
significantly decrease (Just and Wansink 2009). It seems that the mere
visibility of food has been found to increase desire and as a result sales
(Volkow et al. 2002).
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Top Tips

* The primary aim of shopper marketing activities should be
to make it easier for the shopper to meet their needs, not
to interrupt them.

* Understand the needs that your category helps the
shopper meet. Add to this with an understanding of the
main shopping missions that bring them into the retail
outlet. This will help you understand the motivations and
expectations they arrive with.

* Create an illustration, using either video or still pictures,
of the way your shoppers move along the path to purchase
on separate missions. Capture examples from your own or
other categories on what is done in the outlet to make it
easier for the shopper.

* Understand the shopper decision trees that the shopper

uses for your category.
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The Key Points in This Chapter

¢ 'The third step in the shopper marketing model is path to
purchase activation; this is where you turn the conversion
opportunity identified in the second step, into an activa-
tion that addresses shopper barriers.

* Category management is a core component of this step.

* Category management is able to improve sales or profits
because shopper behavior is malleable and open to influ-
ence through in-store marketing tactics like shelf display

and location.

Part A: Shopper-Led Category Management

“What you put at peoples’ elbows, they buy. It’s one of the simplest tricks
a supermarket uses.” It was the third Thursday of the month and Simon
was out replenishing household supplies with his dad.

In the 40 years his parents had been married, grocery shopping had
been the singular domain of his mother; and now that she had passed his
father was left to fend for himself amidst the bewildering choice in the
soap, toilet paper, and dairy aisles.

“What the heck?” had been his first reaction when it was time to buy
toothpaste from the six meters of space he was confronted with. “What's
the difference?” and he looked at Simon with horrid disbelief.

“This will do,” he said picking up a pack from the bottom shelf, “the
bottom shelf is where the no nonsense stuff is found. That’s another trick
these places use; they put the cheaper stuff at the bottom and the more
expensive stuff on the top shelf, just like with whiskies!” His dad just
nodded.



118 SHOPPER MARKETING

Left to his own devices, everyone worried that he would live off frozen
meals and hotdogs, so he and his brother alternated turns going to the
local Shopmart with their dad, followed by dinner afterward.

“So what’s going on at work?” asked his father when they swung into
the coffee aisle.

“Things are tough; more and more people are buying this kind of
stuff,” he said pointing to the private label brands. “Or this stuff,” point-
ing to instant coffee powder. “The more premium stuff is getting left
behind too as people trade up into coffee machines.”

“Well, times are tough for some.”

“I know.”

“So what are you doing about it?”

“That’s what we are trying to figure out.”

Over the next few days he built the planogram and range recommen-
dations with his category team from the hypothesis that growth would
need to come from segments other than mainstream and economy granu-
lated coffee, and that to unlock this opportunity, space would need to be
reapportioned and the range architecture altered to expand what would
initially be slower selling lines. He had tried to link the proposed solu-
tions to the growth opportunities they had articulated at the start of the
project too; however, without a firm Shopmart conversion opportunity,
the proposal felt too loose and as if it was not preceded by a relevant
insight.

When he shared the final plan with Jamie, he was supportive but
cautious.

“The objective of growing the higher value segments feels right, but I
wish we had tighter numbers to back it up.”

“We will, when the research is finished; but till then we just have
panel data to work with.”

The category management strategy was to increase space in roast and
ground and freeze dried, move them plus beans into the sight zone and
reduce space and sight zone presence for powder and granules. There
would be no extra space for mixes, but part of it would move into the
sight zone. The hot spot would now be dominated with roast and ground

and freeze dried. The category flow would also change; milk modifiers
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would move to the top of the aisle, followed by coffee, tea would be next
and adjacent to these categories would be an aisle of cookies.

It would require significant change in terms of product movement
and the subsequent man hours to execute it, but when they calculated the
net margin impact for Shopmart, it was significant.

“This could move your margin by 1.2 percentage points,” had been
Simon’s headline when he presented it to Amy. “But of course it will take
a conversion change to realize it.” Amy had been cautiously supportive.

“Let’s pilot this first in our hypermarkets,” had been Amy’s summa-
tion, “it’s a big change we should understand more before we go further.”

This applied to the changes in the aisle flow too. “This kind of change
has to be part of larger commitment from you and us to get the category
growing again to justify the cost of moving all these products and cate-

gories around.”

Part B: A Shopper-Led Category Management Model

Category management is a core component of path to purchase activa-
tion. The third step in the shopper marketing model.

A working definition of category management is: the strategic man-
agement of product groups through trade partmerships, which aims to maxi-
mize sales and profit by satisfying consumer and shopper needs (Institute of
Grocery Distribution n.d.).

There is no single way of doing category management though; while it
was popularized by the eight-step process proposed by Dr. Brian Harris of
the Partnering Group in the 1980s, it is predominately a tactical exercise
(IGD 2013) implemented differently across companies and markets.

What is accepted though is that the application of category manage-
ment principles can increase sales and profits for the retailer and supplier.
To this end, category management represents the view the retailer and
supplier have on the source of future profits.

In my time working with Nestle, Johnson & Johnson, and SABMiller,
I have been fortunate enough to work on many projects that have (and
have not!) succeeded in growing revenue and profit. These projects have

been in large, modern stores and small neighborhood stores alike.
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There are also notable academic and industry studies showing that
category management can improve shopper satisfaction and lift retailer

and supplier profit:

* A4 to 6 percent increase in total sales and profits across eight
diverse categories (Dréze, Hoch, and Purk 1994)

* A6 to 10 percent increase in milk sales (Chung et al. 2007)

* A 6.9 to 33.8 percent increase across coffee, biscuits, canned
fruit, and pet foods (Bultez and Naert 1988)

* A 37 percent increase in shampoos (Hugh Phillips 2009)

* A5 to 7 percent increase in private label teas, in contrast an

11 percent reduction in branded teas (Kamagak 2008)

Category management is able to produce these results because shop-
per behavior, like we discussed in earlier chapters, is malleable and there-
fore open to influence through in-store marketing tactics like shelf display
and location.

To this end, I use the following steps to bring shopper insight into
the category management process. It places the shopper in the center of
the process and uses knowledge of their behaviors and attitudes to inform
strategy. It has six key parts. I have used a fictional example from the cof-

fee category to illustrate its usage.

Part 1: The Objective

Discuss the merchandising objectives with the sales and channel teams to

ensure there is alignhment on three key principles:

I. Revenue objectives
What is it we are trying to achieve with this planogram?
I1. Shopper objectives
What is it we would like to make more visible to the shopper and
why?
II. Customer objectives

What are the customers’ objectives for the new planogram?
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Part 2: The Segments

Choose segments for the category. These can be based on the decisions a
shopper has already made before they arrive at the category, (The Shopper
Decision Tree Part 1) or the existing segmentation that the customer uses.
Establishing segmentation will provide you with the building blocks to
allocate space and range depth and width.

Then review both the insights and higher-level understanding you
have on shopper attitudes, behaviors, consumption occasions, and need
states. From this, allocate one of the six possible strategies for each seg-
ment. Allocating a strategy to each segment will set the expectations on
how it will be executed at the shelf.

Then list your shopper-based reasons for recommending the strategy.
Having shopper insight-led reasons will help convince the retailer that
your recommendations are not biased.

COH:CC category example:

Segments Shelf strategy Shopper-led rationale

Freeze dried Profit generating Freeze-dried coffee is purchased by the shopper
as a premium pack for shared consumption
occasions. They claim that they taste and smell
better and that their packaging looks more pre-
mium when displayed in the kitchen. Powder
and Granulated shoppers will trade into Freeze

Dried once or twice per year.

Shelf Strategies

There are six generic shelf strategies to choose from as per Table 8.1. These
strategies were originally proposed by Dr. Brian Harris and are still valid

today. Here is a high level description of each.

Part 3: Space and Profit

The next part involves allocating space for each of your segments and esti-
mating the impact to retailer profit of your recommended planogram. You
achieve this by showing how space, margin, and sales are shared at present

and then how you believe this will change given your recommendation.
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This step is important because to have the greatest chance of accep-
tance by the customer, shelf merchandizing plans must show how they
can increase profit. Illustrating this proactively can also show your
commitment to meeting the retailers’ needs while pursuing your own
objectives.

In the Table 8.2, the percentage of average margin is an estimate of the
front margin (shelf price—invoice price/shelf price) for the key segments.
To find this number, I often found it easiest to just ask a selection of your
retailers and then take the average of their answers. The goal of this step is
to show directionally how your solution can grow profit and so it does not
need to be 100 percent accurate. Unless you work in the United States,
and are a designated category captain by a retailer, it is also unlikely that
you will have access to profit data at the segment or product level, and
therefore you will need to work with estimates. In my experience the mere
fact that you are taking a retailer view on profit and how to grow it will be
appreciated over the fact of accuracy.

What is interesting in this exercise is how difficult you will find it to
grow category profit! If your margin growth isn’t enough to meet the cus-
tomer’s objective, you can go back and look at the strategies you recom-
mended and try different iterations until you find one that gets closer to
the objective. In doing this you may be surprised by the scope of change
necessary to meet the retailer’s needs.

To this end, one strategy you may want to try is to present successive
changes that cover multiple years to illustrate how the strategy can evolve

over time to meet the retailer’s needs.

Part 4: The Look

The next part of the model is to illustrate how your strategy is reflected
on the shelf by allocating product segments and the corresponding strat-
egy across the available space. In doing this, you have to place the seg-
ments strategically through the sight zone as per the shelf execution that
matches your proposed strategy. You also need to ensure your segments
can be distinguished by the shopper by creating defined blocks where

possible. In this step it is also necessary to allocate where you would place
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the signpost brand. If the signpost brand is not one of yours, ensure your
key brand is placed as close to it as possible to maximize the exposure it
will receive.

To complete this step, I start with a blank sheet of paper and create
a high-level sketch. I start with a set of boxes to illustrate the number of
shelves the category has in the average store.

Then I allocate the segments, while ensuring the sight zone and hot-

spot objectives are met.

Part 5: The Range

A retailer’s product range is the fundamental reason shoppers visit their
store.

The purpose of a manufacturer-led range review is to help the retailer
make decisions on what products to offer the shopper in order to improve
the performance of the category.

Retailers construct this range with the goal of maximizing their sales
or gross profit within their specific constraints, such as space and available
cash to invest in inventory.

For this reason, they are focused on understanding how their range
is performing and compares with their competition. To achieve this they

will look at a mix of performance indicators such as:

* Hurdle rate performance
* Margin performance
* Sales

¢ Or mix of sales

Often they ask for help in completing their reviews, or require sup-
pliers to provide range recommendations when presenting new lines. It is
important that you do this in an objective way that builds credibility as a
category partner.

The ranging strategy a retailer adopts will ultimately come from
the corporate mission and goals they follow. Here is an example from a
Tesco annual report. “With such a strong variety of ranges to appeal

to the needs of different customers, we will also be applying more
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personalization and localization in stores to help them tailor their ranges
much more for their local area.”

It's important to understand this as it will help give clarity on what
this means for the category ranging plan. While ranging decisions influ-
ence just about all retailer operations.

For example:

* Warchousing needs to accommodate the total size of the range

* Inventory levels need to be set at a minimum to meet shopper
demand

* Retail labor has to be assigned to stock, present, and sell the

range

Therefore, a retailer’s ranging strategy has to balance the cost that
comes from holding products with the needs of the shoppers they are
targeting. This balance between range and costs is something that they are
always focused on.

The key range decisions retailers must make are:

1. The degree of attribute width, for example, how many red, blue, or
green running shoes.

2. The number of products with similar attributes (depth); for example,
how many different sizes and styles of red running shoes.

3. Size in number of actual products offered, for example, 17 pairs of

runners.

There are four key steps to go through to complete a range review:

Step 1: Ranging Objective

The first step is to set a ranging objective. Here are some examples of

objectives you might discuss with your retailer.

* Wide range: a large number of products, offer unique and
different products.
* Limited range: keep only the best sellers, remove niche

products.
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* Large size strategy: focus on large packs and remove smaller

sizes.

After reviewing the category data and discussing the retailer’s needs,
an example for a raging objective might be something like this:

Ranging Objective: Requires efficient use of space to ensure maximum
profitability and promotional impact while eliminating/minimizing slow
moving products.

If the retailer doesnt have a ranging strategy, then you can propose

one that is consistent with the category management objectives you are

proposing.

Step 2: Category Coverage

The next step is determining the category coverage point. This is the point
from which we will start looking for suggested deletions, upgrades, or

downgrades within the range.

100%
90%
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70%
60%
50%
40%
30% +
20% -
10%

0%

Cumulative market share

123 4567891011121314151617181920212223242526
SKUs in the category

For example, this chart shows the number of products across the bot-
tom and their percent share of the category on the left axis. We can see
that product number one has around 20 percent share of the total cat-
egory. We can also see that from product five onward, the products are
smaller sellers contributing to what looks like a very long tail. Products
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1 to 10 contribute about 60 percent of the sales and all the other products
about 40 percent.

Step 3: Assess Performance

This is the step where we answer questions like:

¢ Should we remove all of the slowest selling products?
* Should we retain all of the borderline products in our line up?

¢ Should we add all of the top selling products we do not stock?

In order to answer this, it’s important to have an understanding of
what criteria the customer uses to help them make ranging decisions.

For example:

* Does this product deliver higher than average sales per store?

* Does the product have higher than average profit margin?

* Isita product whose sales cannot be easily switched to
another product?

* Does the product belong to a brand with the type of image
that matches the retailers’ shopper proposition?

¢ Is the product growing faster than the category?

There are many kinds of criteria a retailer might use and the reality
is that the criteria can change given shifts in corporate strategy they may
be facing. It is always best to have an aligned view on the criteria you will
use to complete the range review as you can often produce extensive data
based reviews that use expensive demand-substitutability models only to
find that the retailer is using a mix of qualitative and quantitative criteria
to decide on which of the many products in their long tail they want to
range.

Even if your retailer won’t commit to giving you the criteria they use,
or they simply don’t have any, you can choose criteria that you think are
best for the category and model the results. Through a process of itera-
tion you will be able to find the criteria that meet the needs of both your

retailer and yourself.
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It’s also important to weight the criteria you use as per the example
above.

In Table 8.3 is an example of a range assessment.

Product’s that score above the average are classified as “contributing

to the category.”

Step 4: Create a New Range

Now that we have our market coverage and a list of products that are con-

tributing to the category, we need to answer three key questions.

1. Should we retain the products within the category coverage point?

» Ifits “contributing to the category” and within the category
coverage point, retain it.

 Ifit’s not “contributing to the category,” then recommend it
for downgraded distribution.

2. Should we recommend to delete or upgrade products (either ours or
the competitors’) below our category coverage point (i.e., those in
the range tail)?

e Ifits “contributing to the category” an argument can be
made for retaining the product and possibly upgrading its
distribution.

* However, if it’s not “contributing to the category.” AND in

the range tail it is a candidate for potential deletion.

Recommending deletions of competitors’ products is a delicate issue, so
please ensure that there are objectively justifiable reason that are directed
at maximizing the legitimate commercial interests of the customer, for
recommending the retention or deletion of any product. Recommenda-
tions must not be motivated by an intention to disadvantage competitors

products or to unfairly favor those of your company!

3. Which products should we add into the range?
The final step involves asking if there are new products which could
be recommended to be added to the range.
When presenting new lines for addition to the range, try to answer

these fundamental questions:
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e What does the product offer that others don’t?
* Why should this product be added?

e What benefit does it offer the retailer?

* Why will the shopper buy it?

* How has it performed in tests or other markets?

e What is the sales forecast?

The retailer will have to ultimately decide what their range looks like.
And to do that, they will be thinking about the trade-off they have to
make between costs and shopper needs.

From this analysis you should then be able to make a recommenda-

tion on a final range for the retailer.

Part 6: Check the Look

The next part of the model is to illustrate how your planogram and rec-
ommended range will look in the planogram. Color and product shape
are important considerations and should now be allocated within the
strategy groups you have identified. Here is a simple checklist you can use

to evaluate your final solution.

Final Checklist

* Are priority products in the hot spots?

* Have you avoided shopper blind spots, like first in flow and
behind poles?

* Have you arranged brand blocks defined by color within
segments?

* Are the segments within the category clearly defined?

* Are priority segments of products on both sides of the sign
post brand?

* Are there logical price groups across the shelf?

re the priori roducts or segments within the si zone:
* Areth ty product gments within the sight 2
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Top Tips

e Start the preparation for a category management proposal
with revenue, shopper and retailer objectives.

* The segmentation for the category should be based on the
decisions a shopper has already made before they arrive at
the category.

¢ Allocate space for each segment and estimate how profit
margin and sales are shared at present and then how this
will change given the new category management proposal.

* Illustrate how your planogram and recommended range
will look; use the checklist in this chapter to make sure it

is appropriate given shopper behavior.






CHAPTER 9

The Key Points in This Chapter

* Collate your shopper insights on each step of your path to
purchase.

* Shopper insights should then be used as the basis of your
strategies.

e The first step in writing shopper-led strategies is to identify
what you want the shopper to do more of, for example,
more shoppers entering the coffee aisle on main trip missions.

* The second step in writing shopper strategies is to identify
a high-level action that will overcome purchase barriers, for
example, more shoppers entering the coffee aisle on main trip

missions by expanding products for refuel occasions.

Part A: Inspiration

Simon and his wife were out to dinner at one of the chic, new eateries;
while they waited for their table, they had decided to enjoy a pre-meal
cocktail in the bar. It had been a long week, so it was time to relax.

Marie worked in the spirits industry as a marketing manager for a
French conglomerate. As per her usual habit, she scanned the back bar
and drinks menu to make sure her brand, Absolut, was well positioned. It
was on the middle shelf in the center, as per the guidelines but not refer-
enced in the menu as a separate ingredient in the cockrails that contained
vodka.

“Not good enough!” she said spinning the menu round, so Simon
could see it. “We pay good money to get ranged in places like this and we
are supposed to get naming rights in the menu.”

“At least youre placed well on the bar though,” he replied motioning

to the shelves.
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“Menus are to us, like the shelf is to you. This is our silent salesperson
in a place like this. There is very little else you can do to activate, at least
in a way that gets any notice.”

Marie had worked on Absolut for over a year now, and in that time
had traveled to the top bars in New York and Los Angeles. She liked
working on such a powerful “love-mark” as her agency called it, and in
particular enjoyed the execution of the brand given that her main market-
ing messages were delivered in bars.

Simon flicked through the menu again, this time looking for any
obvious signs of shopper, or rather diner-led marketing. Surely, there
must be similarities, he thought? The rules that apply to point-of-sale
material construction must apply? And he looked for font changes, color,
images, or use of price symbols to divert attention.

“So what do you talk about at work when you discuss menus?”

“We have a little best practice guide that our reps are supposed to
carry to give places like this tips on creating a menu that helps build
their revenue. Its a nice little booklet actually; it came from our global
marketing team.”

“What kind of stuff does it contain?”

“Things like how people scan a menu, where the hot and cold spots
are, and what you can do to highlight the most profitable items. Here,
like this ...” and she pointed to a Rum Daiquiri drink description that
was accompanied by a small hand-drawn picture and asterix highlighting
that it was a bar specialty.

“Fascinating,” realizing that he had just learned a new trick. “Can you
bring home a copy?”

“Sure.”

The barman delivered their drinks and Simon gave Marie an update
on his week and the first run of the in-store research they had completed.
He described the cameras they had set up around the aisle and how this
allowed them to count the number of people walking into the aisle and
then continuing through to purchase. When he explained the intercept
to cajole shoppers into explaining their purchase barriers he noticed her

eyes glaze over the way they did whenever he got too deep into the details
of his job.
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“Sounds pretty boring compared to your consumer excursions into
bars right!” and they both laughed.

“So, what do you feel like doing this weekend?” he asked. And they
spent off the evening planning what to do for the next couple of days.

On Monday, Simon was standing at the top of the beverages aisle
trying not to look like he was loitering while a man in his mid-30s was
scanning the shelves in the roast and ground coffee section. He had no
shopping list and was carrying a small basket with assorted top-up items
like bread and fruit. Whar’s he looking for? he thought. The man stepped
forward to the shelf so he could narrow the area he was focusing on, he
reached up and touched a blue pack with yellow font. He leaned in so
that he could look more closely at the front of the package but did not
commit to lifting it from the shelf. He was unsure, he leaned back and
lowered his hand to his side and stepped back into the contemplation
zone, a meter or so back from the shelf. He now stepped to the right,
closer to the coffee beans’ section and started scanning left to right again.

1 wonder if he is one of our connoisseurs he thought and decided to walk
past him to get a closer look.

When it came to classifying their coffee shoppers, they had five distinct
segments they had started to speak about inside the trade marketing team.

There was Powder Polly, Tasty Terri, Savvy Sally, the Mixologists, and
then there was the Connoisseur, a male or female shopper who brought
coffee in small baskets from multiple segments. They ground their own
beans but also used roast and ground in their stove top or coffee machine.
They tended to not drink instant coffee, and also considered shops like
Starbucks to be the antithesis of coffee culture.

As Simon walked past, he saw that there was also a fresh pack of what
looked like sun-dried tomatoes from the deli and an artisanal pack of
cheese in the man’s basket. The bananas in his basket had red tips to indi-
cate that they were organically grown and beside them was an assortment
of toiletries that he couldn’t see clearly. He was indeed a connoisseur, one
of the 15 percent of coffee shoppers that made up almost 30 percent of
the category’s revenue.

How do we ger more of you ro shop the category? Just 1 percent of shoppers
like you and the category would grow upward of 4 percent.
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He didn’t have long to finish this thought though, because Amy and
Jamie appeared at the top of the aisle. They had come along to watch
some of the shopper intercepts happen first hand, and then later to join
the agency on one of its accompanied shopping trips. Jamie wanted to
make sure that Amy stayed involved along the way so that she would have
a greater sense of ownership when they presented the final results.

“Hi Simon, how’s it going?” Amy pressed her hand forward.

“Well, the lady doing the intercepts is just having a small break but
will be back in a minute; she’s been here for the last four hours and has
completed 20 interviews.”

“Anything interesting?” asked Jamie.

“Plenty!”

“Like what?” He could tell from the look on both of their faces that
they were expecting an answer. And not just a throw-away comment;
they wanted the elevator speech that illuminated the panacea to their
growth problem. This would be the line Amy repeated to her boss when
she updated him on her work plan, while Jamie would reference it in his
commercial conversations with her for the next few weeks.

“We don’t have enough shoppers coming into the hot beverages aisle,”
headline one he thought; “the conversion rate from the shoppers in the aisle
is similar to the benchmark; but the share of the connoisseur segment in
Shopmart is behind the benchmark,” second headline.

There was a moment of silence while they took this in.

And then Amy asked just what he had hoped for; “Why?”

“That’s what we are trying to find out now.”

A week later, Simon was reviewing the preliminary findings from
Project Java in one of the breakout rooms. They had paid for the research
and findings to be expedited, and he was hoping to use them to support
the category management recommendations he had made to Amy and
her merchandising team two weeks ago.

Simon thought about this as he stared at the opening page of the
report: An investigation into shopper behavior and attitudes toward
caffeine-based hot beverages. Was there anything in here that would be
remotely enlightening? Or, would it be a costly addendum to the com-
mercial discussions they would have when it came to discuss the next

annual plan?
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The only way to know would be to start; to pull it apart and then try
and stitch the findings together with other research they already had. He
turned the page to the first section; “Shopper Needs” and started reading.
When he found a chart or observation that was interesting he copied
it and pasted it into the relevant section of a Word document that he
divided into each section on the Path to Purchase. He flicked back and
forth, taking care to reference each observation with a page number from
the PowerPoint document, and to make sure it was copied into the right
path to purchase step. The hours passed and a mosaic gradually emerged:
needs, missions, quantitative summaries, and qualitative inferences; con-
sumers were passionate about their coffee and this came through in the
way they talked about browsing and selecting it.

“Away from the big brands, it’s a puzzle,” one shopper verbatim read;

“but it’s a puzzle that I enjoy solving.”

Part B: Strategies and Actions

Perhaps the easiest place to start any shopper marketing effort is with the
existing research, shopper, or consumer that you have in your business.
Gather it all up and start sifting.

Sift by reading each paragraph, chart, and table; if you find some-
thing you think might be relevant then copy it and put it in an appro-
priate place on the path to purchase using the insight writing process
from Chapter 4. It can seem like a slow, laborious process but as you
look at these observations through the lens of the path to purchase, you
will start to see connections that were not patently evident before. For
example, an observation you read in an omnibus study about health
and wellness consumption trends, might connect with a study you have
on the need states of these same shoppers, which in turn can build on
a finding about pack cues used in-store to differentiate products. When
you have reviewed everything you can you will have created a valuable
database that you can keep adding to when further research comes to
hand.

When I start the process of sifting, I use the following table to help me
allocate information in a meaningful place. I start with a description of

the shopper behavior and what they might ask themselves at each step in
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the channel and category. The example below is for a generic category in a
grocery store. There is then a list of observations that I look for that con-
nect with each step. I have found these observations to be a good starting
point in all channels (e.g., drug stores, liquor shops, hypermarkets) and
all categories.

It might feel like you are sifting through a haystack trying to find
matching straws, but this is good. If writing shopper insights was easy,
everyone would be doing it! And the reality is that they are not. All too
often we take the surface observations and use them as foundations for
our strategies and activations. When time is short, this can feel like a nec-
essary thing to do, but in the long term it doesn’t help differentiate you or
the company you represent from the many suppliers waiting in reception
to see the customer.

Once you have sifted through all your research and collated it into
the steps on your path to purchase, it’s time to start writing your shopper

insights as per the method described in Chapter 4.

Need
Behavior: Shopper identifies a need through either a passive (as presented
in the media they are already using) or active process (Internet
search or manual list).
Asks themselves: e Where will I find the products to meet this need?

e What types of products are out there?

Helpful Observations: | ® The types of needs the shopper has
e The key types of consumption occasions they shop for
e Types of media used
e List making methods used by the shoppers
e Self versus purchase by others
e Macro country trends like birth rates, income levels, or
other demographics
e The role of key opinion leaders influence
e Search engine research by trying this search:
o The “brand”
o The “brand” review
o Best (insert your category) in “market”
e Use the Google Keyword Search tool to see how your brand
is being searched

e Also try the Google Insights for search tool
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Example of a needs-based shopper insights:
Art Supplies (Karolefski 2007)
Insight

Mothers and children do not enter the stationery aisle looking for art sup-
plies; they enter looking for products to aid self-expression and creativity.

Creating a destination that provides one-stop “imagination building”
and the products to support it will grow the appeal and potential of the

category.
Action

Category redefined as “children’s creative expressions,” range expanded to
gory g
satisfy mom’s aspirations for her child.

Aisle redesigned with new segmentation and signage.
Results

30 to 40 percent sales uplift.

Mission
Behavior: The shopper sets out on a mission to a chosen outlet. During
this process they may research the best options available. The
journey can be by physical or through a digital platform.
Asks themselves: e What types of products are out there?

e Where will I find the products to meet this need? Can I get
there?
e What do I know about this place?

Helpful observations: | ® The different types of missions to acquire the product
e Channel usage and preference

e Distance and time spent acquiring the product

e Limitations incurred by the journey choice

®  Sources of influence once on route

Example of mission-based shopper insights:
Beauty (Bordier 2011)
Insight

Taking a few moments out, from a standard household replenishment shop-
ping trip, to spend some time browsing products that make her look and

feel better, adds some excitement into what is an otherwise mundane chore.
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Stores that have a captivating beauty area that offers just that little bet-
ter experience have the ability to win the large basket purchase of women

who are buying for their families.

Action

Redesign of beauty department in Carrefour hypermarkets to be more

feminine.

Results

+19.9 percent in sales

Entering

Behavior: Shopper arrives at the store and orientates their way to the
entrance, enters the store then starts to consider what to shop for.

Asks themselves: e  What do [ need
¢  How much time do I have?

Helpful observations: | ® The shopper preferred location of the department or area

e The shopper-based definition of the department or area and
the products they expect to find together

e Imagery and signage that signpost category

e External signage that helps the shopper profile the outlet

e The elements of the shopper decision tree the shopper has
already made at arrival

Example of an entering-based shopper insights:
McDonalds Restaurants (TNS 2010)
Insight

The majority of visual attention when shoppers enter a fast food outlet is on
orientation around the counter and then ordering from the overhead menu.
POSM receives very little visual attention unless it helps with one of

these tasks.

Action

POSM investment stopped for underperforming material and locations

and invested in areas where it is working.

Results

* Promotional sales increased by 21 percent.

* Spend on POS reduced by 19 percent.
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Navigating
Behavior: The shopper moves toward and ultimately arrives at the
category
Asks themselves: e How do [ move through this place?

e Am [ heading in the right direction?
e Can I see the categories I need?

Helpful observations: | ® What signals the categories to the shopper as they look
ahead?

e What types of categories does the shopper expect to be in
the department surrounding beer?

e The shopper’s expectations around category location

e The imagery and signage that helps the shopper navigate to
the category

e The way shoppers define the category they want to shop

e The importance of off-location displays away from the
category

e Types of off-location displays and their role

Example of a navigating-based shopper insight:

Lottery Tickets (Frade 2009)
Insight

Lottery ticket shoppers are preoccupied by the process of buying their
ticket, and so the majority of their visual attention is on the queue, the
staff serving, and the counter top immediately in front of staff.

Even when they are eventually served, the complex visual background
presented by cigarettes, which are normally directly behind the sales assis-
tant, mean that getting the shoppers’ attention is difficult.

So, winning visibility to queuing customers is of greatest importance

when communicating key messages.
Action
* Moved POSM for nonvisually active areas like the front of

store, to be visible from counter queue

* Redesigned sales counter unit for greater impact

Results
+10 to 30 percent
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Scanning

Behavior:

The shopper stands back from the shelves so that their field of

vision is broad. They scan across the ranges or segments that are

available looking for the ones that they are interested in.

The shopper zooms in on the brands they normally choose from

and step toward the shelf so that they can focus on narrower

group of products.

If they do not immediately select a product to buy, they will

choose alternatives and stand back from the shelf to evaluate

them where there is more light.

Asks themselves:

Can [ find the types of products I want?
Are my brands here?

Is this the right product?

Will it do what I want it to?

What else do I need?

Helpful observations:

The degree of searching versus grab-and-go behavior

How does the shopper define the category and segments
(ranges) within it?

The shopper decision tree used to evaluate the category and
its segments

The elements that frustrate or help their orientation of the
category

What is cued in the shopper’s mind as they browse?

The role that brands play in signposting the category

The reasons for brand switching

The types of information around the variants the shopper
needs

The role of testers or other trial mechanisms at the shelf

Example of a browsing-based shopper insight:

Over-the-counter Medicines

Insight

People often visit pharmacies when they are suffering an ailment, since

they are feeling unwell and looking to complete their trip as quickly as

possible.

When they arrive at the medicine shelves, they are confronted with

a wall of products that often claim to treat multiple symptoms and look

very similar.

With staff not always available, the shopper then has to read packs in

what can often be low lighting, something they obviously do not enjoy

while feeling unwell.
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Figure 9.1 Ailment-based signage in Japan

Helping them find the right product to match their ailment quickly is

something they, therefore, greatly appreciate.

Action

* Ailment segmentation, for example, colds and flu, back pain,

children

* Improved usage instructions on pack

Results

+10 percent sales value

Choosing

Behavior:

The shopper narrows their selection down. They may look back
to the shelf and evaluate whether or not to buy based on value.
This value question is made relative to other pack sizes within
the variant or platform and could even extend to going back
over other brands in their repertoire to see if they offer better
value. If they decide it doesn’t represent good value they begin
the buying process again from browsing.

The shopper chooses a particular product

Asks themselves:

e Will this do what I need?
e [s it value for money?

e [s there something new [ didn’t notice?
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Helpful observations: | ® How influential is the in-store activity to the final decision?

e Did the shopper’s original purchase plan alter?

e Did they buy what they came in for?

e How long did the shopper dwell making their decision?

e How do shoppers differentiate between products?

e What is the role of packaging?

e What is the role of point-of-sale cues in assisting shoppers to
overcome any purchase inhibitors?

e The role of different variants within the brand

e What purchase inhibitors are there?

e What information is required?

¢ How do they gain more information in-store?

e How do they compare?

e The degree of impulse versus planned purchasing

e Impact of price and promotions in assisting shoppers to
overcome any purchase inhibitors

e The role of price

e The role or different promotional mechanisms

e What role does “new” play?

Example of a selecting-based shopper insight:

Canned Soup (Heller 2006)
Insight

The shopper tells us that soup is the second most difficult category to
shop for in the store.

Similarities in packaging and relatively few facings on the shelf mean
that the majority of the time spent shopping the section is spent finding
the products you want rather than scanning for anything else that might
be new or interesting.

At the same, the soup is classified by the shopper as a “simple meal”
and one they are willing to pantry stock for quick and convenient con-
sumption occasions. To this extent, the average soup consumer has 9.5
products in their home at any one time!

Allowing them to find the desired product earlier and thereby freeing
up more time for searching for new products will help build the repertoire

of the shopper and their annual spend on the category.

Action

The Soup IQ shelf system was launched, that has gravity-feed units orga-
nized by soup by flavors, which are clearly marked with mini-billboards
at the front of the shelf.
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Results

Four percent sales increase in year one of its introduction and maintain-

ing a 3 percent increase the next year.

Purchasing
Behavior: After selecting a product, the shopper moves away from the
primary category toward either the register or another category.
The shopper may encounter an off-location display and change
their mind or purchase an additional product along this path.
Asks themselves: e Do [ want this?

e Did I make the right decisions?
e Am | happy with the shop?

Helpful observations: | ® Value of shopper baskets including and excluding the
category

e When during the in-store journey they buy?

e Types of shoppers that buy

e (Category penetration, usage frequency, and annual weight
of purchase

e Purchase satisfaction and dissonance

Example of a purchasing-based shopper insight:
Chewing Gum (TNS 2010)
Insight

Shoppers mentally finish choosing when they leave the aisles, and need a
trigger to revert to purchasing mode at later in their mission.

Freshening is the main motivation for purchasing chewing gum and
can be used to get their attention at the register.

Action

New POSM that focused on refreshment as a call to action.

Results

40 percent for total chewing gum.

Shopper Strategies

If you are using the RACER! model, you will have some high level objec-
tives that you agreed to with the retailer in step A.
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If these are in place you now need some strategies to help achieve
them. These strategies will use the shopper observations and insights that
you have written as their foundation.

The first step in writing shopper strategies is to identify what you want

the shopper to do more of, these can be summarized as:

* More shoppers entering
* More shoppers navigating to ...
* More shoppers scanning
* More shoppers choosing
* More shoppers purchasing
o Purchasing more frequently
o Purchasing more items

o Spending more per item

You can also link the identified “more” with a particular mission, for

example:

* More shoppers entering the coffee aisle on main trip missions

* More shoppers scanning the roast and ground segment on
top-up trips

* More shoppers purchasing our coffee brand on fresh food

missions

Before we can match our More behavior with an activity to encour-
age it, we have to understand what barriers are preventing the change in
shopper behavior we need.

If you have a list of bespoke barriers for your category derived from
in-store research, you are in luck as this will tell you the issues you have
to overcome. However, if you don’t have a list of research-led barriers, use
the simple list in Chapter 3, and identify the ones you think are most
relevant given your understanding of the shoppers.

Here are examples of relevant barriers:

* More shoppers entering the coffee aisle on main trip missions
> Barrier: Some shoppers think that there aren’t products for

their consumption occasion needs ranged
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* More shoppers browsing the roast and ground segment on
top up trips
> Barrier: Some shoppers believe that these products are just
too complicated
* Shoppers purchasing coffee more frequently on fresh food
missions

> Barrier: Most shoppers only buy it in bulk when they run out

Now we have to think of a high-level action that will overcome these
barriers. As we are writing strategies, it shouldn’t be a tactical blueprint of
the executions that need to happen when and where, but more a sign to
point in the right direction.

If we bring all of this together, we can arrive at some final shopper

strategies.

* More shoppers entering the coffee aisle on main trip missions
by expanding products for refuel occasions.

* More shoppers browsing the roast and ground segment on top
up trips by developing solutions around consumption regimes.

* Shoppers purchasing coffee more frequently on fresh food

missions by growing bean intrinsics appreciation.

These strategies should link with the objective you have agreed with
the customer and importantly be able to be connected with SMART

goals, for example:

Strategies Goals

More shoppers entering the coffee aisle | ® 2% increase in shoppers entering the
on main trip missions by expanding coffee aisle (target 16%) by 2018
products for refuel occasions e 5% increase in purchases for the refuel

occasions (wind up, study session and

afternoon pit stop) by 2017

More shoppers browsing the roast and
ground segment on top up trips by
developing solutions around consump-

tion regimes

e 3% increase in browsing (and no drop in
final conversion level of 2%) by 2019

e 3 annual platform regime promotions
integrated with Shopmart magazines and
digital by 2019

Shoppers purchasing coffee more
frequently on fresh food missions by

growing bean intrinsics appreciation.

10% increase of coffee in fresh food baskets
by 2018
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Top Tips

e Sift through your existing consumer and shopper research
for observations about shoppers and then place these
observations on the relevant step of the path to purchase.

* Use these observations as the ingredients for writing
shopper insights that link with each step on the path to
purchase.

* Create shopper strategies for your key channels and

customers.



CHAPTER 10

The Key Points in This Chapter

¢ 'The process of creating activation ideas can be as simple
as gathering a few people together and brainstorming;
through to using a full Hothouse. Whatever method is
used though, be sure to start with a solid immersion in the
shoppers you need to convert.

* All activation ideas should incorporate the core principles
of retail theater.

* The theater in a retail store is a “silent language” that
works within and below consciousness to influence a shop-
per’s perception of value, quality, behavior, and ultimately

satisfaction.

Part A: Activation Ideas

The facilitator held up a box, and then whistled over the early morning
din to get attention.

“All phones in here please,” and he dropped in his to illustrate what
was required.

“For the next eight hours we need your fullest attention; we'll feed
you and let you out for fresh air; but not to play with your phones.” The
room went quiet.

“If this doesnt work for you because your partner is expecting a child
or you are in the middle of an important negotiation with a customer or
agency that’s fine, just let us know and you can be excused.”

“He’s serious,” said the marketing director stepping up to drop in her
phone.

There was a flutter of activity as people sent off final text messages or

finished their calls.
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The Hothouse was Julie the marketing director’s idea; she had used
it successfully on other occasions. A Hothouse is a fast-paced creative
thinking workshop where divergent stimulus was used to encourage new
idea generation. The new ideas were tested on a panel of people in the
afternoon, with the best ones to then be refined and developed further
for execution. The people chosen to take part in the workshop were
a cross-section of employees from functions within the Big Beverage
Company. They had been nominated based on their ability to think
at least a little differently from the norm. However, to ensure the ideas
were extreme enough, a selection of other people had been invited to
attend—a barista teacher from a local vocational college, a home dec-
oration consultant, a packaging designer, a semi-famous chef from a
reality TV show and the editor from the nation’s bestselling Gourmet
magazine.

The facilitator led the group through a warm-up exercise where he
asked them to work in groups of three to come up with an idea for a new
James Bond film. They had to write a title, identify a relevant person to
play the hero, and describe their villain; then they had to outline the mis-
sion the hero sets out on, the conflicts they face and of course ultimately
how it ends. The group responded well to this and when the winner had
been chosen, the facilitator used this as a segue into the objective of the
day.

“Coflee is the hero today; your villain is many-faced; it’s all the other
beverage options people choose ahead of coffee. Your mission is to help
to find a way for coffee to be chosen more often by shoppers in Shopmart
and the conflicts you face in doing this will be explained in detail in the
next session. How our story ends will be determined by the ideas you gen-
erate today!” He then stood back and handed over to Simon to introduce
the day’s objective in more detail.

“We want to create an obsessive passion for coffee culture by extend-
ing the benefits that coffee has to offer. And to do that in Shopmart we
need your help! We want to get an extra 248 shoppers per week to put
coffee into their baskets in the average Shopmart store. Or put another
way, we need your help to get the 95 percent of shoppers who don’t have

coffee in their basket to buy some!”
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They had finalized the objectives, goals, and strategies at a session with
Amy last week. They had taken her through the data from the shopper
funnel, outlined the path to purchase insights they had gathered, and
finished with their recommendation on the strategies and goals.

“Deliver these,” Amy said when they had finished discussing them,
“and we'll all get our bonuses for the next three years!”

“To give you the context of the shopper behavior and attitudes that
exist today, we have created what we call a path to purchase wall over
here.” Simon walked to the wall covered with pictures and paper with
insights written on them. Simon explained what a path to purchase was,
acting out the shopper behavior as he moved along the wall.

“These steps are separated up here on the wall. So you can see exactly
what we know about coffee shoppers at each step. These cartoon drawings
represent what they might be doing or thinking as they move along. As a
first step, I want you to come along and immerse yourself in the journey
of our shopper.”

The group gathered at the start of the wall and progressed through the
15 written insights and 20 cartoons with thought bubbles on the wall.

“It’s a lot to take in,” said the facilitator, “but take your time as these
are some of the ingredients you will use today to create your ideas.”

The workshop unfolded at a steady pace from there; the facilitator did
an excellent job of encouraging and cajoling without interjecting himself
into the process. Simon, Jamie, and Amy took his lead and rescinded into
the background, observing but not bothering the five teams who were
now in the process of funneling their ideas down into a smaller group to
test on the Shopmart shoppers later in the afternoon.

“Is this how you generate all your ideas?” asked Amy over lunch.

“Sometimes we get a big group like this together, but usually it’s
smaller groups of people. We always try and start with insights though,
cither those we already have in the brand footprint or new ones we get
from local studies.”

Amy nodded, “I had this impression that everything came prepack-
aged from agencies or corporate HQ.”

“Agencies help,” said Julie who was sitting with them. “We have a

few of our agency partners in the room today; but it’s usually a cross
gency p y y
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functional group that works best. When you try to completely outsource
your activity idea generation you often end up with things that are inter-
esting and exciting but not always connected to what you are trying to
achieve for the longer term.”

“I saw the Coffee Drops idea when I was on holiday overseas last year,
are you going to talk about that?”

Coffee Drops was a new product that had been launched in some parts
of the world last year. It was a product that had individually wrapped cof-
fee tablets that fizzed when you dropped them into hot water, producing
a thick-tasting drink with a thin layer of créme on the top.

“We are,” said Jamie, “We believe they will help us win more small
baskets and at the same time increase the price per serving. The key will be
to merchandise them at the express checkouts though; thats the learning.”

Amy nodded.

At around 3 p.m. the teams had prepared their ideas on large-sized
posters, an illustrator had been on hand to sketch their ideas to give them
more context. Now they were going to discuss them with some actual
Shopmart shoppers.

The ideas started with an insight, smoothed a little to make sure
it had words that were free from any jargon, and then a picture of the
idea followed by a sentence or two about why this idea would bene-
fic the shopper. The teams had been warned about making sure they
interacted with their shoppers politely and without too much intensity,
and that a negative response from one person didn’t mean the idea was
dead.

“It’s just feedback, and remember it’s more often negative than good!”

Simon, Jamie, and Amy moved around the room, taking turns sitting
at different stations and listening to the feedback from their shoppers.
Shopping is such a mundane and ritualistic exercise that it was difficult to
get the insight across to the people; but everyone had been warned about
that earlier in the day.

“Explain the insight, but if they don't get it, don’t belabor the point;
get to the idea and talk them through it. If you do it well, they’ll tell you

how to improve it.”
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After 90 minutes, the shoppers were thanked for their time and an
exhausted and somewhat deflated audience was given a break. When you
invest so much time and energy into a process like creative thinking you
get disappointed when your audience doesn’t high-five you at the end of
the pitch. The reality was as expected though; most ideas got a lukewarm
response at best.

Jamie was upbeat, excited about the idea around fresh beans in the
fruit and vegetable section that he had heard; Amy and Simon though did
not share his enthusiasm.

“So what now?” asked Amy.

“Well, we are going to refine the ideas for the next hour based on the
feedback we got and then choose some winning ones. From there, we'll
develop them into a complete activity and present them to you.”

“You reckon some of these are winning ideas?”

The facilitator replied to her “you have a few good acorns here and
remember that this is where big oaks come from!”

“All right then, I'm going to leave you guys to it. Looking forward to
seeing the final results next week.”

The next day Simon found a quiet room to review the ideas that had
come out of the Hothouse. He wanted to refine them a little, and add
thoughts on the appropriate retail theater, before they went to the agency
for improved graphics.

There were eight ideas in all, a good cross section that could be
attached to each of the four strategies they had for category growth.

His favorite was Coffee Carts at the Entrance; the team’s insight was
“re-stocking the house is not easy; people are usually juggling children,
carts and bags. It’s a chore too, not something that gives you a lot of
pleasure. When ic’s like this, making it just that lictle bit easier gets
noticed.” Their idea was to place coffee carts just inside the entrance in
the landing zone and sell real coffee served by a proper barista. Their
benefit for the customer was that it would prime more expensive coffee
and offer differentiation as no other supermarket chain was doing this,
while for the shopper it would provide the energy to complete the

mission!
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Then there was the Home Café; the team’s insight was “My home is
just like a café at times. Is where we stop for a moment to have the
conversations that matter the most. And these little moments provide
the energy to get through the day. Shopping for coffee is about preparing
for these moments.” Their idea was to replace the normal price tickets
with chalkboard style descriptions of the products and their strength for
a week or two so that they interrupt the shopper. The benefit for the
customer is that it captures attention and converts more passing traffic,
while for a shopper it standardizes the category code so that strength and
taste indicators are quick to understand.

There was also the idea of putting a fridge in aisle within the coffee
category that has chilled coffee as well as dairy products where coffee is an
ingredient. Cakes and sweets that contain coffee would be added too. The
idea was premised on the insight that Coffee is more than an ingredient; it's
a passion. Exploring the subtleties in taste is what makes it interesting. When
shopping, people look beyond just powder or beans to explore these tastes.

There were also ideas to add strength indicators on the shelf to com-
pare how strong per serving each product is; to have drip filter coffee
brewing in the deli and for sale at a nominal price; to run a promotional
campaign around “Energy for the home CEO” in which the main gro-
cery buyer (male or female) was encouraged to buy a small jar of some-
thing special just for themselves. Selling fresh coffee beans in the fruit
and vegetable section had been a popular idea as had the idea of offering
a Shopmart sponsored barista course that you purchased in the same way
you brought a mobile phone re-charge card or an iTunes gift card, but
advertised on the shelf.

When he added these ideas to the potential new product launch for
Coflee Drops, it started to feel like a significant set of ideas. Underpin-
ning it all was the category management strategy to increase space in roast
and ground and freeze dried, move them plus beans into the sight zone
and reduce space and sight zone presence for powder and granules. There
would be no extra space for mixes, but part of it would move into the
sight zone. The hot spot would now be dominated with roast and ground

and freeze dried. The category flow would also change; milk modifiers
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would move to the top of the aisle, followed by coffee, tea would be next
and adjacent to these categories would be an aisle of biscuits.

But there was still something missing!

Part B: Activations That Influence the Shopper

A key part of the third step in the shopper marketing model is path to
purchase activation. The Big Beverage Company held a Hothouse to cre-
ate ideas for Shopmart based on the research they had completed.

This is where we turn your conversion opportunity into an activation
that addresses a shopper barrier along their path to purchase. It’s where
the marketing in shopper marketing starts to become physical.

The process of creating activation ideas can be as simple as gathering a
few people together and brainstorming; it does not have to entail the full
Hothouse that the Big Beverage Company used in this chapter. Whatever
method is used though, be sure to start with a solid immersion in the

shoppers you need to convert. This can involve shop-alongs before you
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4. Execution .......
Deliver and measure
an execution that

benefits the retailer,
shopper, and manufacturer,

1. Category vision

Start with a vision of the 2. Conversion
potential we see for the opportunity
category. Make this vision real by

attaching it to a
conversion opportunity
for a brand or the
category in a channel
or customer.

3. Path to purchase
activation

Turn the conversion
opportunity into an
activation that
addresses shopper
barriers along

their path to purchase.

Figure 10.1 Shopper marketing model
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start ideating, a review of existing insights along the path to purchase or
watching videos of them being interviewed using the questions outlined
earlier in the book.

When you have a selection of ideas, you can then begin to refine them
further, ensuring the elements of good point-of-sale material design are

applied as well as the core principles of retail theater.

Retail Theater

A capsule for my Nespresso machine presently costs me 69 cents. It deliv-
ers a great cup of coffee, and over the course of a weekend I use two to
three.

During the week, I will often have a cup of coffee around 3 p.m. from
the small cafeteria on the ground level of my building. There a similar
tasting cup of coffee costs me around $3.50.

While when I am travelling for work I will often stop in at a Starbucks
or similar type café and buy a small lacte; for all intents and purposes, this
is similar to the coffee I have home; the cost however is usually $5 to $7.

A single experience with three very different values (and I could give
similar examples for beer, sandwiches, and hamburgers!). What we see here
is commodities being transformed into goods, then accompanying them
with services and ultimately experiences to create economic value (Hoffman
and Turley 2002). In this instance, a key driver of the transformation is
the retail atmosphere that surrounded the purchase of the cup of coffee.

The atmosphere in a retail store is a “silent language” that works
within and below consciousness to influence a shopper’s perception of
value, quality, behavior, and ultimately satisfaction with the purchase
transaction (Ailawadi and Keller 2004; Bawa, Landwehr, and Krishna
1989; Kotler 1973; Mitchell, Oppewal, and Beverland 2009).

The design of this atmosphere, both its tangible (e.g., window dis-
plays, signage, and color schemes) and intangible elements (e.g., lighting,
music, and scent), in order to influence the shopper is known as “retail
theater” in fast moving consumer goods companies. (In academic litera-

ture they are referred to as Retail Atmospherics.)
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Retail Theater works by having an emotional effect on the shopper,
which in turn influences their behavior. This emotional impact on the

shoppers’ behavior can be explained along two key scales:

1. Pleasure—displeasure

2. Arousal—nonarousal

These emotional states cause behaviors that can be either classified as
approach or avoidance. For example, approach behaviors are movement
toward or exploration within an outlet; while avoidance behaviors are the
opposite, for example, moving away from or out of an outlet (Donovan
and Rossiter 1982).

In an FMCG context, this might mean a shopper experiencing
pleasure so that they choose to browse for just a moment longer in an
interesting wine aisle, or being aroused because of the smell of fresh bread
in a close-by bakery and stopping to buy something.

To this end, it has been found that in stores the shopper considers
pleasant dollars spent, time and enjoyment go up as arousal increases
(Donovan and Rossiter 1982). And as our arousal increases, so does our
tendency to make unplanned purchases (Donovan et al. 1994).

It is important though to understand what your shopper considers
pleasant, as increased arousal (e.g., loud noise in a book shop), can lead to
reduced sales or shopper dissatisfaction (Donovan et al. 1994).

Given the retail truth that it is easier to sell more to your existing
shoppers than try and win new ones, the use of retail theater to extract
more value from the existing shopper base is an important tool for all
retailers and by extension the suppliers who service them.

The elements that can be altered to market to the shopper can be

broadly grouped into the following variables:

1. External

2. General interior

3. Layout and design

4. Decoration

5. Human (Turley and Milliman 2000)



160 SHOPPER MARKETING

And they are becoming such a valuable asset that companies like
Apple are now trademarking their retail theatre designs that they create to

surround both their products and the shopper (Rodriguez 2013).

External Variables

External variables include things like exterior signs and walls, exterior
display windows, entrances, sizes and colors of buildings, surrounding
stores, lawns and gardens, addresses, and architectural style.

While eye-tracking research will often tell us that very litde visual
activity occurs on the approach to an outlet, the exterior does play a role
in helping the shopper to profile the outlet and therefore understand
whether it is relevant for them (Bitner 1992).

Exterior Display Windows

Window displays provide the shopper with a quick introduction to what
they can expect to find inside and are therefore important for retailers
who are less well known or focused on winning impulse purchases (Sen,
Block, and Chandran 2002).

Window displays have been shown to be effective at increasing sales,
particularly for new products, in a drugstore. However, it should be noted
that only a small number of passing shoppers (up to 10 percent) actually
glance at window displays (Edwards and Shackley 1992; Soars 2003).

Although recall is not necessarily a meaningful shopper marketing
metric, window displays with the following characteristics were most

likely to be recalled by the shopper:

* Featured contrasting product and background design

e Were in a large enclosure

* Contrasted with an adjacent display

* Contained products that respondents did not associate with
the retailer (Edwards and Shackley 1992)

Entrances

As the shopper transitions into a store, they are looking ahead to orientate

themselves and for this reason will often miss most of what is placed at the
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entrance (Underhill 1999). Merchandising in a graduated way from the floor
upward so that the shopper is able to look out across the entire store will

allow them to quickly transition and orientate themselves (Nassauer 2012).

General Interior Variables

The general interior variables include things like: the flooring and car-
peting, color schemes, lighting, music, scents, movement space, wall and
ceiling composition, the temperature, and merchandise for sale.

The visual component of store design, for example, the physical ele-
ments like displays, the signage and the materials the store is fitted out
with come together to form a visual merchandising presentation to the
shopper. Visual merchandising helps establish distinct retail brand equity
by creating a joined-up physical image of the store’s offer to the shopper
(Bell and Ternus 20006).

Color Schemes

Interior color schemes have an impact on shopping behavior. They can
physically attract shoppers toward a display and influence the percep-
tion of the store and its product range (Babin, Hardesty, and Suter 2003;
Bellizzi, Crowley, and Hasty 1983).

Warm colors, like red, orange, and yellow, can produce high arousal
and draw people toward them. They are therefore good to use on promo-
tional point-of-sale material.

However, warmer colors can be too distracting when the shopper is
focused on specific goals and not open to browsing (Babin, Hardesty, and
Suter 2003).

While cooler colors like green and blue are considered more calming
and may be more appropriate to encourage people to linger and browse
longer (Bellizzi, Crowley, and Hasty 1983).

Color schemes can be powerful ways of influencing shopper arousal
levels; for example, in peak times when the store is more crowded with
specific mission shoppers, color could be lowered using lighting and
raised at other times when crowding is lower and more stock up missions

are taking place (Rompay et al. 2011).



162 SHOPPER MARKETING

In the retail setting, color can also be used to differentiate zones within
the store or ranges of merchandise. In this way, it can help the shopper
quickly categorize products and reduce the cognitive strain required to

orientate themselves.

Lighting

Attention and physical movement is drawn toward areas of higher illu-
mination (Taylor and Sucov 1974). For example, in a bar, lit beer taps
receive twice as much visual attention as those that are not. While under
bright versus dim conditions, more products are touched, inspected, and
considered appealing (Areni and Kim 1994; Summers and Hebert 2001;
Vaccaro et al. 2008). When lighting is combined with particular colors,
it enhances the appeal and image of the store (Babin, Hardesty, and Suter
2003).

Lit displays are also considered to be significantly more effective at
encouraging purchase (Kerfoot, Davies, and Ward 2003). This is why
you will often find many beauty displays, like those for Lancome and
Loreal, illuminated in the store. This is likely because brighter lighting is
the human preference for activities that require visual activity (Biner et al.
1989). It also helps achieve contrast from otherwise dim retail areas and
is therefore able to capture bottom-up attention.

Lighting will also influence the service encounter in store. Shoppers
talk more softly when the lights are low, the speed of the service interac-
tion slows and the environment is perceived as more formal. By contrast,
more brightly lit environments encourage louder, more frequent com-
munication and lead to perceptions of greater informality (Hoffman and
Bateson 1997).

When designing the lighting solution for the shopper (Ginthner
n.d.):

A. Ensure it is adequate enough to complete the required task.

B. Atan ambient level; match it with the type of emotion you are trying
to elicit.

C. Most importantly, use it to spotlight areas or products where you

want to direct the shopper.
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Music

Shopping behavior and music have a complex interaction. It has been
found to increase sales, time in store, and qualitative responses in relation
the store environment (Bruner 1990; Dubé and Morin 2001; Garlin and
Owen 2006). But complexity is found in the components of music that
produce this impact; tempo, volume, style and whether or not it is the
back or foreground all influence its ability to impact the shopper.

For example, louder music has been shown to reduce the amount of
time spent in store but not sales amounts (Smith and Curnow 1966). While
the music tempo can influence traffic pace in a supermarket (Milliman
1982) and in an on trade environment, it can impact the time spent at the
table and the amount purchased (Milliman 1986; Oakes 2000).

The type of music has also been shown to impact shopping behaviors
of males and females differently, with females preferring slower tempos
and males faster tempos! (Andersson et al. 2012).

Foreground music (music designed to be actively listened to) is pre-
ferred to background music across all shopping age groups. However
background music has been shown to influence the degree of attention
and information processing to critical store elements like salesperson dia-
logue and visual merchandising (Chebat, Chebat, and Vaillant 2001).

Music can prime the purchase of certain products. When wine
shoppers were studied, classical versus top 40 music resulted in increased
sales as the classical music primed more sophisticated thoughts (Areni
and Kim 1993). While a similar study found that when French music
was played sales of French wine increased and when German music
was played the next week French wine sales declined and German sales
increased (North, Hargreaves, and McKendrick 1999).

Perhaps its most basic effect though is in its ability to help shape atti-
tudes toward the store. However, the music needs to match the over-
all atmosphere in order to actually have an impact on behavior (Baker,
Grewal, and Levy 1992; Grewal et al. 2003; Wilson 2003). For example,
playing rap music in an Italian restaurant may actually annoy the diners
and cause them to leave!

When music surpasses a given threshold though it will divert atten-

tion to itself and away from the main task of shopping. This reduces the
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amount of attention the shopper can direct to the products around them.
Finding this threshold in the retail setting is vital if it is to play a role in
moderating the shopper’s arousal to an optimal level (Chebat, Chebat,
and Vaillant 2001; Chebat and Filiatrault 1993).

Scents

Our olfactory sense has a deep and connected relationship to our
brains, and it is therefore not surprising that it is a target for marketers

. and casinos! In an infamous study, a particular odor (kept secret
by the author of the experiment) significantly increased the amount
gambled in a Las Vegas casino (Hirsch 1995). (Although he does
say that scents should remind people of their childhoods or induce
feelings of safety and security) (Li 2011). Scent has similar effects in
retail situations where the presence or absence of a scent affects both
qualitative evaluations of variety and purchase behavior (Bone and
Jantrania 1992; Deborah and Mitchell 1995; Spangenberg, Crowley,
and Henderson 1996).

Scent induces arousal that increases our pleasure levels and in turn
positively influences shopping behaviors like the amount of money spent
shopping (Chui and Fleming 2011). For example, a 1993 study found
that 84 percent of people were more likely to buy in a scented room ver-
sus an unscented room. At the same time, people reported paying more
for the same product in a scented room (Vlahos 2007).

A 2005 study that paired male or female targeted scents with the rel-
evant section in a clothing store found that both men and women spent
more when the scent was present (Spangenberger, Grohmann, and Sprott
2005). A Nike store apparently lifted sales by 80 percent by adding scents,
while a petrol station lifted coffee sales by 300 percent by pumping the
smell out toward its customers (White 2012).

When it comes to selling real estate, scent will also apparently
encourage people to pay more for the property by emotionally engaging
them and removing them from their rational behavior (Vlahos 2007).
Although, in the one experience I have with selling property this defi-
nitely did not work!
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Scent can also improve shopper evaluation of brands that are unfa-
miliar with them. It therefore becomes a handy tool to consider when
putting together launch plans for new products (Morrin and Ratneshwar
2000).

Where scent is a feature of the product, it is often better to find a way
to give permission to the shopper to test it. A simple sign on the shelf or
on the product, as P&G did recently with their “Love at First Sniff” cam-
paign for their brand Gain, can boost sales (Buss 2011).

Temperature

The temperature is also a variable that can affect a shopper’s comfort and

therefore whether they continue shopping or move away (Bitner 1992).

Cleanliness or Toilets

In studies that focus on pubs I have been involved with, the cleanliness
of toilets is often raised as important elements to patrons. The presence
of clean and convenient amenities is also a priority for mothers shopping

with small children in grocery stores.

Layout and Design Variables

This includes elements like: space design and allocation, placement of
merchandise, grouping of merchandise, placement of equipment and
cash registers, waiting areas, department locations, traffic flow, and dis-
play racks.

A more in-depth look at this area with specific reference to the layout
of shelving, shopper paths around the store, and the arrangement of mer-

chandise on those shelves is contained in Chapter 7.

Racks and Cases

When it comes to clothing retailing, there are four principal methods of

presentation: hanging, folding, rail-based, and the use of mannequins.
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Hanging allows the shopper to see what the product looks like before
committing to touch or investigate them. Display on mannequins
allows the shopper to view combinations of items and can aid multiple
purchases, while folding can deter the shopper from investigation for
fear of messing up a well-ordered display (Kerfoot, Davies, and Ward
2003).

Placing items on tables and creating space around them generates the
perception of quality (Kerfoot, Davies, and Ward 2003), a strategy the
Apple store has used well.

Wooden displays or shelves can prime natural associations, and
depending on the finish may also connote exclusivity. In supermarkets, the
use of wooden shelves can help cue a natural, fresh perception (Nassauer
2012).

In a restaurant, everything that is placed on the table in front of the
diner can communicate a message about the quality of the food and or
service that is to be expected (Wall and Berry 2007). The table also receives
a large amount of visual attention and this is why brands will often work
hard to ensure their message is displayed in the right way in this area.

In a supermarket, angling the shelf down so that products slide for-
ward has been shown to lift sales by 3.5 percent in a category deodorant
pilot (Glazer 2012).

Waiting Areas

When the shopper waits for service, the potential for customer dissatis-
faction increases (Katz, Larson, and Larson 1991); in turn, this impacts
present and future purchase behaviors (Hui, Dube, and Chebat 1997).
However, before a shopper chooses to wait, they will estimate the length
of wait and based on that assessment decide whether to leave or if they
have not done so already, even enter the store (Grewal et al. 2003). The
design of areas where the shopper either has to wait or has to look to assess
wait times is, therefore, crucial.

Evidence of this comes from an intriguing UK study of petrol stations

with convenience style shops that found that shoppers will actually take
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the time to browse if there are between two and five people in the queue,
whereas if there are under two or over five people queuing, the shopper is

more likely to join the queue immediately (Soars 2003).

Plates and Glasses

Beer drinkers apparently pace their consumption by watching the amount
left in their glass. Glass design that makes it more difficult to judge the
amount drunk (e.g., a flute versus a straight design) results in quicker
consumption (Attwood et al. 2012; 7he Economist 2012a).

Larger plates and glasses also encourage additional consumption
(Wansink 2010).

Point-of-Purchase and Decoration Variables

This includes elements like: point-of-purchase displays, signs, wall deco-
rations, pictures, or product displays.

These areas are discussed in-depth in other chapters.

Human Variables

This includes elements like employee characteristics, employee uniforms,

and crowding.

Employee Characteristics

Retail sales people are, as the name suggests, a powerful tool in gener-
ating sales. In the right environment, they have been shown to be more
influential than other atmospheric variables in influencing sales (Hedrick,
Oppewal, and Beverland 2006). A person’s mood influences their shop-
ping behavior and the small aspects of a retail sales person’s behavior,
whether they ignore you, talk to you, or smile at you, can affect shop-
pers’ mood, and by virtue of this, their approach or avoidance behaviors
(Baker, Grewal, and Levy 1992). These relatively fleeting service encoun-
ters also increase the likelihood of longer term shopper loyalty (Lemmink
and Mattsson 2002).
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In a fascinating example involving bank staff where training was
offered to help them cross sell financial services in conjunction with
point-of-sale material that promoted an extended range of products a
90-day pilot resulted in 142 new accounts representing $1.6 million
in assets (Doepke 2008). In pharmacies where 25 percent of all sales
can involve an interaction with store staff training sales assistants on
new products will often make the difference between success and
failure.

While the more retail sales people who actually greet shoppers, the
higher the likelihood that those shoppers will perceive the store to offer
higher service quality (Baker, Grewal, and Parasuraman 1994).

The atmospheric variables around these sales people can influence
the shopper’s expectations of service levels (Mitchell, Oppewal, and
Beverland 2009). The surroundings in which these service encounters
take place are called servicescapes and they have been shown to not only
impact the shopper but the retail sales person as well (Bitner 1992).
To this end, a more premium atmosphere, where the purchase may
be more hedonic, will lift the service expectations of shoppers (Dhar
and Wertenbroch 2000), whereas service expectations of service for
more functional products are lower (Babin, Darden, and Griffin

1994).

Employee Uniforms

Retail service staff dressed in unprofessional attire negatively influence a

shopper’s satisfaction (Bitner 1990).

Crowding

Crowding is the most stressful part of any trip to the grocery store accord-
ing to the shopper, followed by budgeting and then the actual decision of
what to buy (IGD 2011b).
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When shoppers experience crowding, they have a negative emotional
reaction that reduces their satisfaction (Machleit, Eroglu, and Mantel
2000). In some instances experiencing crowding can also lead to emo-
tional venting and confronting behavior (Whiting 2009).

Increased time awareness can also amplify the effect of crowding on
the shopper, so finding ways to distract the shopper from the passing of
time, such as playing continuous music when they are waiting, can tem-
per dissatisfaction (Harrell and Hurt 1976).

Shoppers can of course also be distracted with impulse purchases
while they wait in lines, at the register for example. Some recent interest-
ing findings show that impulse decisions made while waiting in line in a
school cafeteria can be nudged toward healthier snacks by simply remov-
ing the candy bars and substituting them with fruit (Just and Wansink
2009).

However, the introduction of the smartphone has meant that many
shoppers who are waiting in line may be too busy with their social media
or e-mail to be tempted by the racks of impulse products placed right in
front of them (Edwards 2013).

Using Retail Theater

Despite the impact that retail theater can have on the shopper though, it
is important to remember that customer service, easy shop-ability and a
logical store layout, must be put in place before anything else is applied
(Backstrom and Johansson 20006).

There is a lot of interesting retail theater information available and
one way I have found useful to use it is as a lens to check your activation
ideas. For example, I take this summary grid and ask if there is any way
the idea could be improved with a retail theater element to increase shop-

per pleasure or lift their arousal.
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Table 10.1 Retail Theatre Ideas Template

Positive shopper impact

Atmospheric element

Ideas to Ideas to lift
increase arousal
pleasure

External variables
e Exterior signs and walls
e Exterior display windows
e Entrances
e Heights, sizes, and colors of
buildings
e Surrounding stores
e Lawns and gardens
e Addresses
e Architectural style

General interior variables
e The flooring and carpeting
e Color schemes

e Lighting
e  Music
e Scents

®  Movement space
e Wall and ceiling composition
e The temperature

Layout and design variables

e Space design and allocation

¢ Placement of merchandise

*  Grouping of merchandise

¢ Placement of equipment and
cash registers

¢ Waiting areas

*  Department locations

¢ Traffic flow

e Display racks

¢ Digital interactivity

Decoration variables

e DPoint-of-purchase displays

e Signs

¢ Wall decorations
¢ Pictures

e Artwork

e Product displays
e Price displays

* Mannequins
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Human variables
*  Employee characteristics

¢ Employee uniforms

e Crowding

Top Tips

* Consider using a Hothouse to find activation ideas for
your key shopper conversion opportunities.

* Create a set of examples of how retail theater is being used
to influence the shopper in your market, use this as stimu-
lus for your own activations.

* Use the checklist in this chapter to evaluate how well your

existing activations are leveraging retail theater.






CHAPTER 11

The Key Points in This Chapter

¢ The path to purchase can also be used to gather insight
into e-shoppers.

* When shopping online people find branded advertising
messages the least intrusive.

* Digital technology in the retail setting can also influence
shopper behavior and at the same time can provide a

tangible benefit over e-shopping.

Part A: Digital Shopper Marketing

He had gathered the project team again to take them through the ideas
that had been developed in the hothouse. Their creative agency had
helped with the visuals and tidied up the concepts so that they were more
ready for immediate execution. Simon presented the insight and idea and
then Jamie talked about what barriers they would need to overcome with
Shopmart in order to execute.

They had invited Reg along to the session too. Some of the ideas
would involve capex investments from them as well as investment and a
paradigm shift from Shopmart; Reg would be key in securing both. He
had challenged them on the feasibility of the coffee cart idea given the
resources required from Shopmart to make it work.

“Do we know how much coffee carts at the entrance of all of their
stores are going to cost? How will we manage it? I like the idea, but how
will it be executed?”

“Shopmart could manage it,” Jamie had replied. “They are retailers
after all. We'll train the baristas, provide the coffee at a good price and
brand the cups. Never mind the goodwill, but turning every Shopmart

into a café for their 40,000+ shoppers a week will mean great revenue!”
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Reg shrugged in a noncommittal way, “I'm not sure, but I'm happy to
hear what they say to it.”

The discussion around the launch of Coffee Drops was the most con-
troversial. It had been a great success in year one of its launch overseas but
had declined by greater than 40 percent in the second year; the key ques-
tion the team had was whether it would payback against the investment
required to launch it.

“If we can get execution at the register, particularly along the express
lanes, then we will win those top-up purchases and that could make the
difference.”

“With this stuff,” said Reg waving his hand at the ideas that were lined
up on boards “execution will be everything.”

“What we have are some good ideas that will require a mind shift
to execute; but the opportunity we clearly have is to find a better digital
connection,” finding this was going to be the next step.

“What became clear when we were reviewing the output from the
Hothouse was that the link with digital wasn’t strong enough. To illus-
trate, I want to do two things; first take those of you who haven’t got the
Starbucks app through it, and then secondly show you what Shopmart
are doing with their club card.”

The meeting was not intended as a brainstorming session, but it only
took a few minutes after he had finished presenting how these two things
worked before the ideas started to flow.

“Could we create an energy meter to help show the Home CEO when
her energy is flagging?” asked one of the marketing team. “Somehow show
this on the front screen of your phone so it can be seen in just a glance?”

“We could even link it with Weight Watchers, maybe even incorpo-
rate it somehow into their app. They are always saying that you need to
watch out for these low energy periods because it's when you might eat
something inappropriate.” Jamie added.

“Shopping is an energy zapping exercise; I read somewhere that the
average replenishment shopper walks just under one kilometer to fin-
ish their mission; maybe we could somehow turn this energy spent in

Shopmart stores into a reward?” suggested Ben.
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Jamie re-visited the coffee cart concept now that the conversation had
turned to digital.

“And we could create their own coffee loyalty program, digital and
plastic, and link it with their existing loyalty card!”

They circled back to the ideas which were displayed on backing cards
in the room and started discussing digital links. At one point, when one
of the agency team started talking about augmented reality and how it
could be linked to a smartphone so that a shopper could look at the pack
through their phone and then see additional information about how sus-
tainable the products were, Reg started to laugh.

“They say the problem with most leaders is that they stop learning.
I can see today 'm guilty of that and I'm not happy about it!”

As people spoke they began to pull out their own digital devices and
explain their thoughts using examples from their own usage routines. This
generated newer ideas again, and the agency guys pulled out sketch pads and
began to write them down and draw diagrams explaining linkages across
all of their ideas and how they could become more integrated campaigns.

“When we think of digital, I worry that it means that the days of selling
from the register are fading fast. We know that the shopper is more likely to
play with their phones here now than flick through magazines” said Simon.

“Because of this, I think we need a plan B for the Coffee Drops’
launch.”

“Well what if the register was the place where we targeted to have our
digital conversations with the shopper? Supermarkets used to have those
community noticeboards at the front of their stores didn’t they? What
about if we brought the digital community noticeboard into the register
queue? Don’t Shopmart have something in their strategy about giving
back to the community?” This comment from the agency guy sparked an
animated round of ideation.

This was the link that would win their advocacy for ideas like the cof-
fee cart added Reg. “When we show that our ideas are designed to meet
their shopper proposition, with our brands, we get a triple win.”

The meeting continued for another hour until Reg announced that

they had to finish because other people needed the boardroom. He



176~ SHOPPER MARKETING

summarized by saying that he thought all the ideas should be taken to
Shopmart for discussion; “these feel like they can move the business
forward.”

“We have a week now to get everything together,” said Jamie. “That
should be plenty of time!”

Throughout the week the agency worked on the ideas, and Simon and
Jamie prepared the presentation to integrate them with their category vision.

“Regardless of how Amy and Murray respond to these ideas, I reckon
we've done a good job with this project!” added Jamie on e-mail sending
back some slides for the selling deck.

“Until we get something in store these insights and actions are just
fairytales!” Simon replied.

They were just finishing the C in their project management model;
that was only half-way. They still had the E, R, and! to go and there were
many good ideas that never got off the page to these stages.

“Yeah, but I can’t remember the last time we actually took some ideas
like this to a customer,” Jamie wrote back.

Good ideas were like lightning, Simon remembered hearing once.
A moment of illumination followed by a long period of darkness while
work on the idea progressed. He had spent so much energy on this project
that the thought of having to wait a prolonged period to execute some-

thing made him feel frustrated.

Part B: The E-Shopper

In 1999 Time magazine did two important things. The first was that it
changed its annual Man of the Year prize to Person of the Year (even though
women had won the award in the past); and secondly, they awarded it to
an Internet pioneer for the first time, Jeff Bezos, the founder of Ama-
zon. In the article that accompanied the award Bezos said; “online buying
would ultimately be 10 to 15 percent of retail” (7ime Magazine 1999).

He is not righg; yet!

As of 2013 online buying, referred to in this chapter as e-shop-
ping, represented 8 percent of all retail sales in the United States
(Mulpuru 2013). While across Europe it is much lower, but upward of

10 percent for groceries now in the UK. However within the younger
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demographic, the use of online purchasing is growing (Capgemini 2012)
so these numbers will continue to expand in the short term toward
Mr. Bezos® prediction.

While online purchasing is still developing, digital is now involved in
the execution and planning of up to a third of all physical store shopping
trips (Brinker, Lobaugh, and Paul 2012). This use can be in the form
of locating stores, checking promotions and prices through to preparing
shopping lists (Neilsen 2012a). This figure is also expected to increase as
access to broadband increases.

The objective of this chapter is not to convince you of the potential in
e-shopping, but rather to focus on how shoppers use digital technology
and what can be done with this to influence them.

The shopper is at the front of this discussion NOT the technology.
As companies like Amazon, eBay, and Wal-Mart continue to stress,
technology is a secondary consideration to the shopper (Guardian
Professional 2012; Manjoo 2012).

As outlined in Chapter 6, winning on the path to purchase is fun-
damental to shopper marketing, and the digital path should be an
equal thought—not an afterthought. Therefore, we will use the path to
purchase with the same steps as our earlier model to understand e-shopper
behavior. As with the earlier path, it is important to note that shoppers do
not move through this path in a linear fashion; however, all shoppers will

go through these steps at some point.

Mission

If they have purchased the product before, the shopper will know exactly
where to go and will not need to spend much effort in searching for
an appropriate web-shop or application. However, Google estimate that
70 percent of shoppers use search at some point in their purchase jour-
ney (Google 2011). What is also interesting is that it is often traditional
media, like TV ads or retailer leaflets that drive shoppers online, often
within the same week, to do further research (Sterling 2012).

One foundation idea that is important for all shopper marketers is that
it is when shopping online that they find branded advertising messages
the least intrusive (TNS Digital Life 2010).
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I¢’s also important to note that repeat e-shoppers are significantly more
profitable (emarketer.com 2013); these shoppers can also be higher users
of social media, streaming regular commentary on what they are buying
and why (Bzzagent 2011). To this end, Bain & Co claim that shoppers
who engage with companies over social media spend 20 to 40 percent
more money with those companies than shoppers who don’t (Barry et al.
2011). Therefore, it’s in the interests of both retailers and suppliers to

work together to try and create more satisfied and loyal e-shoppers.

Entering

In this step, the shopper enters the website or application.

The arrival at a web page or application front page is a litde like the
moment you look into a shop window; it either gets your attention or you
move on. Clean, well-organized front pages resonate much more strongly
with shoppers than those with flashing lights. To this end, a slow load time
is the number one reason shoppers give for an unsatsfactory interaction
with e-commerce (Scarpello 2012). While the more crowded a website is,
the harder it will be for the shopper to process all the presented information
(Mulvey 2013).

Personalization

Online buyers want personalization; they rate it as a critical component to
the online shopping experience (Capgemini 2012). They are looking for

personalization in these key areas (retailcustomerexperience.com 2010):

* Site recognizes me when I come back to visit.

* Remembers my personal preferences, for example, the types of
books I like or clothes brands I prefer.

* Offers recommendations based on the items that I have
already purchased.

* And top of their wish list for personalization is that the site

automatically recalls billing and shipping information.

Retailer apps are a key way to provide personalization as they can

be adjusted to the shopper’s settings. They also have the added benefit
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of being faster and easier to launch. According to Deloitte, conversion
to purchase is 21 percent higher for shoppers who use a retailer app
(Brinker, Lobaugh, and Paul 2012). Retailer apps also enjoy the longest
time spent shopping of all shopper-related apps (Cutler 2013) (though
we hope this is because they are more interesting and not just harder to
use!)

In Canada, Metro just launched what they are calling a digital eco-
system that combines a website and an app. Shoppers can locate stores,
view promotional leaflets, or have coupons ready to scan at the register on
their smartphone. Online they can access menu planning tools, recipes,
and video information (Planet Retail 2013d).

Loyalty Cards

Another area where personalization can be amplified is through loyalty
schemes. In the United States, up to 90 percent of people are enrolled
in at least one loyalty reward program (Bzzagent 2011). Smartphones
are a much easier way of managing loyalty cards for the shopper. A good
example of this can be found with the Walgreens app in the United States,
where members scan their mobile device at the checkout to earn points
and savings, and redeem rewards (Lawrence 2013).

In a recent experiment by Nielsen to explore the link between loyalty
cards, coupons and retailer apps, shoppers used a retailer app that offered
a range of coupons; they then chose coupons they were interested in
which were automatically loaded onto their loyalty cards. When the shop-
per swiped their loyalty card at the register these coupons were activated.
They found that shoppers who used the retailer app-coupon-loyalty card
combination spent 66 percent more and had 44 percent more visits than
shoppers who didn’t use this combination. These same shoppers were also
more likely to buy brands that were new to their household (Cameron,

Gregory, and Battaglia 2012).

Trust

It is also important to establish credibility when the shopper first

encounters the site, and then again later when they are entering their
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payment information. The use of trademarks like Cnet or Norton that
people recognize can help achieve this; however, if they are over-em-
phasized they can create anxiety with the shopper (Dooley and Goward
2013).

Navigating

In this step, the shopper navigates the website or application to orientate

themselves.

Hotspots

Just as there are hotspots on shelves in brick and mortar stores, they also
exist on web pages or applications (Deherder and Blatt 2011; Google
n.d.). Ads located above the fold (the first part of the screen you see) tend
to perform better than those below the fold (another interesting finding
is that: ads on a computer are seen quicker, and hold engagement lon-
ger than ads on an iPad) (Mediative and Tobii 2012). While ads placed
near rich content and navigational aids usually do well because users are
focused on those areas of a page.

When it comes to digital product display, just as with category man-
agement in brick and mortar stores, the order that products are displayed
will impact the amount of attention they receive and ultimately their
sales rate. Products that are seen earlier in the browsing process have a
higher chance of ultimately being chosen (Breugelmans, Campo, and
Gijsbrechts 2007).

Scanning

In this step, the shopper begins interacting within the area they have zoomed
in on; in doing this, they may use the search function to find their products.

Unlike brick and mortar stores that can only present the shopper with
one categorization of products at the shelf, digital has the opportunity
to be more flexible. Providing the shopper with multiple filters so that
they can narrow down their search can be very effective. As with shop-

ping in-store, completing a quick and accurate browse of the segments
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available makes the shopper feel smart and good categorization facilitates

this.

As the shopper begins browsing, the goal is to allow them to experi-

ence the product in the most immersive way possible, should they choose

to explore further. Here is a list of things that facilitate this: (retailcustom-

erexperience.com 2010)

L.

II.

1.

Product photography is clear and accurate

At a conference in London in 2011, Sainsbury’s showed a case study
where just showing what the bottle of beer inside the multipack
looked like increased sales by 33 percent.

Advanced product viewing functionality

If the shopper is looking for fashion, then the ability to zoom in and
look at the material as it is worn by an actual model is a minimum
expectation (Kawaf 2013).

Demonstration of required assembly or installation

Anyone who has ever had to assembly children’s toys or lkea furni-
ture will agree with this!

Although video has the potential to slow the site down, where video

is used by the shopper they are more likely to convert to purchase
(DeMarco 2013).

IV. Demonstrations of the product in use

One way of achieving this is through providing branded microsites
within retailer websites. In a UK study, 23 percent of online shop-
pers have already used them (IGD 2012).

Online grocery Ocado in the UK recently trialed an interactive car-
toon bear that appeared when the shopper purchased fish fingers.
The activation was built with bird’s eye and was designed to engage
the shopper and gain greater stand out for their brand (Planet Retail
2012a).

V. Product reviews from actual customers

This is where peer reviews and social media can play a significant
role in influencing purchase (Neilsen 2012b). Shoppers are becom-
ing more skeptical of paid media at the same time that their willing-
ness to use social media referrals is growing (Coca-Cola Retailing
Research Council; The Integer Group 2012).
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Customer reviews empower the shopper to feel smart. (And for men,
who are often not the primary shopper in the household and there-
fore not as skilled or confident and undertaking it, helping them
to feel this way is important.) Reviews on retailer websites are the
number one source of social commentary that shoppers use at this
step in their path to purchase. It is also a platform through which
they regularly communicate (Esomar 2011). For this reason, retailer
websites are good forums through which to stay connected with
your shoppers.
Research also tells us that social media, whether connected to the
retailer’s website or not, also has the ability to encourage shoppers
to try new brands and products (Ryan Partnership 2012). Digital
retail sites therefore have to find ways to motivate shoppers to read
and submit reviews to keep this valuable reference point fresh and
relevant.
A recent study by Twitter found that users exposed to tweets from
retailers were 40 percent more likely to buy from that retailer online
than the average online shopper. Their learning from this finding
was that exposure to tweets means that shoppers arrive at the retail-
ers’ website with a higher propensity to buy (Twitter 2012). While
data from Levi Strauss indicates that products with more than 25
reviews have a return rate that is 45 percent lower (Pouy 2011).

VI. Product specifications are available
Particularly for men who want to know how products work. Accord-
ing to Saatchi Saatchi X, performance provides a kind of “emotional
functionality.” It helps men feel that their choice is more efficient,

powerful, or technologically advanced (Goodall 2011).

Choosing

In this step, the shopper compares alternatives and selects something to
purchase.

E-shoppers live with the belief that a better price exists; all they have
to do is find it! They enact this belief by going to the store to try on
clothes or explore products they are interested in, and then start searching
for the best deal online, and they will often start that search in-store with

their smartphone.
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A recent study suggests that 29 percent of shoppers who use a smart-
phone to research a product while at any retail store end up purchasing
the item from an online only retailer (prweb.com 2012). This phenom-
enon has been coined showrooming, and price differences of as little
2.5 percent or US$5 can encourage most shoppers to do it (Monteleone
and Wolferseberger 2012).

One way they are doing this is by matching the best online price that
the shopper can find. They are also offering promotions that are only
available in-store through coupons that are directly sent to the shopper’s
smart phones through technologies like near-field communication. Near-
field communication or geo-tagging works by trying to reach shoppers
with messages while they are in the store deciding whether or not to buy.
For some of us, this kind of communication may be invasive, but for
others it adds to the entertainment of shopping in a real as opposed to

virtual world.

Purchasing

In chis step, the shopper makes payment for their product.

Favorites

A customer’s favorites list is their future shopping cart. It predicts what
they will buy.

Finding ways to make it easy for them to replenish, and asking the
shopper to opt out of these recommendations, incorporating discounts, a
top-sellers area and remembering customized delivery requirements, will
make the purchase decisions quicker and easier and will be rewarded by

repeat usage.

Payment

Internet users’ attitudes about online shopping are not entirely consistent.
They are willing to shop online because it is convenient and a time-saver,
but they also do not like sending personal or credit card information over

the Internet. This is one of the reasons why PayPal has become so popular
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and why they claim that merchants who offer their express payment ser-
vice see an 18 percent growth in sales (Ipsos 2011).

Future mobile wallet solutions where you can pay using only your
smartphone will further speed up and at the same time reduce the risk
associated with payment. After all, who needs a wallet or a watch if you

have a smartphone?

Shipping

Shipping charges are a key barrier to buying online, particularly as they
often do not appear undil the shopper is asked for their final purchase
confirmation.

According to a recent Canadian study, nearly three-quarters of people
agree that free shipping, with slower delivery, would encourage them to
shop online. While nearly half of all Canadians suggested that, at the very
least, online retailers should offer a greater variety of shipping options
so they can select the speed and cost that fits their needs (The NPD
Group 2010). To this end, an IGD study of UK shoppers actually found
that delivery reliability (91 percent), slot availability (85 percent), and
the delivery charge (75 percent) are important drivers of website choice
(IGD 2012). To overcome delivery slot suitability for shoppers, many
retailers are now offering collect services from the car parks outside their
stores.

The words “free shipping” is very motivating to e-shoppers. Professor
David Bell from Wharton University says that this is why approximately
60 percent of online retailers cite “free shipping with conditions” as their

most successful marketing tool (Wharton 2006).

Abandoned Carts

Abandoned shopping carts are the number one thing all retailers could
fix to grow sales.

There are no firm figures in the industry but a conservative estimate
is that up to 60 percent of all carts are abandoned (Baymard Institute
2014).
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To help reduce the number of abandoned shopping carts you can
(Charlton 2012):

* Offer multiple payment methods of payment

* Remove distractions on the purchase page

* Keep form filling to a minimum

* Add reminders of price and delivery charges before the check-
out so that it is not a surprise later

* Make it easy for customers to alter order details

* Show a progress indicator so that the customer knows where
they are in the payment process

* Offer a stress-free returns policy

Execution Ideas

Because of this digital path to purchase behavior here are some recom-

mendations to improve shopper marketing efforts:

* Be present in the online shops of your existing retail customers

* Consider offering them broader ranges than can be stocked in
their stores

* Ifadvertising or listing on a retailer site, do whatever you can
to be in the hotspot (same as bricks and mortar!)

* Have search filters that match shopper decision criteria

* Ensure the shopper can get to your products to select them
within three to four clicks

* Use as high definition media as possible to explain your
product

* Take ownership of the explanatory content

* Make comparison easy

* Include the technical specifications

* Encourage social media comments and especially reviews

* DPersonalize for the shopper as much as possible

* Make sure PayPal is available
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* Make sure there is fluency between the traditional advertising
and the online advertising. This will help the shopper connect
what they saw elsewhere with what they are searching for

e Understand the motivations and behaviors of shoppers that
connect with you online, they are a recurring profit source

* Optimize your online advertising for mobile

* Understand how your brands are displayed on retailer apps,
the earlier they are found within a category assortment the
better

* Find a link between your brand and the retailers loyalty
schemes

* Show comparative prices

Digital Theater In-Store

Digital technologies also open up possibilities for retailers to increase the
pleasure or arousal of the shopper, and at the same time provide a tangible
benefit over online shopping. These digital theater elements are devel-
oping at a rapid rate but below I have tried to list out some of the more

interesting examples along the path to purchase.

Mission

Most online shopping is to replenish the home; penetration of smaller
top-up baskets is less than through brick and mortar stores. To win a
higher number of small basket purchases, the use of virtual store walls
where shoppers can scan and buy items is growing. The first scaled gro-
cery example of this came from Tesco in Korea. Many other examples
have followed and it is now common practice to see these walls in busy
thoroughfares like train stations. Results from the activations are limited;

however, in trials I have been a part of, sales have been small.

Entering

As shoppers enter the store they will increasingly have the opportunity

to check-in and begin earning loyalty points or receive instant coupons.
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Target in the United States uses the Shopkick reward program in all
its stores. If shoppers have the app on their smartphone (they don't even
need to open the app to activate it) they receive points called “kicks” that
can be redeemed for a variety of rewards. Bonnie Gross, Target Vice Pres-
ident of Marketing and Guest Engagement said of the program. “We've
learned from our guests that they appreciate being rewarded for doing
what they already love to do—shopping at Target” (Planet Retail 2012b).

Shopkick is just one reward program example; customer recognition
upon entry will increase in coming years. The shoppers’ history and pref-
erences will be used to greet them with special offers. The same person-
alization they receive online will be available in bricks and mortar stores.

To facilitate the greater use of digital technologies by the shopper,
many retailers are starting to offer free Wi-Fi that is available for a lim-
ited time each day for the shopper. Other retailers are starting to use the
iBeacon system which is a Bluetooth Low Energy signaling system that
detects shoppers on entry and facilitates communication with them while
they shop (Planet Retail 2014a).

There are other analogue examples where shoppers can scan their loy-
alty card at a kiosk upon entry and receive personalized coupons or other
information. At the Ukrop supermarket in the United States that has this,
the shopper is promised deals that are unadvertised and are frequently
changing (PR Newswire n.d.). Walmart’s Sam’s Club stores in the United
States also have an interactive kiosk system in-store which sends eValues
coupons to shoppers’ smartphones. The Sainsburys UK loyalty program,
Nectar is available on an app and provides shoppers with personalized
offers, a store locator, and loyalty point information (Planet Retail 2011).

Perhaps most interesting of all is the Asda UK trial of a female holo-
gram that greets shoppers and provides information on their 10 percent

price guarantee! (Planet Retail 2012c¢).

Navigating

As the shopper navigates around the store they are being offered infor-
mation through apps on their smartphones to help them find products.

Google is facilitating this by mapping the inside of retail stores in the
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same way it has mapped streets. In France major retailers have already
begun using this service (Planet Retail 2012d).

In the United States, retailer Meijer has an app called “Find-it” that
helps the shopper find the location of more than 100,000 items. In addi-
tion, it also provides information on special offers in the store (Planet
Retail 2011).

The humble shopping cart is also undergoing a renovation to help the
shopper. At Whole Foods Market in the United States, a cart has been
launched that is ficted with a tablet to offer you deals, product informa-
tion and help with navigation, all tailored to your needs via the swipe of
your loyalty card (Planet Retail 2012¢).

There is also MediaCart, a shopping cart that has voice control to
help you find products, a bar code scanner to help you check prices and
self-checkout, it also reads your loyalty card to offer tailored deals (Media
Cart n.d.). Hellman’s Mayonnaise in Brazil also recently ran an activation
with a retailer where they put screens on carts that alerted the shopper
when they were near foods that would go well with their product. In
one month, 45,000 people used the carts and sales for Hellman’s rose

68 percent (Hellmanns Brasil n.d.).

Scanning

There are many digital tools being used to help the shopper as they browse
and some of them like TV screens have been around for quite a while.
The Walmart Smart TV Network is present in all U.S. stores; screens
are placed at the entry to greet the shopper and explain how the system
works. Then there are more located at the shopper’s eye-level in the cat-
egory and positioned near the products that they are providing infor-
mation for, and others still positioned at the end of each aisle. Walmart
released data showing that the system increased sales by up to 28 percent,
but also had a positive effect on total category sales (Planet Retail 2011).
As the cost of LCD screen continues to fall we may also see more
point-of-sale material replaced by interactive surfaces. At an Albert Heijn
store in Amersfoort in the Netherlands, screens with prices and product
shots are being tested above fresh produce. While in the Real Future store

in Tonisvorst, Germany screens are used to aid segmentation in a new
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interactive chiller cabinet. There are also interactive touchscreens that
offer product details, recipes, and information on healthy eating (Planet
Retail 2013a).

Tesco have also been trialing interactive screen in-store that shoppers
can use to browse clothing lines available in-store as well as an extended
range online. Product ratings, reviews, and suggested accessories are also
available. The shopper can then order for collection in-store or home
delivery (Planet Retail 2013Db).

One of the more interesting interactive screen solutions to recently
launch was the P&G SoloHelath kiosk. The kiosk is in-store and in
seven minutes allows the shopper to assess their vision, blood pressure,
weight, and body mass index for free. It also provides health recommen-
dations and links to local doctors who might be able to help them (My
SoloHealth Station n.d.).

Smartphone-enabled augmented reality is also coming to a supermar-
ket near you. This technology adds further information like recommen-
dations or coupons when something like a poster, pack on shelf, or beer
coaster is viewed through an app. A restaurant chain in the United States
uses this technology to entertain children with a video game when they
view their placemat, while Bulmer’s Cider used it to illustrate the perfect
pour and their extended range of flavors (Taylor 2012).

Point-of-sale material near the shelf is also being digitized through the
use of e-paper. This technology provides flashing animation that works
for up to a year without having to change batteries. The launch of Cherry
Cole Zero at Asda in the UK used epaper, and the manufacturer claims
that it can deliver an uplift in sales of 25 percent versus paper-only point

of sale material (Promotional Marketing 2013).

Choosing

As the shopper zooms in on products they are considering, technology is
helping them make a final decision.

Clairol’s “Find Your Color” kiosk helps achieve this by delivering rec-
ommended hair coloring and broader care and style products based on
your answer to a set of questions. More impressive though is the virtual

mirror that retailers like Walmart, Carrefour, and Superdrug are using
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to allow shoppers to see how cosmetics look on them before deciding
whether or not to buy. The mirror takes a picture of the person who
then scans the barcodes of the products they are interested in testing. The
products are then automatically applied and the shopper can print the
image, send it by e-mail, or post it on Facebook (Passariello 2010).

Similar mirrors exist that allow clothes shoppers to see what items
look like on without having to actually undress in the changing room
(Diesel Ginza Interactive Mirror n.d.). At the Burberry flagship store in
London, when a shopper approaches a mirror having tried on a piece of
clothing, the mirror transforms into a screen and shows how the item was
made and what it looked like on the catwalk (Dacre and Urwin 2012). A
Tesco store in the UK has a Kids StyleMe Mirror which overlays cloths
on a picture of the shopper using a gesture-based interface (Planet Retail
2013b). Marks and Spencer are bringing digital to the fitting room with
the launch of their body shape scanning technology. The scanner is similar
to that used for airport security and is available to collect measurements
of a fully clothed person and then provide recommendations on the best
size fit (Planet Retail 2012f).

Lego’s digital box allows shoppers to see what the Lego model will
look like when they build it. While the eyewear chain OPSM in Australia
has a concept store that allows shoppers to test products for glare and
wind resistance in a simulator room as well as interactive mirrors (PRweb
2010).

Social Media can also help people select a product. Using the insight
that “when women go shopping most of them feel insecure and need
a second opinion. Although just one second opinion is not enough to
make the right decision about what to buy” (Cardoso n.d.) the clothing
retailer C&A in Brazil launched the Like Hanger that displays how many
likes a garment has on their Facebook page. In the UK, the clothing
store Uniglo has launched Tweet counter where the price of clothing is
reduced every time a shopper sends a tweet about the item (Whitehead
2010).

The information used most often by the shopper is actually that which
is on the package itself, although only 10 percent of shoppers actually

turn a product around to read the information that is on the back of the
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pack. QR codes on the pack allow the shopper to access extended infor-
mation about the product. In China, Carrefour have started using QR
codes on the fruit and vegetables to allow shoppers to view information
on provenance, licenses of vendors, and other information on the farm
where the products came from (Planet Retail 2013c). QR codes are also
used on point-of-sale material to provide the same information. However,
in my experience they are rarely used by the shopper in the store.

There are also a plethora of retailer apps to help shoppers select their
products. Carrefour, Tesco, Migros, and Globus have apps to help the
shopper choose wine. Manufacturers too have apps to help with things

like meal creation, or medicine selection.

Purchasing

The purchasing decision occurs when the shopper places the products in
the basket and walks away to finish their shopping and eventually pay.
At this point, the shopper finishes shopping the category and will need a
subsequent trigger like an off-location display with the categories prod-
ucts to revert to shopping mode.

Waiting at the check-out is something that no shopper likes. However
new technologies mean that waiting may soon be a thing of the past.
Technology that allows the shopper to scan their products as they shop
and then place them directly into bags in their carts is becoming more
commonplace. The shopper can scan their own products using their
smartphone or handheld scanners provided by the store (Bishop 2012;
Planet Retail 2012a). At the register, payment is made against the totals
that have been scanned. Random checks are conducted for accuracy but
the prevailing attitude from retailers is that the loss of revenue from any
nonreporting scanners will outweigh the savings from reduced cashiers’
salaries or shopper dissatisfaction with queues.

Retailers like Auchan in France are also introducing new proprietary
mobile payments systems that also link to loyalty and couponing systems
(Planet Retail 2012b). These payment systems will increasingly integrate
with apps like Apple’s Passport to open instantly as shoppers approach

payment areas.
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At Asda in the UK even this is not necessary with their new rapid
scanning tunnel that scans products as they move along the register
conveyor belt in 0.6 seconds (cashiers take an average of three seconds)
(Poulter 2013). There are other examples of retailers equipping staff with
iPads or other mobile technologies to process payments at any point in
the store. The benefits of these systems are that they remove any barrier
like a counter top between the assistant and the shopper, making for a
more personal transaction while at the same time saving the shopper the
hassle of queuing (Batchelor 2012) (One step retail solutions n.d.).

After payment technology is also helping edify the shoppers” purchase
decisions. Tesco launched (and then retracted) a tool that allowed you
to send them the number on your receipt; they would then analyze it
and e-mail you back with how much you saved by shopping with them.
Walmart is testing something similar; you upload a photo of your grocery
receipt from a competitor in the last week and they come back to you on
e-mail with a price comparison (Planet Retail 2012¢).

A word of warning though: shopping is inherently a task-led process;
shoppers are often in a hurry and looking to complete their mission with
as little wasted time as possible. Any technology deployed in this envi-
ronment has to make the trip simpler and quicker to finish; otherwise it
runs the risk of becoming yet another element of the clutter they have to

de-select.

Top Tips

* Collate digital shopper insights along the path to purchase
in the same way that you have for physical behavior in a
retail setting.

* Audit your existing digital shopper marketing against the
recommendations in this chapter.

* Deploy digital retail theater to test and learn what can
help the shopper make their trip simpler and quicker to
finish.
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The Key Points in This Chapter

* Price helps shoppers make purchase decisions in two main
ways; first it helps them understand the expected quality
of a product relative to a consideration set, and second it
helps them allocate their budget.

* It is rare that even half of all shoppers are able to accurately
recall what they paid for a product even seconds after
buying it. Absolute prices are not something we choose to
clutter our memory with, instead we rely on the retail set-
ting to help us understand magnitude differences in price
between products.

* We do not process all of the numerical information in
a price. We use shortcuts in reading and understanding
prices in the same way we do with other elements of
the marketing mix that confront us in stores. As a result
retailers are able to influence shopper behavior with price
frames.

* Shopper marketing helps with price communication by
either amplifying the brand’s benefits, or framing the price

in a way that enforces the product’s value to the shopper.

Part A: The Importance of Pricing to Shoppers

“Jamie, why are you proposing a 2 percent price increase when inflation
is only running at 0.5 percent?”

Amy had called Jamie in to talk about the Big Beverage Company
price increase, which she had just received.

“Amy, our beans come from all over the world, so it’s not reasonable
to hold us to local inflation only.”

“The people who come to Shopmart expect to find fair prices though,
and raising coffee more than the real value of their pay checks is going to

affect sales,” replied Amy.
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“Look, we make our own private label, so I know what coffee costs
and what you are making on each jar of your Grande Blend. It's way more
than we make.” She continued.

“So is this about the shopper or the profit that Shopmart makes?” he
asked.

Amy paused, “Jamie, what does one gallon of milk cost?”

“Pardon?”

“What does one gallon of milk cost?”

Silence.

“The shoppers we have know how much one gallon of milk costs; they
use it as a benchmark to evaluate other prices. So how much is it?”

Jamie didnt know, and he didnt want to embarrass himself by
guessing.

“Amy it’s not our intention to upset anyone. But we have cost increases
for raw materials and things like trade discounts that we have to pass on”
he said patiently, trying to calm the rising tension.

Amy then de-escalated things by explaining, “we see that promotional
sales are increasing for all categories as shoppers get better at using digital
sites to scan through leaflets for the best deals. The second biggest mis-
sion we have in our stores today is the cherry picker topping up on a few
promotional offers. So price is even more of a sensitive issue with us now
than it has been in the past.”

This was a hot topic at the Big Beverage Company too; the increase of
sales generated through a promotional discount had been increasing with
all their customers in the last few years. They attributed it to the rise of the
savvy shopper from the global financial crisis, a person characterized by
a desire to do more to get value for the scarcer family financial resources.
The rise of digital platforms to curate deals across the market had indeed
helped this shopper, but so had expanding numbers of products on pro-
motion in retailers’ stores.

Amy was still single, but her background was lower middle class.
This, together with the everyday struggles of her sister, a stay at home
mom who was raising two children on her husband’s blue-collar wage,
kept her tuned in to the importance of price as a marketing tool. And if
that wasn’t enough, at Shopmart, it was not unusual for their monthly

team meeting to be interrupted by a pop quiz from her manager, Murray
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where they had to guess the price of leading products in a category like
cake mixes or spices.

“Our price image supports our position in the market,” Murray would
often say after they had corrected each other’s answers, and shared their
disparaging results. “It’s part of our brand and right at the top of why
shoppers choose one retailer over another.”

“It has to be a triple win Jamie, Shopmart, the Big Beverage Company
and the shopper; that’s what Project Java is supposed to be about isn't it?”

Where does this end? thought Jamie. We already give them over
20 percent in discounts and rebates and on top of that they make
15 percent margin on the retail price; if it keeps growing at the rate it
is has been these last couple of years, one day that figure will be close to
40 percent. Can the Big Beverage Company even survive with that much
profit erosion?

“I agree,” replied Jamie but with just enough of a pause to indicate
that he wasn’t completely convinced.

“So I see how you win from this, but let’s now discuss what we can do
for the shopper and then after that, Shopmart. If we get the shopper bit
right then that helps us both.”

“Well we are going to hold the old promotional price for at least three
months.”

“That’s a start,” she replied.

“And we have some ideas on what we can do for Christmas too.”

“Good, because Murray will want to know how we have resolved this

before we show him any of the Project Java plans.”

Part B: Shoppers’ Interaction with Pricing

The focus of this section is shopper-facing prices, not the more prosaic

topic of price negotiations with retailers.

The Role of Price

Price helps shoppers make purchase decisions in two main ways: first
it helps them understand the expected quality of a product relative to a

consideration set, and second it helps them allocate their budget.
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Price is what is scarified in order to obtain the product; for this sac-
rifice to be acceptable it must be, at a minimum, equal to the product’s
benefits. When this occurs, the shopper sees a level of value that is satis-

factory relative to the pain of paying.

Value = Benefits — Price

The shopper sees value therefore when benefits exceed price (Chen,
Monroe, and Lou 1998).

Benefits include things like: the intrinsic quality of the product, the
extrinsic attributes like packaging or purchase location, or hedonic ele-
ments like the self-expression associated with the product’s consumption.

When the shopper is in-store and in the choosing step on their path to
purchase, the calculation of value is an iterative process as they compare
extrinsic elements (unless there is the chance to experience the intrinsic)
of the products relative to the consumption and occasion needs they have
(Jones 2012; Zeithaml 1988).

This process of comparison will occur even if the shopper has prior
experience with the products, as the cues that signal product bene-
fits change over time as new claims are made by the manufacturer, for
example, “dishwashing liquid that now contains grease eating enzymes!”
(Zeithaml 1988).

At this moment, if the balance between benefits and price is not right,
the product can be quickly de-selected. Shopper marketing helps at this
moment by either amplifying the brand’s benefits, or framing the price in

a way that enforces the product’s value to the shopper.

Price Knowledge

When you ask a group of shoppers why they chose the particular store that
they are visiting, price is never the first answer; instead they are more likely
to cite location, convenience, or assortment as the key driver of their choice.

When we look at the shopper decision tree for a given category we
also see price, or its twin—value—feature as tertiary considerations. This
is true despite the relatively low cost associated with a few seconds of extra

search to compare prices.
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Not only is it a lower level decision-making factor at the store and
category levels, but is also something we have a limited ability to accu-

rately recall.

There is research to suggest that more affluent shoppers search
prices less because they do not believe the costs are worth the return
(Zeithaml 1988), while for shoppers who have lower incomes and
tighter budgets price is more of a concern and as a result is more likely
to be accurately recalled (McGoldrick and Marks 1987; Wakefield and
Inman 1993).

What is also interesting is some of the emerging insights around
price sensitivity online versus in-store for groceries. It seems that
online grocery shoppers are less price sensitive when they buy online, a
fact supported by research (Chu, Chintagunta, and Cebollada 2008),

and the ad hoc comments from many European retailers.

Price Recall

From Italy to Hong Kong, when you stop shoppers just moments
after buying products like beer, tampons, or baby powder, it is rare
that even half of them are able to accurately recall what they paid for
the product. However, they may be slightly better at telling you if it
was more or less expensive than a comparable product (Dickson and
Sawyer 1990; McGoldrick and Marks 1987). This tends to be the case
as shoppers are better at recognizing a relatively good deal when they
compare prices.

It seems that absolute prices are not something we choose to clutter
our memory with, even if they have been a key factor in our purchase
decision. Instead we rely on the retail setting to help us understand mag-
nitude differences in price between products (Vanhuele and Dréze 2002)
and on our underlying knowledge of the range of prices we expect to find
in the category given our prior purchases (Monroe and Lee 1999).

It’s not only after purchase that we have poor recall of prices; when
we investigate price knowledge just before people set off on a shopping
mission, we also find limited accuracy of the specific prices that will make

up the majority of their baskets, though there are exceptions and caveats,
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which we will discuss later. Instead, it is price expectations of the given
retailer that will often influence store choice decisions.

I suspect this is why I have yet to interact with a retailer in the capacity
of product supplier, who doesn’t consider price to be “very important for
us.” It seems to be the ubiquitous focus of retail commercial teams the
world over. And this focus is disproportionately focused on promotional

prices.

Promotional Prices

When we get a deal we feel both a sense of excitement and a sense of being
a smart shopper (Chandon, Wansink, and Laurent 2000), the type of
person who makes good decisions in both retail stores and life!

But it’s not the size of the deal that’s important; it’s the relativity of the
deal that’s important. In this way the psychological impact of saving a $1 off
of a $2 item is much greater than saving $1 off a $10 item (Chen, Monroe,
and Lou 1998; Gendall et al. 2006; Grewal and Marmorstein 1994).

For retailers, the lift in volume caused by price promotions represents
purchases that they hope are incremental to their total category sales.
Their thinking is that shoppers use multiple stores, so try and win the
purchase when they are walking down their aisle by incentivizing it via a
price discount. The prevalence and ongoing use of price discount suggests
that they believe in the effectiveness of this strategy.

But the way a retailer’s overall price image is formed in the shopper’s
mind would appear to be much more complex than just the prices they
have. Their advertising above and below the line, product range, retail
theatre, pricing tickets, and service level all play a role in forming their
price image (Zielke 2007).

Anchoring

I have often been in meetings with Walmart managers and heard them
refer to the category’s “opening price.” This is the product with the lowest
regular price in the category, and it is normally the private label. Their
belief was that it was this price that was the anchor for the rest of the

category.
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Price anchors are the reference point that influences the shopper’s per-
ception of all other prices.

Price anchors can also be more general, average prices established
through what the shopper regularly experiences in-store, and used to
evaluate which sale prices are high, low, or neutral (Urbany, Bearden, and
Weilbaker 1988).

There seems to be no agreement in the industry on what prices shop-
pers use to anchor their evaluations (Biswas, Wilson, and Licata 1993).
Instead, it seems that when deciding whether or not to buy, shoppers
have acceptable price ranges for products, when the price is within this
range they buy and when it is outside they don’t buy (Ariely, Loewenstein,
and Prelec 2003). To this end, small changes around these reference price

ranges produce no change in the shoppers’ price perception (Monroe and

Lee 1999).

Price Framing

Framing refers to the way that the price information is provided to the

shopper. Here are some examples:

* Buy one get one free

e Was $2, now $1

* For a limited time only
e While stocks last

* 2 for the price of 1

* 50 percent off

* $1 plus shipping costs

Price framing is important because, despite the pervasiveness of prices
in our daily life, we do not process all of the numerical information in the
price. We use shortcuts in reading and understanding prices in the same
way we do with other elements of the marketing mix that confront us in
stores (Striving and Winer 1997).

When a shopper sees both a regular and promoted price together, the
regular price is the reference frame from which the shopper can calculate

perceived value. The more credible the reference price, the greater the
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impact (Urbany, Bearden, and Weilbaker 1988). While when it comes
to cheap items, they actually prefer savings communicated as discounts
rather than in currency terms, but the opposite is preferred for more

expensive items (Chen, Monroe, and Lou 1998).

Behavior

Retailers are able to influence shopper behavior with price frames, some

of the key framing elements they can use are listed below.

Price endings and beginnings

Shoppers read prices from left to right and when comparing products pay
less attention to left digits that are the same for the products under con-
sideration. When this occurs, they use the digits toward the right as the
basis for their price comparisons (Poltrock and Schwartz 1984).

When the left most numbers are different though, shoppers will use
them as the basis for their initial comparison.

Here is an example:

Option A: $79 $93, Option B: $75 $89

When tested many people report option A as being most different
(Monroe and Lee 1999).

When a “9” is placed at the end of price in some markets like the
United States, it will act as a sale sign and announce a deal to the shopper
(Anderson and Simester 2003). In fact, research also suggests that shoppers
have a preference for odd over even numbers. To this end, pricing below
the nearest round number, for example, $1.99 instead of $2.00, produces
better sales results for frequently purchased household products. This effect
works when the left most digits are different and when the two prices are
close in value, as in the example above (Thomas and Morwitz 2005).

This effect is produced because as shoppers we seem to trick our per-
ception of magnitude by primarily referring the left most digit in price
and rounding numbers down (Asamoah and Chovancov4 2011; Thomas
and Morwitz 2005).

A casual stroll through the aisle of the supermarket in most countries
will give you an impression of the most popular price ending number. In

my experience, you are most likely to see 0, 5 or 9.
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Unit prices

Unit pricing refers to the presence on the price ticket of a relative price
for a rounded quantity of the product. For example, a pack of 30 baby
diapers might have a price of $21.95 and a unit price 0.73 cents per dia-
per. These unit prices are provided in the hope that they help the shopper
make quicker judgments on the product’s value.

There is some evidence to suggest that unit prices can actually lower
the grocery expenditure of the household over time (Mortimer and Weeks
2013). However, there are also findings that indicate that shoppers find
unit pricing confusing and don’t use it (Mitchell, Lennard, and Mcgoldrick
2003). To this end, a study on unit pricing in Australia identified the fact
that 60 percent of people would prefer unit prices to be more prominent

and therefore easier to identify and read (choice.com.au 2011).

Colors

In another interesting test, it was found that males perceive greater saving

when prices are shown in red versus black! (Puccinellia et al. 2013).

Physical distance between prices

Another interesting finding is that when it comes to the display of the
standard shelf price, for example, $7 versus the sale price $5, a greater hor-
izontal separation between these prices leads to higher discount percep-
tions. It seems that our internal “magnitude representations” is impacted

by the space between the two prices (Coulter and Norberg 2009).

Font size

Another interesting example of this magnitude effect can be seen in pric-
ing font size. When the regular price is in a larger font than the sale
price, people perceive the sales price as small in comparison to when the
sale price is written in a larger font than the regular price. It scems that
font size helps the shopper distinguish between the regular and sale prices
more quickly, which in turn impacts their perception of the size of the
discount (Coulter and Norberg 2009).



202 SHOPPER MARKETING

Retailer leaflets

When you look at the front page of a retailer’s leaflet, the products you
see are most likely being sold at very small to negative margin when all
operational costs are fully allocated. These are the items often referred to
as loss leaders or signpost items that build traffic.

In some of the Asian and European markets that I have worked in,
large jars of coffee, beer, and diapers are products that build traffic by
causing shoppers to switch from their primary store to a secondary, less
used store. The shopper will often be able to accurately recall the price for
these products and will use them to form an expectation of all products
within the store (Anderson and Simester 2003; Desai and Talukdar 2003;
Helbling, Leibowitz, and Rettaliata 2011).

As such the retailer needs to offer competitive prices on these products
as a way of ensuring the shopper that a trip to their store will provide
the base-level value that they need to justify the visit. Once they are in
the door, the hope is that they will fill their basket to the extent that the
retailer makes net profit on their visit.

What they don’t want is a “cherry picking” shopper who comes only
on a specific need mission for the specials. Unfortunately though, the
growth in online sites that provide across market summaries of what is on
promotion at key retailers are driving up this specific need mission.

As the use of basket-level data to understand the profit from each
transaction becomes more prevalent, my belief is that the use of loss lead-

ers will decline significantly.

Words

Pricing messages displayed on point-of-sale material at the shelf, like
“guaranteed price matching” can also help improve the shopper’s per-
ception of the store’s overall pricing scheme (Anderson and Simester
2003).

Research has also shown that words can be used to reframe the price
for larger items into smaller increments that our brains are better at
processing. For example, a $1,200 a year gym membership will appear

more attractive when it is advertised at $100 a month. In the same way,
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adjectives can moderate the price to reframe it; in tests “a small $5 fee”

receives a response rate 20 percent higher than “a $5 fee” (Hayes 2012).
When messages like “limited to five bottles per shopper” are used to

imply scarcity, the shopper will often respond favorably to the promotion, as

long as the associated deal is plausible (Inmann, Peter, and Raghubir 1997).

Sale signs

Fact: the presence of a sale price in-store, without a price discount, has
been shown to increase sales (Inman, McAlister, and Hoyer 1990).

The simple shelf flag that announces the price offer is often enough to
capture the shopper’s attention and trust. The fact that they have found
motivating deals using these signs in the past re-enforces their relevance
for finding deals in the future. However, when sale signs are placed on
more than 30 percent of the products within the category, their effective-
ness drops (Anderson and Simester 2003).

In this way, price promotions can improve the convenience and speed

of shopping (Chandon, Wansink, and Laurent 2000).

Free versus percent off

Shoppers prefer getting something for free versus getting something
cheaper. Paying for something means parting with our money while get-
ting something free is a gain, not a loss, of our hard earned cash!

It also seems that we prefer double discounts, for example, 20 percent
off plus another 25 percent versus a single discount of 45 percent (The
Economist 2012b).

The task orientation of shopping and the strain that retail stores place
on our cognitive abilities mean that shoppers often neglect base prices
when processing percentage change information.

The interpretation of a percentage change requires a quick calculation
on the standard price that is being changed; for example, a price discount
presented as a 33 percent price reduction on a $1 can of beans (saving of
0.33 cents), and a bonus pack may be presented as 33 percent extra free

on the same can.
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When given a choice, we have a preference for more free versus a price
discount, even when the economics of both offers is the same (Chen et al.
2012).

As an interesting aside, larger packs of familiar branded products also
tend to be consumed faster due in part to the fact that we perceive that
they have a lower unit cost per consumption; so, bonus packs can also

play a role in shortening the interval between purchases (Wansink 1996).

Bundling

Price bundle promotions are where two products are offered to the shop-
per and a discount is provided if both are purchased.

These kinds of promotions have been shown to decrease price sensitiv-
ity and increase purchase likelihood while at the same time differentiating
the offer. They can be especially useful for new products as the bundling
with an existing product helps cue the new product’s benefits (Stremersch
and Tellis 2002).

Smaller bundles of two or three products tend to be viewed more
favorably than larger bundles; this is most likely because the discount is

easier to perceive given the cognitive demands of shopping (Krishna et al.
2002).

Premiums

Premiums such as a free hair brush or make-up kit can work better than
price discounts for hedonic products (Chandon, Wansink, and Laurent
2000).

However, premiums can detract from value if they are not aspirational

enough.

Shopper-Led Pricing Strategy
Promotional Price Strategy

Price promotions are the most maligned element of the marketing mix; as

commercial people, we both love and hate them. They lift sales, encourage
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pantry loading in the home and by virtue of this, increase consumption as
well as helping new products find first time buyers; but they also increase
the shopper’s price sensitivity to the regular price, reduce baseline sales,
impact profit and can damage the long-term equity of the brand.

Yet, since the global financial crisis of 2008, the percentage of sales of
products across Europe and Asia that are brought on promotion by the
shopper has increased.

Price promotions have to be treated with the same strategic mind-set
that is brought to other elements of the marketing mix and not simply be
treated as a short-term tactic.

Some of the elements that need to be considered when creating a pro-

motional strategy that is shopper-centric are discussed below.

* Profits
It is a universal truth that you sell more at lower prices; of
course to achieve this, the shopper must realize that you
are offering a lower price than normal through appropriate
in-store price frames. What isn’t a universal truth though is
that you will make more profit at lower prices.

It is true that promotions encourage some shoppers to switch
from their last purchased brand, or even last shopped retailer,
but this often comes at a cost. This is lost profit given away
at the lower promotional price to shoppers who would have
purchased at the regular price anyway. To this end, research in
the United States in 1999 found that a 5 percent increase in
promotional depth or frequency can decrease profit margin 0.3
percent to 0.5 percent (Jedidi, Mela, and Gupta 1999).

* Elasticity
Elasticity differs dramatically by category; for example, baby
toiletries have much smaller sales lifts than does coffee.

There is also a lot of energy spent trying to understand
the source of incremental volume; for example, does it come
from existing shoppers or from those that regularly buy other
brands. Unfortunately, the results of these analyses are often

spurious.
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When evaluating store level scan data you may often find
that stores in lower demographic areas produce lower pro-
motional lifts for branded products. At first this may feel
counter-intuitive; shouldn’t lower income households buy
more when prices drop? The answer is, not if the lower price
means they still have to trade up from a lower priced item like
a private label that they buy regularly. This finding was also
reported by researchers who summarized that demographic
variables have a much greater impact on elasticity than store-
level competitive variables (Hoch et al. 1995).

* Stockpiling
Houschold panel data confirms that stockpiling (or pantry
loading as it is often called) of a given product can be driven
by actions such as promotional prices or multipack offers.
In turn, pantry loading in the home can lead to increased
consumption, particularly of snacking foods in expandable
consumption categories if it is readily available and visible
to the household consumers (Chandon and Wansink 2002;
Chandon and Wansink 2011).

One explanation for increased consumption of what we
pantry load is that we value these products less (Gourville
and Soman 1998), but I think it is just more likely that we

consume what we see! (Wansink 2010).

Creating Promotional Strategy

When creating a promotional strategy these are the key questions that

need to be answered:

e What is the goal of the promotion?

e Which products to promote?

* Which channels to promote in?

¢ The frequency of your promotions?

* The depth (% discount) you want to offer?

I normally try and summarize the strategy in a table as per the example
in Table 12.1 like this:
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Executing Promotional Strategy In-Store

When it comes to executing the promotional strategy, you can also con-

sider the following:

* Do not promote products that target a similar need or usage
occasion at the same time.
* Ensure there is a defined gap between promotions.
* Prioritize certain price promotion frames; for example:
o Buy one get one free
o Two for the price of 1
* Ensure promotional price tickets:
o have the regular price in a smaller font than the promo-
tional price
o ensure that the regular price and promotion price are sepa-
rated by the width of the regular price
o show the % discount
o show the unit price

o use a red font

Regular Price Strategy

It may be stating the obvious but price will significantly influence the
profit of a supplier to the extent that a 1 percent price increase can lift
profit by 8.7 percent, assuming no loss of volume (Baker, Kiewell, and
Winkler 2014).

However, any shopper marketing activities involving price must be
handled with care, as misleading claims can and will receive significant
shopper backlash. After all, shoppers want to feel smart and anything
you do that has the opposite effect can have a lasting impact, particularly
given the social media platforms that allow for fast dissemination of any-
thing the shopper deems unfair (Bertini and Gourville 2012).

When it comes to setting the regular shelf price strategy these are the

key questions that need to be answered:

* Where does my brand equity (not gross profit!) allow me

to price?
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For example, at mainstream level below market leader.

What are my pricing benchmarks at product level within the
brand?

Is the benchmark at a pack or unit level?

Are the benchmarks within the shoppers’ consideration set,

and therefore something they could compare at shelf?

For example, using Listy mouthwash:

External: 15 to 20 percent premium per mL versus Plax

Internal: Base = Original and Coolmint to entice entry level shopper,

Tier 1

= Tartar Control +10 percent to 15 percent per mL to Base, Tier

2 = Whitening +25 percent to 30 percent to Base

How do larger packs communicate value?

For example, in baby toiletries, larger packs (e.g., 750 mL)
should always be at a 10 percent to 20 percent discount per
mL to the next smallest pack (e.g., 500 mL).

However, in other categories like beer, multipacks are often
priced at a premium because of the convenience of having a
heavy purchase packaged in a box with an easy carry handle.
What is my pricing strategy?

For example:
Highest price per mL in the segment, to re-enforce equity as
most efficacious mouthwash. Larger packs offering a discount

on smaller packs to encourage trade up and volume in home.

Top Tips

Understand the role that price plays in your Shopper
Decision Tree.

Create a promotional strategy that is shopper-centric and
test different price frames to understand the impact they
can have on shopper behavior.

Create a trade standard on the way pricing information
should be presented to the shopper in your category.

Use the checklist in this chapter to create price strategy.






CHAPTER 13

The Key Points in This Chapter

* DPackaging is the only guaranteed shopper marketing mate-
rial in the store.

 DPackaging sits next to the competition, so it is rarely
considered in isolation. The design of the packaging can
influence whether or not a shopper notices it on shelf.

* 'The shopper understanding that is incorporated into
packaging design should help the shopper quickly and
accurately understand: Who Am I, What Am I, and Why
Am I Good for You.

Part A: Execution in the Real World

It was 8 a.m. and the shopping center was empty. The cafe was the only
shop open; it was not the ideal place to meet Amy’s boss Murray. A Mon-
day morning “pow-wow” had been Murray’s request though; “to discuss
the Project Java proposal in-store.”

“Please bring Reg,” he added as a final line in his short e-mail, and so
here they were drinking tepid cappuccinos, waiting for Murray and Amy
to arrive.

They had presented to Murray the prior Wednesday, and he sent the
note late the next day. That meeting had been cut short by an unnamed
emergency that had taken him from the room a few slides before the
end, and the abrupt close meant there was no discussion on whether or
not to proceed with Project Java’s actions. When Jamie had approached
Amy later for feedback, she was none the wiser as the emergency had kept
Murray away from his desk on Thursday and Friday.

“Amy just texted,” said Jamie looking up. “She says they will be here

in 15 minutes.”
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Reg had been his philosophical self about the meeting request, “if
it was a ‘no,” you would know by now. I'd say he just wants to test our
commitment in a real world situation like this,” and he lifted his hands to
indicate the uninspiring surrounds they found themselves in.

Ben fidgeted with his phone, the daily sales SMS had just come
through and the numbers were below expectations. Volume was down—
again, but so were the net sales per kg, so they couldn’t even bridge the
gap with higher profit product.

“Let’s head back into the store,” said Reg “and go through the path to
purchase one more time; this time in reverse. Let’s start at the shelf and
move backward to the entrance.”

“Ive got a quick call to make,” said Ben. “Sales,” he said motioning
to his phone. They left him with the bill and a pained look on his face.

Simon led them from the coffee aisle back to the power aisle and then
into the bakery and around the perimeter to the fresh department at the
entrance. In each area of the store they passed through, Reg wanted to
know what they thought the shoppers’ key task would be, and therefore
what would have the most chance of capturing their attention.

“Navigation signage, visuals and prominent display of the signpost
brand have the best chance of helping with key task fulfillment. Anything
that can be understood in 0.01 seconds helps. Things like this don’t,” and
he pointed to a set of Tetley Tea shelf wobblers dangling below the brand
on the shelf.

“So all that stuff we do to interrupt the shopper?”

“Interruption marketing is OK, but it doesn’t help with task fulfill-
ment. Not unless it's done in a way that is connected to the task. So I
think that’s OK,” pointing to a display unit of crackers that was placed
next to a circular cheese case.

“If you think about our coffee category vision, and the way we are
proposing to activate it in-store, well part of that is definitely interrupting
the shopper. In a sense, that is why we are going to place things in their
way, but we want to do it in a way that is connected to the different mis-
sions they are on.”

Reg made a ponderous “hmmmm” and was about to speak when

Jamie announced that Amy and Murray had arrived.
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They greeted each other at the entrance, Reg instigating the obligatory
question about performance. Amy then appeared with the store manager,
a harried, nervous looking man who they sensed had not been warned of
their visit. He shook everyone’s hand, nodding as Amy introduced him.
He smiled through his discomfort and after a few minutes of awkward
introduction to the store and its performance, extracted himself.

“So, T asked you to be here today to hear a little more about your plans
in the real world environment. Twenty-five years of retail experience tells
me that brands grow because of what is done out there,” motioning out-
side the store, “and then executed in here, but your plans are to do much
more in here with us. We're better merchants than we are communication
partners, so let’s discuss it slowly, with the person who pays my wages, our
shoppers, in mind.”

Reg nodded, “thanks for the chance to do that. This kind of thinking
is new for us too, so we want to make sure youre on board before we
invest.” The slight emphasis on the word invest conveying the message
that money, not just hopes, was backing this up.

Amy took over, “so why don’t we start this just outside the store and
follow the shopper along and talk about the plans.”

“Actually,” said Reg “if it's OK, can we start with a coffee from this
litcle place?” pointing at the cafe. “This kind of cafe is the most common
type of outlet for the general population; it will show us what we're up
against in winning more in your stores.”

“Let’s get it take away then,” replied Murray checking his watch, “I
only have 90 minutes.”

“No problem.”

In the short time Simon had been with the Big Beverage Company,
he had learned many things about general management from watching
Reg. His clear, direct feedback style, the moment to set up objectives
for meetings before discussion started, and his way of managing by
walking-around, to get quick unsolicited information about the drivers
behind performance. But perhaps the most subtle and effective trait he
had noticed, and was now trying to adopt, was the simple way he primed
people before engaging with them. If the catalyst for this project had

been a trip to Starbucks by Murray and Amy, then its continuation would
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spring from the knowledge that most cafe coffee was not good, and was
therefore a profit source that Shopmart could and should access.

While they waited for their order, Simon pulled out some Hot Shot
product samples from his bag. “I got these last week,” handing them
across to Amy. “They’re from Canada where they have a range of six now;
this is the best seller and that one the new product.”

Amy turned them around, moving away from the shadow cast by
Simon and Jamie to get a better view.

“They must be displayed in the outer packaging; this wouldn’t work
on the shelf would it?”

“They are, but I only have a picture of that,” he pulled a sheet of A4
paper from his bag.

Jamie leaned across Amy’s shoulder to see the image. It was a pixelated
shot of the die-line and not the actual pack assembled and sitting on the
shelf.

“Looks pretty drab to me!” They both looked at Simon for confirma-
tion. At that point, Ben appeared and handed them each a coffee.

“I’ll get a better example to share.” And he quickly packed away the
image and the samples before they further deflated, and thereby primed,
the mood heading back into the store.

Over the next hour, they moved around the store at a slow pace;
“nothing at all like the shopper!” Amy reminded them at one point. In
the coffee aisle, they watched from a discreet distance as a middle-aged
woman in her gym sweats deliberated for an interminable 90 seconds over
two types of filter coffee. Murray was stoic as the lady oscillated, but Amy
was more enthusiastic, muffling a cheer as she placed the chosen jar in her
cart. “That’s not unusual,” added Simon. “Dwell time in coffee is one of
the longer ones in the store.”

The most contentious conversations were in the fresh area, where
the discussion was firstly about the role of beans and whether operations
could manage them among the potatoes and apples. Murray was skepti-
cal but willing to try the idea. “They’re not as fragile as stone fruits and
lettuce, but wastage will be a concern, as will be handling. We also need

to make sure the scent doesn’t overpower the rest of the department.”
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It then turned to coffee carts and whether they were possible at the
store entrance beside the fresh area. “The list of barriers they would need
to overcome was a long one,” warned Murray; “but if that’s the standard
we're up against,” pointing back to the café, “then we would be silly not
to at least pilot it.” Reg promised that he would stay very close to the
details on their side, including the analysis of what the impact is to the
other cafes close-by; “we want this to be incremental, not a PR issue.”
Murray nodded. “From your point of view though, anything we can do to
improve the overall delivery of coffee to the consumer has to help.” It was
Reg’s turn to nod, “yes, we want to build more passion for coffee culture.”
Simon smiled at the sound of the category vision.

The session ended at the entrance to the store. “Reg,” said Murray, “if
you're willing to pay for the trial and move forward on the launch with us
first, then 'm willing to support a pilot of the structural changes to the
category and store.”

“Done,” replied Reg.

“Amy, pick five stores spread across the state and take a summary to
the monthly operations meeting.”

“No thanks, not until you get some results,” this time looking at

Simon and Jamie as well, “until then it’s just a good idea.” And they

shook hands.

Part B: Packaging

Packaging is the only guaranteed shopper marketing material in the store.
It is the silent sales person that sits on the shelf every moment of every
day selling the benefits of your brand to shoppers. Through the elements
of its design it imparts value on the actual product it contains and helps
transform its economic value.

The focus of this chapter is the packaging that faces shoppers and how
they interact with it, and based on this understanding, implications for
packaging design.

The objective of shopper facing packaging is to sell a product (Rundh
2009; Vitalija Butkeviciene 2008). To be able to do this, it must:
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1. Artract attention
2. Provide the necessary information to the shopper

3. Differentiate the product among its competitive set

This is important because packaging is inherently comparative in
nature in that it sits next to the competition. For this reason, it is rarely
considered in isolation. This differentiates it from many other types of
advertising that are often viewed apart from their competitors.

However, shoppers spend only a few seconds comparing products
or even looking at the package they are buying and, perhaps because of
this, 70 percent of shoppers reported having purchased a wrong product
within the last year (Ahern 2010; Young 2005).

Shoppers Recognize Products Using Color and Shape

Shoppers recognize products using color and shape, they use them as a
shortcut to de-select what is not relevant and conversely to find what they
are searching for (Morton 2004; Rundh 2009; Scamell-Katz 2012; Scott
Young 2009a; Young 2004; 2008).

Some examples of colors and shapes that you might be familiar with

are:

* The red and white Marlboro pack
* The absolute vodka bottle shape
* The Coke white font on a red background

This is one of the reasons why changes to a pack’s color and shape
can affect sales. In fact, industry research shows that only 10 percent of
pack changes increase sales while 20 percent decrease sales (Packaging
News 2011; Young 2010). In the United States, PepsiCo discovered
this in 2009 when they changed the packaging for their market leading
juice brand Tropicana. On January 8, their new pack started to appear in

stores; the orange color on the new pack was quite different, the branding
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had been reduced and the benefit claim “100 percent Orange Juice” sig-
nificantly increased.

However, by February 23, the company announced that it would be
moving back to the old packaging. Why? They had lost 2 percent of sales
or about $35 million in the two months the new product had been on the
shelves (Young and Ciummo 2009).

The learning: shopper confusion at the shelf happens when multiple
pack equity components are changed at once.

Even Coca Cola, one of the world’s great packaging owners recently
made this mistake! In 2011 they introduced over a billion white polar
bear cans to replace their red can as part of a World Wildlife Fund cam-
paign to highlight the threat to the bears’ habitat.

Unfortunately, people confused this new polar bear can for the silver
Diet Coke can. As a result their complaint line was flooded with calls, the
most serious of which came from diabetics who drank the full sugar red
can liquid by mistake (Daily Mail 2011).

Polar bear can replaces red Shoppers think they are buying
can diet coke
In my experience, using eye tracking tests, about a half to one-third of
the products in a category are not seen by the shopper when scanning the
category for even the briefest of moments, so being seen is the primary

objective of packaging.
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Because of this, use packaging to maximize visibility first before
considering any other issue!

(But remember that shelf space return for retailer is a critical consider-
ation, so vertical orientation is often better than horizontal)

And then think about shop-ability as a secondary consideration.

Shop-ability is one of those made-up business words that you won’t
find in the dictionary. It means the ease with which a shopper can dif-
ferentiate products within a range. As a brand line is extended and new
benefits introduced, the ability of the shopper to quickly differentiate
between products is essential, particularly if there are products within the
range that are more premium. To this end, it is important that products
within a range have a consistent layout in terms of the variables, which

we will discuss in this chapter (Synovate BrandLife 2011; Young 2008).

Shoppers Are Drawn to Packaging Elements That Cause the
Greatest Contrast from the Products Around Them (Jonathan
Asher 2011)

A great example of using contrast to highlight your product comes
from Coke and the birth of the contour bottle.

“Bottlers worried that the straight-sided Coca-Cola bottle was easily con-
Sfused with imitators. A group representing the Company and bottlers asked
glass manufacturers to offer ideas for a distinctive bottle. A design from the
Root Glass Company of Terre Haute, Indiana won enthusiastic approval in
1915 and was introduced in 1916. The contour bottle became one of the few
packages ever granted trademark status by the U.S. Patent Office. Today, it’s
one of the most recognized icons in the world—even in the dark!” (Coca Cola
Company n.d.)

In recent times, products that have succeeded thanks in part to strong
contrast on the shelf from their competitors are Pringles Chips in the
iconic cylinder and Garnier Hair Care which was launched in bright
green to stand out from its predominately white competitors.

However, when trying to attract the shopper through contrast, it’s

important to know that shoppers have an internal category code when
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it comes to products within a given category; deviation from this has the
potential to cause confusion (Block 1995).

Because of this, decide whether you want to create contrast from
your brand footprint or the category code using color and shape.

In this context, contrast can be defined as using opposing design ele-
ments from those presently used in the category.

The difficulty with using contrast is that it must not be so strange
within the category that it fails to convert increased attention into shop-

per consideration.

The Form (Shape, Color, and Label) of a Product Provides
Information to the Shopper Around Suitability

A product’s form (shape, color, and label) communicates information to
shoppers more quickly than the individual components of its packaging.
It creates the initial impression and generates inferences regarding other
product characteristics such as durability, value, technical sophistication,
ease of use, sex role appropriateness, and prestige (Block 1995). In this
way, visual elements transfer nonverbal information (Vitalija Butkeviciene
2008).

When it comes to form, shoppers prefer proportion and unity (Veryzer
1993), while there is some research to suggest that the most preferred
shape by shoppers is rectangles (Raghubir and Greenleaf 2006). This is
important if you are trying to design a product that breaks the category
code to capture attention.

An interesting side about package size is that shoppers are less respon-
sive to package size changes than to package price. A Nielsen study in
2007 concluded that “the demand elasticity with respect to package size is
approximately one-fourth of the magnitude of the demand elasticity with
respect to price” (Cakir and Balagtas n.d.).

When packaging shape is able to attract more attention than those
around it, it is also perceived as containing greater volume than same-

sized packs that receive less attention! (Folkes and Matta 2004)
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Because of this, understand both the consumer and the usage occa-
sion that the package will meet and make sure that your packaging is
appropriate.

In my experience, packages that are designed to call out the target
usage occasion stand the best chance of being chosen by shoppers who are

under time and cognitive pressures.

Shoppers Scan Three to Four Messages on the Front of the Pack
If Selecting It

Shoppers read three to four messages on the frong; these predominantly
follow the pattern of: branding—product descriptor—main visual—
primary claim. They start at the dominant visual element, which is often
the branding (though in developing markets where branding is less devel-
oped it might be the main visual) (Asher 2010; Asher 2011b; Asadollahi
and Givee 2011; Scott and Vincenzo 2009b).

Viewing time, if selected, is rarely longer than seven seconds (Scott
and Vincenzo 2009b), while less than 10 percent of shoppers turn pack-
aging around to view the back (Asher 2011b). The latter statistic is always
surprising given the increase in interest for nutritional information that
is often reported by academics and research houses (Vijaykumar et al.
2013). The gap between interest in nutritional information and actual
examination of the pack in-store is most likely driven by the fact that
59 percent of shoppers find the nutritional information confusing (Grant
2012). However, the recent trend bringing nutritional information to the
front of the pack may help in increasing awareness and understanding of
this kind of information (Asher 2011).

The net weight of the product is not typically something they scan
cither, instead they rely on the size of the pack and the picture on the
front for guidance (Lennard et al. 2001). When it comes to the picture,
shoppers believe that packages with a higher number of units in the main
visual, for example, 15 pretzels versus three, actually have a higher prod-
uct quantity inside (Madzharov and Block 2010). While when it comes

to size, there is research to suggest that shoppers purchase fewer of a taller,
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versus shorter pack with the same quantity. In a twist to this finding,
researchers also found that the shopper believed that bottles contained
less than a can with the same volume (Yang and Raghubir 2005).

Unfortunately, many of us fall into the trap of placing more infor-
mation on the front of the pack in the hope that it will win a shopper;
however, the reality is that as additional information is added it dilutes
the impact of the other elements (Young 2005).

Because of this, prioritize the front panel and the four key visual
elements; do not rely on the back panel.

The four key visual elements are the: brand, descriptor, main visual,
and key claim.

For viewing simplicity, it is also better to arrange the four elements so
that they can be seen in cascading order, in a single visual sweep that can
be completed within one second (which equates to three eye fixations)
(Steffens, Egner, and Scheier 2003).

It is my belief that in the future a fifth visual element will become
important also, and that is the sustainability message. Today, only
25 percent to 30 percent actually see the environmental message even if
they select the product, but this will change significantly (Asher 2011a).
Retailers like Tesco and Walmart are actively requesting that suppliers
put in place plans to reduce the layers of packaging, while manufactur-
ers are moving toward sustainability messaging like carbon foot printing
on labels or how recyclable it is (IGD 2011a). Shoppers are increasingly
looking for sustainability messages, and they would prefer them to be
consistent across retailers. Where a tie break between product preferences
exists, this issue may very well decide which product is selected.

Remember that claims will not compensate for unappealing packag-
ing design so the goal has to be to capture attention so that the shopper
will see your product and then scan toward your key claim.

Also, understand the visual equities and their meaning to the shopper.
Design should be grounded in an awareness of the key visual elements
and what the shopper associates with them. So, for example, if you have
a crown on the front of your product, understand what that crown stands

for and why it is useful for the shopper.
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The main visual will communicate information about the brand
equity positions and the sensory experience of consumption; as a resul, it
will influence the core brand beliefs and should be chosen very carefully
(Underwood and Burke 2001; Underwood and Klein 2002).

I have always had a preference for visuals that convey energy (e.g.,
rising steam) or movement (the crunch from flying cookie chips) and
increasingly neuroscience-based case studies are finding that these packs
have high emotional engagement with the shopper (Young 2011).

Images and their placement on the package can also be used to infer
the weight of the product. Our tendency to associate things on the ground
as heavy and things in the air as light, applies to pack images such that if
we see a cookie, for example, floating on the pack we may assume that it
is relatively light. We also associate products that are more to the right of
a pack to be heavier, while a package that shows a scenic vista will also be
inferred as heavier by the shopper (Kahn and Deng 2011).

However, the size of this visual is not necessarily as important; the
eyes can process pictures so quickly that size doesn’t matter says Michel
Wedel, professor of consumer science at the University of Maryland’s
Robert H. Smith School of Business (Glazer 2012).

If It Is a Sub-Brand Put the Claim in the Name

For sub-brands, a claim in a name is important. This will allow the shop-
per to more quickly navigate through the range. Good examples include:
Diet Coke, Benylin Dry Cough, or Miller Lite.

It is important to get the balance in size right between the parent
brand name and the sub-branding line. As a guide, the parent brand
should always help the shopper find the product and the sub-brand

assist with shopability and therefore choice across the range.

Shoppers Recall Packaging More Readily When Words Are on the
Right and Pictures Are on the Left

Research shows that we absorb visual information more readily from the
left side and verbal information from a right side. Under conditions of

rapid perception, for example, scanning packs while walking along the aisle
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in a supermarket, the positioning of the elements in a pack design make
the difference between identifying and missing the item concerned (Brewer
2000).

Because of this, words should be on right-hand side of packs, and
pictures should be on the left.

The Majority of Shoppers Who Touch Products Go On to Buy

In many of the shopper studies I have been involved with, the correlation
between touch at the main shelf and eventual purchase is very high. How-
ever, this correlation drops when the shopper touches products on display
away from the main shelf.

Because of this, try to find ways to invite the shopper to touch the
product.

An interesting execution of this idea came from Heineken in 2011
where they introduced the new touch can. Filip Wouters, vice president
of marketing for Heineken, said at the time that, “the innovative ink
technology creates a unique texture that is immediately noticeable and
creates a mote enjoyable drinking experience for our consumers through
the sense of touch. The new design stands out better on shelf, in the cold
box and on display” (BarBizMag 2011).

The Environment Around the Packaging: Lighting, Shelving, and
so on Influence How It Is Perceived

The atmosphere around the product, as discussed in Chapter 9, will also
influence purchase. This is particularly true for prestige products as the
atmospherics serve as informational cues (Morton 2004).
Because of this, understand the environment that your product
will be viewed in and compensate accordingly. Think about:
1. Lighting.
2. The fact that products are often turned around so that their label
is not facing the front.
3. The way that tertiary packaging can hide branding.
4. And the height from the ground the product is likely to be displayed
at.
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Shoppers look for a connection between the packaging and what is
inside
Humans have a subconscious desire for continuity and by linking the
product at hand with the place or ingredients or contributors from which
it is made, you help them connect whats outside with what’s inside (Block
1995; Winnett and Pohlmann 2011; Young 2004).

Because of this, try to find ways to bring the inside to the outside.

A great example of this is Domestos Sink & Pipe Unblocker 500 mL.
The packaging illustrates what the product does.

Despite the risks associated with packaging changes, it is something
that many companies still practice. The primary drivers of this decision

seem to be either:

A. To try and win a second glance from the shopper who de-selects and

does not regularly buy the product.

Figure 13.1 Domestos Sink & Pipe Unblocker

Source: Ocado: The online supermarket.
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B. Building equity against a new or under-performing dimension.

C. Reducing cost by downsizing.

To safeguard against packaging failure, I always use this scorecard to

evaluate the new design.

Packaging Scorecard

Who am I?: Catching the eye and expressing the brand equity

* If the objective is interruption: how strong is the packaging
contrast to the rest of the brand or category?

* If the objective is to help the shopper: how well does the
packaging help shop-ability?

* Regardless of the objective: how strong is the contrast to
identify the key visual element?

* Are the words to the right and the main visual to the left?

What am I?: Communicating the contents

* Do the four key visual elements flow in sequence on the front
panel? (branding, product descriptor, main visual, primary
claim)

e IfI turn around the pack, what is the most noticeable visual?
Is this what the shopper would be looking for?

e Ifit is multdlingual packaging, then is copy minimized
and one language prioritized? Are the languages grouped
together?

* Ifshelf ready packaging is being used, does it help increase
visibility or overcome a purchase barrier?

e Ifitis a sub-brand, then is the product claim in the
descriptor?

* Is the packaging casy for the shopper to take down from the
shelf and place in their basket?

Why am I right for you?: closing the sale

* s there a single, coherent claim on the front panel?
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* How unique is the primary claim relative to the rest of the
category?

e If the packaging provides a functional benefit, like handling,
storage, opening, re-closing, dispensing or improved sustain-
ability, then is this evident to the shopper without the need
for copy claims?

* If the packaging is for traditional stores, then are the seal
tamper proof and the best before date clear?

* Is the packaging maximized to provide GMROI for the

retailer?

Top Tips

* Understand the color and shape combination the shopper
uses to identify key products.

* Use the packaging scorecard in this chapter to gather a
selection of good and bad packaging examples from differ-
ent categories.

e Use the packaging scorecard in this chapter to both evalu-
ate your existing design and inform new design.

* Ensure that packaging design is co-created with shopper

and consumer marketing teams.



CHAPTER 14

The Key Points in This Chapter

¢ The energy for shopper marketing is maintained by capturing
learning. When this learning is captured together with retail
partners it creates a return force that generates momentum for

more ambitious targets, new activations, and execution.

Part A: Celebrating

The convention center was like a cavernous tribal council, with tables
of ten populated by the vast Shopmart supplier community. It was the
Annual Supplier of the Year awards, with all money raised going to the
state’s largest children’s hospital. That, and the promise of entertainment
from one of the country’s oldest and most enduring rock stars, had led to
what Amy described as “record attendance!”

The awards had a long and illustrious history. Started as a way to
reward better supply and service when Shopmart had only a small share
of the industry, they had grown in importance as their market share had
risen. The skeptics viewed them as a reward for increased investment, but
the more pragmatic saw them as a good benchmark on how your offer
compared within industry.

“We don’t just sell brands,” Reg liked to remind them. “We sell a
value bundle to the customer that includes distribution support, innova-
tion, trade marketing, equipment, and some of the best marketing in the
country.”

It was early in the evening and the chinking of knives and forks on
porcelain coupled with the unsteady din of conversation made it difficult
to talk with people more than two chairs apart. Jamie was on Simon’s left.

“Cheers,” he said raising his glass to Simon.

His son Rory had spent the first three months of his life connected

to a terrible array of tubes and cables in the same children’s hospital that
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tonight was supporting. There had been problems with his heart; valves
that didn’t function with the tempo and cadence that was expected. His
wife had been stoic throughout the ordeal, but Jamie was a tangle of emo-
tion at the best of times and had struggled.

“Come on you lot, money for raffle tickets please!” said Jamie as each
table had an allotment to sell and given Jamie’s connection to the hospital
he had nominated himself table captain.

As money was extracted from wallets, Murray shuffled onto the stage
to begin the official proceedings.

There were well over 20 awards to be presented throughout the eve-
ning; the name of each was printed on the reverse side of the table menu.
They were designed to cover all sizes of suppliers and categories, as well as
functions like supply chain, I'T; and of course the main one: commercial.
There was one grand prize, and that was the one Jamie thought they had
a chance at winning: The Supplier of the Year. He was alone in his opti-
mism though; they had only just rolled their planogram out to all stores,
while the coffee cart and fresh beans pilot had been extended to 20 stores.
They had just run their first shopper marketing campaign too—Energy
for the Home CEO—and while the results had been promising, data
wetre not yet available for a full analysis.

Murray was not the most dynamic speaker; he squirmed like a toddler
waiting for the toilet and was quite happy to have the general welcome
over and the night's MC replace him.

The awards got started; as there was no orchestra to cut off effusive
acceptance speeches, they dragged on well into dessert. In the quiet that
followed the applause after each prize, Reg was at his droll best, entertain-
ing them all with an easy socialness. The winter months had not been good
for sales; they were well behind last year’s level with little luck of closing
the gap in the months that remained. As performance had declined, Proj-
ect Java had grown in prominence; Reg was now using it with his seniors
as an example of what could be done to “grow the baseline in hard times.”
Simon was even asked to present the plan to the regional president.

“No promises,” said Reg when talking to him about the opportunity;
“but we're thinking about increasing our focus on shopper marketing,”

empbhasizing the phrase to indicate that he now accepted it as a function
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separate from trade marketing, “so do a good job, as you don’t know
where this could lead.”

When dessert had been cleared away, the Shopmart CEO Roger Dar-
ley appeared on stage with the MC. A storied veteran who had started his
journey to the top from the shop floor, he was well liked and respected as
a businessman of high ethics and community values. When towns were
flooded or wild fires rampant, he would often be seen in the background
distributing food and blankets, and then later when the situation was
stable he would lead the efforts to raise money to re-build. In the era of
rock-star CEOs, he was a reminder of the gentler and more humble style
of leadership.

As he spoke, Jamie tightened the knot on his tie and brushed the
breadcrumbs from his jacket in anticipation of being called to the stage
to receive the Supplier of the Year award. When the name was called
though it was not theirs, it was a dairy supplier from the far south of the
country. They all clapped as an ebullient team of mixed gender and age
from the table to their right hugged and high-fived their way to the stage.
The Shopmart CEO explained that they had won for their innovation in
packaging, supply chain efficiency, and focus on category development
in-store.

When the acceptance speech was finished and the obligatory pho-
tos taken, the MC appeared to close the formal part of the evening and
announce the imminent performance of the band, “it’s going to get loud!”
she warned with a screech.

“That might be my cue to retire to the back-bar,” announced Reg. “I
can see a few other old commercial travelers scattered around who might
like to commiserate over a few drinks.” He said it with a cheeky smile
though.

Before he could leave though, Murray arrived at their table with Amy.

“Having fun?” asked Amy. Jamie smiled through his disappointment
and rose to greet her.

“Just wanted to tell you that we didn’t consider you this year,” said
Murray shaking hands with Reg and nodding to the others at the table.

“We thought so” said Reg.

“Right now we have promising signs but not a full roll out.”
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“But keep it up,” he said looking at Simon and Jamie, “and you'll be
right in it next year.”

“Thanks,” they both said.

Murray leaned closer to speak to Reg and so Amy moved toward
Jamie to ask after Rory. Jamie updated her using the word “my son,” and
for Simon it was both a wonderful and heart-breaking sound.

Simon’s phone beeped and he looked down to find a text from his
wife, “?222”

“Not this year.” he tapped back.

“And thanks for the updated packaging,” said Amy turning to Simon.
“It looks so much better!”

“Im glad you like it; took a lot of work to get approval on that one
believe it or not. Getting people to think from the shopper back, takes
time.”

Amy smiled, “well, at least we're on our way now.”

“Yeah, you're right,” he said with a tired smile.

Part B: RACER!

The R at the end of RACER! stands for the recommendation on what
to roll out. The Big Beverage Company and Shopmart have made some
decisions regarding this, but are testing further in other areas before
proceeding.

The exclamation point at the end RACER! though is perhaps the
most important; it is where you announce the learning and the journey
you have undertaken together to senior management of both companies
so that everyone knows progress is being made.

The energy that this creates should return you to the A step, where
you align again on an objective for expanded trials. This loop is import-
ant as it entrenches the learning and creates a growth platform with the
retailer that is distinct from price promotions and trading terms growth.
To this end, IGD in Europe recently found that 79 percent of retailers
are looking to suppliers to develop greater capability in turning shopper
insight into activation, whereas over half of retailers are looking for sup-
pliers to develop bespoke shopper programs for each of their store formats
(Walters 2013).
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The Energy from Learning

The energy for shopper marketing is maintained by capturing learning.
When this learning is captured together with your retail partners, it cre-
ates a return force that generates momentum for more ambitious targets,

new activations, and execution.

=

(7

4. And learning
Capture learning and
results to provide new
insight and energy.

Business is a race to learn faster than your competition not simply the
race to market as it was in the 1990s and 2000s when the range in grocery
stores expanded exponentially. This race requires learning to be curated
from markets and geographies beyond the ones you work within as well.

This learning then needs to be captured and made available for others
to build upon. The most effective way I have found of doing this is to cre-
ate a path to purchase guidelines. These guidelines are physical or digital
collections of insights, learnings, and execution standards gathered over
time from multiple locations.

Taking the time to capture these examples and learnings is also a way
to ensure investment in finance and other resource is maximized. The
consumer marketing community has been very good at this for many

years, and now it is the time for shopper marketing to do this as well.

The Final Word

Shopper marketing is indeed something that can be used as a coalescing

force for retailers and manufacturers, but it is also something that can
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be undertaken without retailer involvement and as a guiding principle,
rather than new activity, for customer and trade marketing teams. It is
way of working that helps improve the effectiveness of materials that are
placed in front of the shoppers who ultimately dictate the success of all
organizations.

Shopper marketing is the next evolution of trade marketing, and this
reinvention is already well underway across the world. The retail space
has been a medium strong enough to build brand equity for a long time
now, but only in recent times have retailers moved beyond single generic
strategies for their categories and become interested in the shopper as a
source of competitive advantage. This has created the oxygen for shopper
marketing to grow.

It is both an art and a science and becoming a popular area for job
growth. I just searched for the term “shopper” in the job section on
LinkedIn.com and returned 8,960 jobs (whereas there were 24,761 jobs
listed under the search term “trade marketing”). Whether or not this
number grows over time will be influenced by the performance of the
people doing this job today! My hope is that this small book in some way
will help shopper marketers everywhere, and (because I love meeting a
KPI) the number of people practicing shopper marketing will steadily

grow over time.
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Activation ideas
agency partners, 153-154
Big Beverage Company, 157
cartoon drawings, 153
coffee carts, 155
coffee category, 156-157
coffee culture, 152
Coffee Drops, 154
creation process, 157, 158
creative thinking, 155
facilitator, 151-152
Home Café, 156
Hothouse, 152
insight, 154-155
path to purchase, 153, 157
Retail Theater (see Retail Theater)
Shopmart, 152
Shopper marketing model, 157
strategies and goals, 153

All commodity volume (ACV) ratio,

74

Bottom-up attention, 49, 50

Category-based conversion
opportunities, 74
Category vision
coffee market, 22, 23
company vision, 22
growth opportunities (see Growth
opportunities)
objectives, 22
sales and marketing, 25
team work, 21-22
Celebration
Annual Supplier of the Year, 227
awards and rewards, 227-228
children’s hospital fund, 227-228
convention center, 227
official proceedings, 228

Celebrities versus products
merchandising, 54, 56
Pepsi, 54
photos, 55-56
visual system, 56

Coffee category, purchase model
choosing, 90
Google, 91
navigation, 90
purchasing, 90
scanning, 90
visibility, 89

Color and shape recognition
Coca Cola, 217
examples, 216
eye tracking tests, 217
sales effects, 216-217
shop-ability, 218
Visibility, 218

Consumer-based need, 100

Dependency need, 99
Digital ecosystem, 179
Digital product choosing
decision making, 189-190
Lego’s digital box, 190
mirrors, 190
QR codes, 191
retailer apps, 191
social media, 190
Digital shopper marketing
coffee cart ideas, 173
creative agency, 173
digital conversations, 174-175
e-shopper (see E-shopper)
idea execution, 174—176
Shopmart, 173
Starbucks app, 174
Digital theater in-store
benefits, 186
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entering, 186-187

mission, 186

navigation, 187-188

product choosing (see Digital
product choosing)

purchasing decision, 191-192

scanning, 188-189

E-shopper

abandoned shopping carts,
184-185

choosing, 182-183

customer’s favorites, 183

digital technology, 177

digital theater in-store (see Digital
theater in-store)

execution ideas, 185-186

hotspots, 180

loyalty cards, 179

mission, 177-178

navigation, 180

online purchasing, 176-177

payment, 183-184

personalization, 178-179

scanning (see Scanning, e-shopper)

shipping, 184

Time Magazine, 176

trust, 179-180

website or application, 178

For-tonight mission, 101
Four-way model, 76-77
Free shipping, 184

Google, 177
Growth marketing, unlocking of
Big Beverage Company, 14
vs. consumers, 17
definition, 15
illustration, 15
P&G brand impact, 16
profit and loss statement, 16
retailers and manufactures, 16
Growth opportunities
beverage consumption, 23
body wash category, 31
consumer and shopper insight,

30-31

consumer behavior, 23
consumer/customer change, 32, 33
effectiveness, 27

examples, 26

focus areas, 28—29

four-way model, 29-30

Kellogg’s, 30

market review, 28

piecing process, 24

retailer, 23-24

segmentation, 27, 28

shopper change, 32, 33

shopper marketing model, 25-26
stakeholder change, 31-32
SWOT analysis, 27

trends, 26

Wynd-Up opportunity, 29

Houschold penetration model, 75-76

Inspiration

category, 137-138

coffee roast and ground beans, 137
coffee segments, 137

diner-led marketing, 136

hot beverages aisle, 138

in-store research, 136

menus, 135-136

path to purchase, 139

Joint project customer management

brand management, 12-13

coffee market, 12-13

consumers, 11-12

market research, 14

ownership, 14

packaging, 12

pricing, 13

promotions and margins, 13
RACER model (see RACER model)
Shopmart, 11-12

Joint value creation

Big Beverage Company, 6-7
growth in profit, 5

growth in revenue, 5
high-level strategies, 5
improved efficiency, 5
Kantar Retail, 8-9



manufacturer segmentation, 7—8
Shopmart, 6-7

Kicks, 187

Main shop mission, 101
Messages, packaging
branding, 220
images, 222
main visual, 222
nutritional information, 220
size, 220-221
sustainability, 221
visual elements, 221
“More” behavior. See Shopper’s

behavior
Near-field communication, 183

Observing shoppers
behavior, 91
choosing, 92
entry, 92
mission, 91-92
navigation, 92
purchasing, 92-93
scanning, 92
utilitarian and hedonic products,
91
Occasion-based need, 99
Organization strategy
Big Beverage Company, 2
category growth plan, 3-4
change management, 5
coffee market refurbishment, 3
commercial agenda, 4
customer orders, 1
market share, 2
product portfolio, 3
promotions, 2
Shopmart, 2
Outlet data conversion opportunity,
71-72
Outside outlet, 63—64

Packaging
color and shape recognition (see
Color and shape recognition)
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continuity desire, 224-225
design, 215

elements, 218-219
environment, 223
importance, 216

messages (see Messages, packaging)
objectives, 215-216

product form, 219-220
scorecard, 225-226
sub-brands, 222

touch, 223

visual and verbal information,

222-223

Packaging scorecard, 225-226
Panel data conversion opportunity

four-way model, 76-77

household penetration model,
75-76

PITA model, 77-78

sources, 74-75

Path to purchase

coffee category (see Coffee category,
purchase model)

decision making, 88

definition, 86

framework, 89

The Hartman Group, 88

importance, 90-91

model, 89

notes, 92-93

observing shoppers (see Observing
shoppers)

steps, 88—89

Perfect store

80/20 effort rule, 87

displays, 86-87

National Conference, 85

objective, 85

path to purchase (see Path to
purchase)

POSM, 87

retail stores, 88

shop-alongs with shoppers, 93

PITA model, 77-78
Planned and unplanned decisions

household repertoires, 104

IGD industry association, 103-104
POPAI report, 103

purchase classification, 105
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schematics, 105
Point-of-sale material (POSM)
bottom-up attention, 49, 50
brand logo, 60

brand name, 36

cartons and pallets, 36
celebrities versus products, 54-56
coffee culture, 38—40

color, 51

designing, 51

design layout, 60-61
display, 36-37, 38

end cap display, 35

generic barriers, 61-62
gondola, 38-39

heuristics, 39

images, 53—54

marketing, 37

outside outlet, 63—64

price, 58-59

processing fluency, 49, 50
shape, 52

Shopmart, 35

shoppers’ attention, 4849
target scorecard, 64-65

text (see Text, POSM)
top-down attention, 49, 50
touch points, 63-64

POSM. See Point-of-sale material

(POSM)

Pricing

anchoring, 198-199
behavior, 200

benefits, 196

Big Beverage Company, 193, 195
bundle promotions, 204
coffee costs, 193—-194

colors, 201

endings and beginnings, 200
font size, 201

framing, 199-200

free versus discount, 203—-204
inflation, 193

knowledge, 196-197

lower middle class, 194—195
market position, 195
messages, 202-203
premiums, 204

profits, 194
promotional, 198
promotional sales, 194
promotional strategy (see
Promotional strategy)
purchase decision making, 195
recall, 197-198
regular strategy, 208-209
retailer leaflets, 202
sale signs, 203
space between, 201
unit, 201
value, 196
Processing fuency, 49, 50
Product-based need, 100
Product selection
alternatives, 110
categorization, 111
color and shape, 109
nonphysical attributes, 111-112
pricing, 112
purchase repertoire, 109-110
specific brand or planned product,
109-110
Promotional price strategy
elasticity, 205-206
marketing, 204-205
profits, 205
stockpiling, 206
Promotional pricing, 198
Promotional strategy
creation, 206-207
in-store execution, 208
pricing (see Promotional price
strategy)

QR codes, 191

RACER
business race, 231
energy from learning, 231
guidelines, 231
job growth, 232
retailer and supplier, 230
trade marketing, 231-232
RACER model
alignment, 19-20
creation, 19-20



definition, 17
execution, 19-20
illustration, 18
recommendation, 19-20
review, 19-20
tasks and tips, 19-20
Real world execution
cafe coffee, 214-215
coffee aisle, 212
general management, 213-214
interruption marketing, 212
packaging, 214 (sec also Packaging)
product samples, 214
shopping center, 211
store performance, 213-214
Regular price strategy, 208-209
Retailers and suppliers

benchmark, 97-98

explanations and recommendations,

95-96

K&K team, 95-97

meeting room, 96-97

project management, 98

segments, 96

Shopmart, 97-98

Retailer’s product range

balance strategy, 127

category coverage, 128-129

checklist, 132

creation, 130, 132

objective, 127-128

performance assessment, 129-130,
131

performance indicators, 126

purpose, 126

Tesco annual report, 126-127

Retail Theater

approach and avoidance behaviors,
159

cleanliness or toilets, 165

coffee costs, 158

color schemes, 161-162

crowding, 168-169

decoration variables, 167

emotional effect, 159

employee characteristics, 167-168

employee uniforms, 168

entrances, 160-161
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exterior display windows, 160
external variables, 160

general interior variables, 161
human variables, 167

layout and design variables, 165
lighting, 162

music, 163—-164

plates and glasses, 167

pleasure and arousal behaviors, 159
point-of-purchase displays, 167
racks and cases, 165—-166

retail atmosphere, 158

scents, 164—165

temperature, 165

template, 170-171

valuable asset, 160

variable classification, 159
waiting areas, 166-167

Scan data conversion opportunity

all commodity volume (ACV) ratio,
74

benchmark, 73-74
Big Beverage Company, 73-74
category-based, 74
coffee category, 73-74
retailers, 72

Scanning, e-shopper
browsing, 181
categorization, 180-181
demonstration, 181
product photography, 181
product review, 181-182
product specification, 182
product viewing functionality, 181
research review, 182
Twitter, 182

Segmentation data conversion

opportunity

benchmark, 80-82
Big Beverage Company, 80-81
coffee category, 80-81
retailers, 78
skincare category, 79
Wal-Mart, 79

Servicescapes, 168

Shopkick, 187

Shopper behavior
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choosing (see Product selection)
decision tree 1, 108—109
decision tree 2, 112-113
lists, 105—-106
navigation, 106-107
needs, 99—100
path to purchase model, 114
planned vs unplanned decisions
(see Planned and unplanned
decisions)
recognition, 100
retailer product assortment,
113-114
scanning, 107-108
shopper marketing model, 99
shopping mission, 100-102
store entrances, 102—-103
thought process, 99
Shopper conversion opportunity
category vision, 6970
Grande Blend funnel, 67
marketing model, 70
numbers and pictures, 69
objectives, 69
outlet data, 71-72
panel data (see Panel data
conversion opportunity)
retailers, 68—69
scan data (see Scan data conversion
opportunity)
schematics, 71
segmentation data (see
Segmentation data conversion
opportunity)
Shopmart, 67-68
shopper funnel data, 82-83
Shopper funnel data conversion
opportunity, 82-83
Shopper insights
baby care, 47-48
consumer and shopper, 45-46
definition, 40
emotional and functional attitudes,
46
feminine hygiene, 48
flu vaccinations, 47
gathering methods, 46
information, 44—45

Johnson & Johnson, 45
men shoppers, 44-45
potential embarrassment, 44
statements of hidden truth (see
Statements of hidden truth)
target audience positive response,
43
Shopper-led category management
checklist, 132
definition, 119
eight-step process, 119
grocery shopping, 117-118
growth opportunities, 118
merchandising objectives, 120
planogram, 118
product movement change, 119
product placement strategies, 121,
122-123
profits, 120
retailer and supplier, 119-120
retailer’s product range (see
Retailer’s product range)
sales and profits, 119-120
segments, 121
shelf display and location, 117, 120
sight zone, 124, 126
space and profit, 121, 124, 125
strategy, 118-119
Shopper marketing model, 70
growth opportunities, 25-26
Shopper missions
for-tonight, 101
main shop, 101
motivations, 100
specific needs, 102
top-up, 101
Shopper’s behavior
barriers, 148—149
goals, 149
RACER, 147
SMART, 149
strategies, 148
summarization, 148
Social media, 190
Specific need mission, 102
Statements of hidden truth
basket transactions, 42
definition, 40—41



importance, 42

information, 41

men shoppers, 41

potential embarrassment, 42-43

Strategic suppliers, 8

Strategies and actions

art supplies (Karolefski 2007), 141

barriers, 148—149

beauty (Bordier 2011), 141-142

canned soup (Heller 2006),
146-147

chewing gum (TNS 2010), 147

lottery tickets (Frade 2009),
143-144

McDonalds restaurants (TNS
2010), 142-143

more behavior (see Shopper’s
behavior)

needs, 140

over-the-counter medicines,

144-146
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shopper needs, insight into, 140
sifting process, 139-140
SMART goals, 149

Tactical suppliers, 8
Target audience positive response, 43
Target scorecard, 64-65
Text, POSM

Coke, 57

examples, 58

imagery, 57

messaging, 57

perceptual fluency, 58

verbal sales, 56
Top-down attention, 49, 50
Top-up mission, 101
Touch points, 63-64
Transactional suppliers, 8

Walgreens app, 179
Wynd-Up opportunity, 29
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