SURVEY ANALYSIS
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Favorites

urvey responders had a hard time reaching

consensus on a retail favorite. Is that

because there is so much choice or so much
disappointment?

Perhaps the results suggest that national chains
are rarely anyone’s favorite, except when there’s no
alternative national, regional, local or online. Or does
it suggest that national chains still have a long way
to go in meeting the higher-level needs and desires of
customers? The answer is yes and no.

The problem may lie with the term “favorite.”

To be a favorite usually means there’s passion and
emotion involved. Passion and emotion are often
missing at retail where it’s usually about fulfilling
the four basic needs of shoppers: price, convenience,
consistency and expectations.

Retailers need more
than fun-and-cool stores
to win shopper favor.

At its most basic, retail has to be priced right—
that doesn’t necessarily mean the lowest price, just
relative to the competitive set and brand positioning.
It has to be convenient: location, location, location.

It has to be consistent: merchandise has to perform
the same way all the time—at Safeway that might
mean low out-of-stocks, while at H&M it means new
merchandise on every visit. It has to meet expectations:
checkout has to be swift, maneuvering in the aisles
easy, customer service friendly and available.

In another recent survey, this one on consumer
ratings of loyalty by Colloquy in their Retail Loyalty
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Index, Walmart pretty much won on every measure
in just about every region of the country and in just
about every category in which they compete (which is
just about everything).

Coming out of a recession, where getting the lowest
price was a singular need for many people, it’s not
surprising that Walmart had the highest index. But
would Walmart be anyone’s “favorite?” Maybe — but
only for the segment of shoppers that always considers
getting the lowest price to be their only need.

But “favorite” for most shoppers would likely
require that the retailer not only meet the four basic
needs but also create some magic, something that
elicits passion and emotion that goes beyond the basic
and into the category of “favorite.”

There are two ways to do that: through personal
recognition or by creating a retail experience that is
fun-and-cool.

The verbatim comments from the survey respondents
pretty easily identified the real favorites, and not
surprisingly, they are both national and local. The
national favorites reach the higher levels of passion
and emotion through design, and commitment to a
unique mission, part of which is to be fun-and-cool.

Fun-and-cool is the goal for many national retail
brands, as noted by Ivy Ross, an executive vice
president of Gap in an Ad Age article after deploying
a new iPad application in Gap stores: “Ms. Ross said
the brand won’t have download figures for another
month, but she’s happy with the initial reaction from
consumers, many of whom are declaring Gap ‘cool
again,” she said.”

Apple, Whole Foods, Nike, Starbucks, Trader
Joe’s, LuLu Lemon and H&M are fun-and-cool places
to shop. These retailers believe that design is critical
to being fun-and-cool and their brand doesn’t waver
from their mission statement. To their target segment
customers, they are overwhelming favorites.



But it is precisely their unique mission and
positioning that has created a point of differentiation;
they will never be a consensus favorite because they
do not interest shoppers who would select Walmart as
their favorite solely on price.

On the other hand, the favorites that were local
were favorites for delivering customer relationship
management, or CRM — personal recognition and
service in addition to a local brand of fun-and-cool.
The magic was in knowing the shopper as a member
of the local community. These were typically local
coffee shops, hardware stores, general stores, sporting
goods and grocery stores.

They could all be characterized by this type of
survey respondent statement: “[My favorite coffee
shop] creates an intentional community — not just
where a barista knows your pour— but where the
counter person acts as a hub for local gossip and news
dissemination.” These shops do Facebook and Twitter
the old-fashioned way.

Personal recognition and a higher level of
customer service come naturally to many local
retailers —it’s in the culture, as the staff is in tune
with the local community, and the scope of the
business lends itself to service. But even at the local
level it’s hard to know who the best customers are
and which regular shoppers create profit.

For example, most local hardware retailers think
they know who their best customers are. After all,
they’ll say, these customers are in the store every day
and they see who visits every week. That is, until the
retailers have data from their loyalty program and
find out that they didn’t know who eight of their top
ten customers were.

It’s interesting that most of the national retailers
that are fun-and-cool are, for the most part, not invested
in CRM. With the exception of Starbucks, which has
a weak, half-hearted loyalty program, none of the
aforementioned fun-and-cool retailers believes they
need customer-specific data. They believe that their
singular design and unique mission already segments
their shoppers from those who shop Walmart.

They are, of course, mistaken. Just like every
other business, whether national grocery or local
hardware, they don’t know the difference between
the customers who account for 50 percent of the profit
in the business for years of lifetime value versus the
customers who shop at their store only once. And to
a certain extent, they don’t care. For now, they can

get away without CRM, because their unique brand
positioning provides leverage most other retailers
don’t have. But that will change.

The rest of the national retailers that are rarely
anyone’s favorite are beginning to see the value of
using CRM to create the passion and emotion. It starts
with monetizing the data.

Kroger has begun to see the benefit of its
investment in CRM by monetizing its data with its
vendors. Manufacturers are paying to get real-time
information on store- and shelf-level activity to better
understand inventory needs and reduce out-of-stocks.
This increases everyone’s revenue and makes for
happier customers.

In addition, Kroger is investing in one-to-one
marketing, serving up individual offers based on
customer behavior. Others throughout retail are doing
the same thing. The challenge is the next step.

Giving customers offers that are more relevant
and customized based on their behavior will
make the entire marketing process more efficient,
resulting in higher returns-on-investment. Involving
manufacturers will improve manufacturer marketing
and lead to more efficient product assortment mix and
product development.

The hard part is using the data to create knowledge
about the customer that can be integrated at the store
level to create magic through personal recognition
and service.

The power of Kroger’s efforts, combined with
Walmart’s relentless efficiency in pricing and
inventory management, puts tremendous pressure
on every other large, medium, and small retailer —
whether national, regional, local or online.

It has been over twenty years since Ukrops
launched the first loyalty program in 1987. As has
been said about retail, it can take twenty years for a
new idea to become accepted as a standard way of
doing business. It will be hard for any retailer to be
successful without either CRM or fun-and-cool. M
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