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LEAD marketing conference

status report: RETAIL 3.0



Historically, power within the supply chain resided with the brand manufacturers: 
higher margins supported greater skill sets, marketing expertise, national 
advertising, and consumer reach. Retail shelves were simply viewed as real estate 
for distribution.

During the past decade, power has shifted to retailers—driven by consolidation 
(fewer, bigger retail companies) and the accumulation of shopper data (e.g., through 
loyalty programs). Larger retailers leveraged size to develop sophisticated marketing 
capabilities and private label programs.

The industry is at the beginning of the next power shift, this time to the individual 
shopper. Enabled by technology, driven by an understanding of shopper value—at 
both retail and brand levels—, this shift will have profound impact on marketing, 
supply chain activities, operations, and organizational structure for retailers and 
consumer goods manufacturers.

Power shift within the retail industry

RETAIL 1.0

RETAIL 2.0

RETAIL 3.0
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Retail 3.0—The next generation retail industry ecosystem 
driven by relevant marketing to the individual shopper, 
supported by realtime marketing and supply chain synergies, and 
built on the foundation of  shopper-identified transaction data.
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the Retail 3.0 ecosystem:
relevant, connected, transparent, realtime

digital communication channels 
(web, email, mobile, kiosks)

shopper identification to 
transactions 
(not just loyalty cards)

promotion delivery 
systems tied to POS

next-generation 
promotion targeting 
engines

solutions to reduce store-
level out of stocks & 
distribution voids

in-store marketing 
effectiveness

promotion 
collaboration 
platform

shopper-based reporting 
& analytics

in-store marketing 
solutions

realtime view into promotion 
effectiveness
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3.0: personalization

• CVS ExtraCare coupon center

• Relevant coupons driven by past purchasing 
behavior

• Significant customer participation

© 2010 Center for Advancing Retail & Technology. All rights reserved.



3.0: personalization
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3.0: personalization

• Personalized vending machines

• Camera captures image, sensor 
determines gender and age; makes 
drink recommendations
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3.0: investing in technology

1 BUSINESS TECHNOLOGY
2 MAY 4, 2010

J.C. Penney Spends to Get Ahead on Mobile 
Shoppers, Other Trends, Other Trends

• Investing in tech to speed 
supply chain

• deliver targeted promotions

• tying online to in-store
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Manufacturers fight back

• Brand manufacturers are leveraging technology to claw back some of 
the gains realized by retailers in the last several years

• Developing direct-to-consumer websites and loyalty initiatives 
designed to strengthen direct relationship with consumer

Historically, power within the supply chain resided with the brand manufacturers: 
higher margins supported greater skill sets, marketing expertise, national 
advertising, and consumer reach. Retail shelves were simply viewed as real estate 
for distribution.

During the past decade, power has shifted to retailers—driven by consolidation 
(fewer, bigger retail companies) and the accumulation of shopper data (e.g., through 
loyalty programs). Larger retailers leveraged size to develop sophisticated marketing 
capabilities and private label programs.

RETAIL 1.0

RETAIL 2.0
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Manufacturers fight back

Campbell’s Soup Scan Sweepstakes is  the first sweepstakes to use the Stickybits mobile 
application for Android and iPhone. With the Stickybits mobile application, users can 
scan any barcode and attach photos and video content. 

A person’s Stickybits activities can be shared across Facebook, Twitter and Foursquare.

People enter the sweepstakes by using the free application to scan UPC codes from 
labels of redesigned Campbell’s Condensed soup cans and sharing their impressions of 
the new designs by adding a photo, which is then posted on the Campbell’s Condensed 
soup Facebook page.

"By encouraging shoppers to seek out and interact with our iconic brand we hope
to make them feel even more connected to the Campbell`s brand," said Jennifer
Gordon, Director - Global Advertising and Design, Campbell Soup Company.
- Reuters / Aug. 10, 2010
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Manufacturers fight back

• Brand loyalty programs

• Register online

• Earn points by purchasing products, and 
entering product codes online

• Use points for rewards

• Brand goals:

• improved understanding of customer 
value

• drive brand loyalty

• build direct relationships
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Manufacturers fight back

• Learning lab for e-commerce 
innovation

• Different product selection / packages 
than on other sites selling P&G 
products

• Historically, online sales account for 
less than 1% of annual revenue; goal is 
to increase to between 1% to 10%

The eStore’s main function is to act as a “living learning lab” for developing e-commerce 
innovation to win with shoppers. Shopper insights will continue to be a strong influence in 
the eStore’s ongoing development to help deliver tools, features and expertise that are great 
for consumers and also create value and sales for PFSweb, P&G and P&G’s retail partners.

 - P&G press release
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3.0: realtime supply chain

Through the Merlin module, retailers “can get all of the 
information they need from us,” said Keeley. For example, 
retailers can log on to find out where their delivery truck is in 
real time, tapping into a GPS tracking system. Bozzuto's 
customer service department — which receives calls from 
retailers inquiring about the status of deliveries — has access 
to the same information. The system tracks whether deliveries 
are on time and provides that data to Bozzuto's, helping the 
wholesaler to improve its on-time rate.  - Supermarket News

Overall, SCORE represents a single source of real-time business data for all of its users, including Bozzuto's 
employees — everyone “from the CEO to the yard jockey,” said John Keeley, the wholesaler's vice president of 
business information technologies. “Everyone's looking at the same sheet of music, and we're all communicating a lot 
better, which enhances efficiencies.” - Supermarket News

• Single source realtime data for all users

• Retail customers able to track delivery trucks 
in realtime via GPS tracking system
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3.0: growth of digital everything 

• Both retailers and brand marketers leveraging various consumer facing solutions

• many of them mobile-based

• App explosion

• Apps driven by third-parties / apps created by retailers

500,000,000 
users

100,000,000+ 
users
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3.0 activity: Foursquare

• Location driven social network

• link to Facebook and Twitter accounts

• locate friends nearby

• see recommendations for nearby businesses / things to do

• earn rewards by checking in
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3.0 activity: Groupon

• Daily deal

• One deal per day per city / market

• Deal only active if enough people 
buy it

Groupon's $11 million Gap day: 
A business winner or loser?

440,000 shoppers bought deal
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3.0 activity: ScanLife

Bluefly Launches Mobile Barcode 
Technology in Television Commercials 
Scanbuy Technology Provides Users 
with Additional Content and Coupons 
with the Click of a Camera Phone

A screenshot One of Bluefly’s “Closet Confessions” commercials, featuring Bethenny Frankel of “The Real Housewives of New York 
City,” with scannable information about things for sale on Bluefly.

• Barcodes come to television

• Use mobile phone camera to take 
picture of barcode; links to website with 
content, coupons, etc.
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“Technology does not drive change - 
it enables change.”

- technology forecaster Paul Saffo

• Too many retailers are pursuing a multitude of channels to the shopper - Facebook, 
Twitter, Foursquare, Groupon, assorted apps, and many more each day - without a 
comprehensive understanding and strategy of where they want to go.

• Technology for technology’s sake
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Loyalty marketing in retail began in the early 1990s, subsequently exploding 
across many channels later in the decade. Early focus was on “best 
customers”; the relative handful of customers who provide a majority of 
revenue and profits. 

Loyalty evolution

LOYALTY 1.0

LOYALTY 2.0

LOYALTY 3.0

As larger retailers began gathering vast quantities of data the understanding 
and use of customer information became more sophisticated; advanced 
companies establishing customer segments and working to bring product 
category management and customer category management together.

The next evolution in loyalty is upon us: true personalization on a massive 
scale, enabled by technology and driven by increased understanding of 
customer lifetime value. Customer loyalty will be earned by those merchants 
who can provide the right offer to the right customer at the right time in the 
right place.

© 2010 Center for Advancing Retail & Technology. All rights reserved.



Customer data: mission critical

customer
transaction

data

email

social
network

online

• Many retailers are leveraging new 
digital capabilities to connect with 
customers

• But those retailers without 
customer identified transaction 
data will be unable to close the 
loop...

• Customer-identified transaction 
data is becoming mission critical

• Without it retailers cannot target 
relevant promotions to shoppers 
based on purchasing history

• And, without the data, retailers 
will be challenged to understand 
customer value - or the value they 
are providing each customer
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Loyalty 3.0: need for customer understanding

• Continue to see a lack of understanding of customer marketing economics in retail

• Retailer acceptance of more valuable customers subsidizing deal-seeking customers

customer base marketing investment

“high-value 
shoppers”

$$$

$$$$

$

$$$

$

marketing investment

traditional retail 
economics

Customer-Intelligent 
economics
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The customer lifecycle

new customers existing / active customers declining customers lapsed customers

the 
chasm

customer inventory

customer scorecard

• customer inventory
• customer profitability
• rolling customer retention
• shopping activity by segment
• department and category penetration

• Many retailers - even those with customer data - fail to create and manage to customer 
scorecards
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The world of Retail 3.0 demands customer understanding 

and consideration of the changes to established business 

practices and organization it will bring with it.
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about CART

• CART based at Green Hills; high volume supermarket in Syracuse, NY

• loyalty program in place for nearly 18 years

• high level of customer identified transaction data

• household > individual > sku level data

• well-established personalized marketing capabilities

• Over a dozen innovative technology solutions in place

• Partnerships with leading Universities

• several research projects underway

• Stanford University - loyalty research

• Cornell University - customer shopping experience

• Northwestern Kellogg School - checkout efficiency, product information / 
research, in-store dwell times
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In-store: the new battleground

• In-store marketing - fueled by increasing Shopper Marketing budgets - continues to grow

• Challenge: measuring the effectiveness of in-store activity

• CART brings unique capabilities to in-store  

• Video analytics and metrics: 

• ability to measure traffic flow, aisle conversions, dwell time, purchase conversion

• used to evaluate promotion and display effectiveness

• Measurement of product and customer activity by hour by day by week

• Product and customer metrics

• Focus group and survey capabilities

• ability to pre-segment shoppers based on given criteria

• Web portal access to data providing unparalleled drill-down capability

© 2010 Center for Advancing Retail & Technology. All rights reserved.



Case study: display effectiveness

Display 1 Display 3

Display 2 Display 4

• Test effectiveness of off-shelf display

• Compare activity to on-shelf during prior periods
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Case study: display effectiveness

Average customer  
walked by 1.8 times 

SHOPPERS 
# of Customers that  

engaged with the product  

VISIBILITY 
# Customers that  

walked by a display  

CONVERSION 
% walking by that  

purchase the product 

# of shoppers  
increased 340% 

Product Exposure 
Increased 498% 

DWELL TIME 
Amount time shoppers  
spent with the product 

30% higher at the displays  
compared to the shelf 

Product Conversion  
Increased 51% 

% of total store customers that 
purchased increased 665%  

SALES 
Sales for  

the product 
Brand Sales Increased 804% Brand Sales as % of Total  

Candy Increased 2,488% 
8.1% had been buying  

other candy brands 
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Case study: special display

• Test category: cereal

• Pre-test metrics:

• Store traffic: 46,390

• 21% go to the cereal aisle

• for an average of 23 seconds

• 47% purchase brand
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Case study: special display

Methodology:  
!  Analyze impact of the 

showcase on: 
•  Aisle Traffic   
•  Engagement / Dwell 
•  Conversion to Sales 
•  SKU level conversion 
•  Sales by Shopper/household 

!  Base vs Test Period 

Shopper Benefit: 
!  “Whole Grain Goodness” 

          A healthy choice 
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Case study: special display

Brand Conversion  
Increased 8% 

Shoppers stopping 
increased 180% 

# of shoppers engaging with  
the Brand increased 200% 

Aisle traffic as % of 
 store traffic increased 15% 

Higher increase 
than any previous promotion 

AISLE TRAFFIC  
# Customers that walk  

through the aisle 

CONVERSION  
% of shoppers walking by  
that purchase the product 

DWELL TIME 
Amount time shoppers  
spent with the product 

Dwell Time  
Decreased 23% 

SALES  
Sales for 

the product 
Brand Sales Increased 17% Brand sales as % of Category  

sales increased 20.2% 
11.2% of Brand buyers had  
been buying other brands 
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• A mobile delivery platform allowing marketers to select a region on a 
map and link ads, offers, coupons, or other content to that region

• When user enters the region, the content appears on the user’s mobile

• When user enters store, platform can locate shopper within the store to 
within a 4’ zone, enabling location-based targeting within a store 
environment

• Time and location based mobile marketing that transitions from 
neighborhood to in-store

© 2010 Hawkins Strategic LLC. All rights reserved.

Time & location based marketing
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Understanding in (near) realtime

• In the past, it could take hours or even days for large retailers to analyze data and 
produce reporting

• Time lag and expense led to standardized reports

• Ad hoc inquiries very challenging

• In the world of Retail 3.0, realtime supply chain visibility and realtime marketing drive 
the need for “realtime understanding”

• A new generation of technologies supports ad hoc inquiries against massive databases 
returning results in seconds

• Resulting capability speeds decision making process while providing deeper and faster 
insights
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customer
transaction

data

email

social
network

online

Retail 3.0: looking forward

• Continued growth of relevant marketing

• right offer, right customer, right time, right place

• relevant marketing drives sales, trips, and margin

• Customer identified transaction data is becoming mission critical

• necessary for personalized, relevant marketing

LOYALTY 3.0

Customer loyalty will be earned by those 
merchants who can provide the most relevant, 
personalized shopping experience.
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Retail 3.0: looking forward

• Mass promotion, price-based competition gives way to competition driven by 
customer understanding and knowledge of customer value

• Internally: Do you understand your customers as well as your competitor?   
Do you understand your customer economics

• Externally: Does your marketing reflect that understanding?

• “Your competitor knows what I like, why don’t you?”
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Retail 3.0: looking forward

• A new front will open in retail battles: optimizing in-store activity

• ability to measure in-store activity creates opportunity to manage

• facilitated by in-store location based targeted marketing

• all in realtime

• Store level execution increasingly important 

• increasing need for realtime task management
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The Development of national broadcast television in the 1940s facilitated the growth of national brand consumer goods as 

manufacturers leveraged the new medium to reach broad swaths  of the population efficiently and effectively. For decades 

subsequent to that event, consumer goods manufacturers held sway in the industry using their significant revenue and profit 

margins  to fund consumer research, direct-to-consumer promotion, and national advertising. These same companies helped 

turn marketing into a science. Retail shelves were seen simply as real estate to be leased or 

purchased to facilitate distribution of the valuable national brands. Power within the supply chain 

clearly resided with the manufacturers. Retail 1.0.

It was in the mid 1990s that two significant trends reached a tipping point and began to converge. 

The first was consolidation in the Fast Moving Consumer Goods (FMCG) retail channels,  in part 

caused by the growth of Walmart and its entry into such new channels as  food retailing. The net result 

was fewer, bigger, retailers—significant market share held by a relative handful of companies.  These 

larger retail  firms leveraged their size and buying power into a more forceful position when dealing with 

the consumer goods manufacturers. In addition, these retailers used their newfound size to adopt 

some of the same sophisticated marketing skills formerly the province of the national brands while 

also funding development of strategic private label programs. Such events began the shift of power in 

the supply chain to the retailers and away from the manufacturers.

But it was a second significant trend occurring simultaneously and ultimately converging with the first 

that more clearly marked the end of an era: the development and rapid growth of loyalty programs 

within many retail channels.
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3.0

Retail 3.0
noun | 1  the next-generation retail industry ecosystem driven by: relevant 

marketing to the individual shopper; realtime marketing and supply chain 

synergies; built on the foundation of  shopper-identified transaction data.
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A Growing Divide is emerging in the retail industry, a divide between two classes of retailers: those that are customer aware, 

and those that are not. By customer aware we mean those retailers that have some capability to regularly, consistently, and 

accurately identify shoppers to their transactions. 

For too long customer data has been synonymous with loyalty marketing, but this is a misconception. One must separate the 

means of identifying the shopper to the transaction from whatever marketing initiatives  may be 

enabled by that capability. A loyalty card is simply a way to barcode the shopper, enabling the 

shopper to be scanned and made part of the transaction record just as  any product is. While loyalty 

cards—with their attendant marketing programs—have been the most prevalent way to identify 

shoppers, other means of doing so are at hand. Biometrics, RFID cards and tags, mobile phones with 

near field communication capability, smart cards and others are all proving to be capable shopper 

identifiers. These new tools, when combined with digital communication channels,  open the door to 

true individualized retail consumer marketing, a quantum leap beyond loyalty marketing.

In the preface to this series we looked at previous power shifts that have occurred in the retail 

industry: from FMCG manufacturers being the locus of power within the supply chain—Retail 1.0—to 

that locus shifting to retailers, driven by consolidation and the accumulation of shopper data—Retail 

2.0.  Retail 3.0 posits the next shift of industry power to the individual shopper, driven by competition 

and understanding of shopper value and enabled by technology. Shopper-identified transaction data 

is  the foundation for this next industry movement. Without it retailers will be at a significant 

disadvantage.

Shopper Data
Those retailers without means to consistently identify shoppers to their 

transactions will become increasingly disadvantaged, regularly 

underperforming their peers and penalized in the financial markets.
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Paper 1:

Marketing
Communications
CEOs should demand regular measurement of  their company’s total 
marketing cost per realized shopper, a powerful new metric available to 
companies in the Retail 3.0 ecosystem.
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The Retail 3.0 Paradox: Historically, as marketers increased the specificity of direct marketing 

initiatives, from mass to segments to individuals, production and communication costs increased. It 

was very costly to create a direct mail piece containing targeted promotions and mail to individual 

shoppers—higher costs reduced the business gain—perpetuating the role of mass marketing. In the 

world of Retail 3.0, this historical paradigm is upended. Digital communications reduce costs to near 

zero;  combined with the ability to deliver relevant, personalized content, this new paradigm creates 

enormous gain for 3.0 Retailers—and penalizes those retailers unable to follow.

The retail environment has become evermore complex; no area better showcases this  than marketing 

communications. Marketing in the world of Retail 3.0 has seen a quantum shift of exponential 

increases across multiple dimensions. And, to keep it even more interesting, this  complexity set in an 

environment operating at hyper-speed.

No longer is the customer a nameless, faceless  construct bombarded by product-focused messaging 

delivered over mass  media channels. Today’s marketer has the ability to communicate to: a mass 

audience; an audience segment driven by demographics, lifestyles, health or wellness  concerns; a 

shopper household; even to the individual shopper.
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Paper 2:
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