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The purpose of this document is to bring together
learning on how shoppers shop online dand
specifically for grocery and household products.




1. Introduct ion

KeyWayand its people have been involved
with a number of internal and ex ternal
programmes designed to understand how
shoppers shop online. This has been
instrumental in the way we design, evolve
and implement the platform , and how we
build promotional programmes.

Our methodology has been to understand and
benchmark off-line behaviour in the bricks
and mortar world, compare this with  on-line
behaviour and thereby understand the
similarities and the differences among
specific shopper segments.

2. A Snap Shot Picture

- e-shopping is a fundamentally different
experience from off -line shopping. This
affects shopper behaviours and purchase
patterns.

- the shopper journey is critically different
on-line than off -line and there is a different
relationship be tween the shopper and the
retailer.

- on-line grocery shopping is more functional
than off -line shopping.

- e-retail grocery shoppers tend to do more of
their full s h o p -@ine bub continue to use

off -line shopping for other shopper missions.
Howevertheon-l i ne shfopldl i s
than the off -line &ull shop.6

- as the on-line shopping mission is

di ff

impulse purchase dthis throws up challenges
when wanting to increase basket -size both in
terms of value and the number of unique
products.

- purchase decisions are significantly more
likely to be predetermined, in part because
6favouritesd are a
on-line journey. There is less willingness to
try new brands on line or to switch, cross -
trade or be up-sold.
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- grocery e-retail favours market -leaders; it
favours habitual purchases.

- e-retail shoppers are more loyal to a single
retailer than they are in the bricks and

mortar world. In the UK off -line shoppers on
average shop at 2.7 grocery retailers; in e -
retail it is 1.3. However, on -line and off -line
loyalty is different: on -line loyalty is
currently driven by absence of negatives and
lack of retailer choice than off -line where
loyalty is a more considered choice.

- purchasing visitors spend on average
between 20-30 minutes on a site and will visit
between 25-50+ pages dependent on the
number of unique items they buy.

- Loyalty varies significantly; one large
grocery retailer only has 15% of shoppers
returning in 2009; another has 65%+.

- 63%0f spend but 23% of customers are the
&uirrefit fatios for one big on -line retailer.

- General learning can be useful but
behaviours vary significantly by shopper
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3. Fundamentals of Successful Retailing

Understand the fundamentals of successful retailing and you quickly r eal i se t hat these

complex. It is their consistent and flawless implementation that is challenging .

Whether it is on- or off -line r etailers want to build both total profitable s ales and like -for-like
saes. To achieve this, the ir two core strategies are:

e Increase the number of stores and total floor -space to drive traffic
e Increase customer loyalty and increase spend per customer

Having an on-line presence is only another way to increase the number of sto res and broaden the
geographical footprint.

Thesetwo strategies feed three customer objectives:

e Increase the total number of customers visiting the retailer
e Ilncrease a customerds visit frequency
e Increase the size of their basket

Even the strategies to exe cute these fundamentals are relatively straightforward.

e Right products (range) at the right price (including promotional activity)

o Perfect availability of essential SKUs

e Delivering against critical shopper needse.g.

- Make it easy to find 6myd product s
- Minimise queue and check-out time and other stress hot -spots

- Make it easy for customers to pick up bargains

- Inspire customers to buy outside their everyday repertoire

In terms of e-retailing, these fundamentals are the same and the performance of an e -retailer is
defined by their ability to implement them.  Easy? Well recently we were working with a n e-retailer
who had previously increased the total number of on-line visitors by 55% but at the same time had
achieved a year-on-year sales decline of 33%.
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4. How Shoppers Shop
4.1 Shopping Missions
Off-inecust omers dondt shop in a homogenous way. They [sh

In the UK, dunnhumby has identified 7 core missionsthat account for over 90% of shopping value
and then a series of less important but nonetheless still distinctive behaviours.

Core Missions

Full Shop

Top Up

Eat Tonight Convenience
Eat Tonight Non-Convenience
Eat Now

Immediate

Non-Food Visit

Outer Missions

Partial Shops

Treat

Social

Expert/Specialist

Special Occasion
Opportunistic

Browsing

Planned Big Ticket

All | have time for

All'l can get
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Full shops account for 63% of total sales
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Fig 1: UK Off-line Shopper Missions by sales contribution . Source: dunnhumby 2005

Ontline grocery shopping missions:

the predominant shopping mission is the Full Shop but with a sig nificantly bigger basket -
size than off -line. The most extreme example in the UK is where the average basket size in -
store is £7.50 and the on-line basket size is £54 (a 300+ store, non-food but household
products.) (Source: Retailer X 2009.) However for a major grocery retailer (and more
typically) the ratio is in the region of £52 off -line and £94 on-line. (Source: Retailer Y,
2008)

- The second shopper mission online is &special occasiondwhen that shop is being driven by
an event such as a party, a celeb ration or a barbeque.

- Third is Eat Tonight (non -convenience)

- Fourth is a full -shop but bought on behalf of an elderly relative or a student son or
daughter.

Sales

m Full Shop
m Special

= Eat Tonight

m Relative




4.2 What Do Shoppers Need

Research hasconsistently shown that whether on - or off -line there are four key shopper needs that
need to be fulfilled to ensure that a return  visit is made:

i Put a daily shot
of fruit & veg ‘
. in your trolley e
(Rt

-

Dolmio
Organic

cooking sauce

6

Fig2:Hel p Me Chose, Tell me about New, Whatds on Offepgr

What shopperods want from shopping. Sour ce: Egg Resgar

Whether it & on-line or off -line, shopper needs are the same and have to be addressed:

- Help Me Chose by ensuring that the customer gets to the right aisle and shelf and can find the
products she wants. Shoppers are focussed; they are there for a purpose and whilst browsing can
take place the over -riding need is to be able to buy what is required. As a consequence, a retailer
needs to ensure that as a fundamental that navigation is clear, simple and perfect.

- Tell me about new brands and products . Shoppers want to feel that they know what is available
and when new brands appear. (Whether they buy is another matter.)

-What ds on Offer and e-pssgtedtbbs | i.dhsasthighdymbtigatiregio g b
for all shoppers, and emotionallyund er pi ns t he sense of being a O0smar i

- Inspire Me to make purchases outside of my everyday essentials. Grocery shopping is mundane and
weekly menus are repetitive. Inspiration cues can inject enthusiasm into the shop.

Below, we have illustrated how these needs are translated on to a retailer 0 s-retil site.
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Health & Beauty

Diet & Health Products
Vitamins & Supplements
Family Planning

Eve Care

First Ald

Medicnes

Giving Up Smoking
Toietries

Mens Tolketries

Beauty & Skincare
Tights

Hairdryers & Stylers

Complementary medicines

& Toddler

Relax and Unwind

Looking Good

G
For Summer @, < 60

} First Aid - Care For Yourself And Your Family
} Special Offers - Health & Beauty Specizl Offers

) Suncare - See Our Great Offers

lSpecial (013770 See All Offers | Buy 1 get 1 free
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SAVE £1.00 Was £3.57 llow Any 2 for £7.50
HEAD & SHOULDERS product free
SHAMPOO OR CONDITIONER  HERBAL ESSENCES SHAMPOO
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product free
RIGHT GUARD APD 250ML

fad T'm looking for
Enter produc

Shapping Basket:
Home

Book a delivery slot
Startan order to a new address

( View full basket

‘Guide price: £0.00

About the guide price

This excludes savings from multsave offers.
Dor't worry, they'l be taken off your final bil
from your driver.

Don't forget, you can collect Clubcard Foints
Justlike you would in-store.,
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The Tesco example obeys the rules of being simple, clear and delivering ag ainst customer needs. As
this is the entry page for Health & Beauty it focuses on naviagtion and offers, with a hint of

inspiration but no new products - as currently, the key need from shoppersi s

to know whato

offer. It matches shopper volcubulary, i tis focused. There is no extraneous content.




4.3 The Shopper Journey
Shopping is a journey that begins before the shoppe r leaves home or turns on the desk -top.

Our starting point was how do shoppers shop in the bricks and mortar world and wha t are the
differences and similarities on -line?

We use aquantitative and qualitative technique called the Oscillator to understand the emotional
highs and lows of the shopping trip. An example is below dand whilst there are many common
elements across all retailers the differences are what give a retailer a competitive edge ; and
retailers that strive to remove or dilute the negatives are generally more successful.

Overleaf is a schematic example (Figl) f or a mai nstream shoppind mother
followed by a more detailed explanation. In one sense, the scheme is slightly misleading in that for
many shoppersit is a never ending cycle rather than a linear activity with a start and a finish.

Fig 3: The Emotional Ups and Downs of the Shopper Jour ney. (Source: KeyWay and A
Pomegranate 2006 )

2. Shopping at the Supermarket

CERTIFIED

1. At Home Planning the Trip (feels positive as th

- know household preferences (e.g. what her family will and not eat)

- ensure she has the staples (constantly available in the household)

- introduce change (add variety to the family consumption by adding new or different products)
- influence (introduce new ideas dhealthier, value)




- budget (how much can the family afford including the use of any coupons)
- pre-plan (through reading magazines and general exposure to advertising)

2. The Trip to the Store (negative emotions begin to increase)

- convenient or inconvenient (time of day/other chores like picking up the children)
- decides who goes (just Mum or everyone)

3. Arriving (anxious)

- is a parking space available?

- how close is it to the entrance?

- should | take a basket or trolley &and which trolley (or cart)?
- where are the trolleys?

- do | have a coin?

- kids' behaviour errati ¢

4. The Shop (fluctuations)

-price versus quality

- where to start shopping

-gKIGQa 2y 2FFSNI YR GKS &SINOK F2NJ I al @gay3
- is my stuff available

-gKSNBQa Al 3A2yS

-0KS fle2dziQa OKFy3aISR

-am | being sensible and smart

-is that what | paid last wde

-do I really need that

-g K2 Qa & f exttalitddnito thetioligy?




