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E-Commerce At Eddie Bauer: 1996

Thriving Stores
Thriving Catalog
$1,000,000 Annual E-Commerce Volume

Derision from Marketing Leadership ... “Did you get six or seven orders
today? Six? You missed forecast by 14%, let’s try to do better.”
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2001: The Worst Advice We Ever Got

The multichannel Average annual dollars spent per customer by channel (apparel example)
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Customers who buy from two merchandise categories are more
valuable than customers who buy from one category.

Customers who buy using two payment types are more valuable than
customers who buy using one payment type.

Customers who buy during two seasons are more valuable than
customers buying from just one season.

Customers who buy from two stores are more valuable than customers
buying from just one store.

Customers who buy from multiple price point ranges are more
valuable than customers buying from one price point range.



Then We Botched Our Matchback Logic

Mail / Holdout Test Results

Mail Phone
Mailed Segment 50.25 51.50
Holdout Segment S0.00 50.30
Lift S0.25 51.20

Matchback Demand per Book =
True Lift / Demand per Book =

Overstatement Factor
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Online

$1.50
S0.75
S0.75

$3.25
$2.20

47.7%

Total
$3.25
51.05
$2.20




Overstated Demand = Overmailing Customers

Demand

Net Sales
Gross Margin
Less Ad Cost
Less Ship Exp.
Variable Profit

Mailing Decisions

Matchback Results Mail/Holdout Results

52.50
$2.18
51.31
50.75
50.22
50.34

52.00
51.74
51.04
50.75
50.17
50.12

51.69
$1.47
50.88
50.75
50.15

($0.01)

$1.35
$1.18
$0.71
$0.75
$0.12
($0.16)
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We chose multichannel tactics over earned business growth.
We chose co-ops over list organizations.

We chose to use the website as an order form and not as a demand
generation channel.

We chose to listen to vendors, researchers, trade journalists, and
consultants, when we should have listened to our customers and our
merchandise assortment.

We chose to market to our core customer base when we should have
chosen to grow via customer acquisition.



Catalog Age Becomes Multichannel Merchant.

Walter Karl, Edith Roman, Rubin Response, Millard, Mokrynski-Direct,
American Church Lists, Jami, Direct Media all folded into infoGroup /
InfoUSA — the utter collapse of an industry — and the beginning of a
dramatic brain drain in the catalog industry.

The final Catalog Conference was held in New Orleans in 2009.

Co-Ops dominate prospecting efforts for catalogers, at a time when
online marketers learned how to use online marketing to acquire
customers. The reliance on co-ops results in an acceleration of a
customer demographic feedback look, a feedback loop that greatly
spills over into customer merchandise preferences.



Our choices locked us into a feedback
loop.

Our lust for inexpensive co-op names led
to young modelers with no “boots-on-
the-ground” catalog experience
determining who our future customers
would be.

Our matchbacks caused us to over-invest
in circulation. Circulation was dictated by
co-ops. Co-ops over-select 55+
customers.



Catalogers are now locked-in to the
feedback loop.

The “best practices” and “pro tips” that
promised success in 2005 led to major
problems in 2015. We chose a path —
now we have to deal with the
consequences.

Countless “multi-channel” and current
day “omnichannel” businesses failed
after adhering to industry-leading
advice.



The Experts Are Wrong ... Often ...
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“Coldwater Creek is an example of company that has benefited greatly from going
public. The women’s apparel retailer blossomed from S116 million in sales in 1996 to
S1.1 billion in 2006. Interestingly enough, much of Coldwater Creek’s growth can be
attributed to the capital it raised through its IPO and its decision to move to become a
multichannel merchant.

. The company experienced a

33% increase in internet net sales in fiscal 2006.

, Coldwater Creek has
launched several successful marketing campaigns to bolster internet
sales.

. Coldwater Creek’s
transformation demonstrates one company’s successful IPO and willingness to adjust
to an evolving market,

V4

http://www.tullyandholland.com/t-h-publications-page/items/changing-times-for-direct-marketers.html



“Coldwater Creek’s bankruptcy is not a harbinger of anything, nor is it a one-off. There
are more reasons for a specialty retailer to fail than there are to succeed:
, poor locations, weather,
and, of course, . Coldwater Creek is just another victim of
what was once a successful business model that management didn’t move fast enough
to change. That story will repeat itself several more times in the months and years

ahead.”

http://247wallst.com/retail/2014/04/12/coldwater-creek-bankruptcy-is-not-a-canary-
in-the-coal-mine/

Turns out that the experts were not right about Coldwater Creek. The very dynamics
that seemed to guarantee success sunk the business.


http://247wallst.com/retail/2014/04/12/coldwater-creek-bankruptcy-is-not-a-canary-in-the-coal-mine/
http://247wallst.com/retail/2014/04/12/coldwater-creek-bankruptcy-is-not-a-canary-in-the-coal-mine/

Orchard Brands
Blockbuster
Oriental Trading Company
Coldwater Creek
Delia’s

Bombay Co.

The Sharper Image
Red Envelope
Harry and David
Burpee Holding Co.
Foster & Gallagher
Borders

Circuit City

G.l. Joes

Loehmann’s
Linens’ n Things
Mervyns

Alco Stores
Love Culture
Ashley Stewart
Brookstone
Dots LLC
Gottschalks
Deb Shops
Silver Jeans
Betsey Johnson
Filene’s Basement



Multichannel Failed Many, Many Companies,

Not Delivering Riches.
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“We are essentially recycling the same 10,000,000 customers who
purchase from catalogers 0-3 every three months. These customers are
generally age 55 and older, and they prefer to purchase over the
telephone or via online catalog matchback. That’s what we do.”

“I run a nine figure business. That’s a big business. | asked my primary
co-op to calculate the percentage of names they gave me that
purchased from my product category in the past year. It was 45%. How
is that possible? And when | queried my co-op about the low
percentage, they told me they were finding names that had affinity to
my product line. Some affinity. | spend more than a million dollars with
them, and lose S.”
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We Earned An Aging Customer Base

574

56

534

Average Age of the 12 Month Buyer

52+

S

50

1 | 1 | 1 L 1 | | 1 1 1 | l 1 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Year

Kevin Hillstrom, President, MineThatData
http://blog.minethatdata.com 19
kevinh@minethatdata.com



Print-Based Customers Are Disconnected

B United_States

50.0- B Catalog_Branc

40.0-

‘the age of 4
In my projects, it is
rare to find a print-
based business with
more than 10% of the
customer base under
the age of 45.

20.04

Percentage of the Population

10.0—

Think strategically
about what this
Kevin Hillstrom, President, MineThatData
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Judy Stayed With Us: She Is “Multichannel”

=

Classic Baby Boomer, Raised On Catalogs.

Loves to thumb through the catalog, then E
is equally likely to shop via phone, or .
online. e

75% of her demand is print driven.

She is among the 10,000,000 customers \ ‘2
the co-ops send to us.

—
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Jennifer:
Current Age = 46 Years Old.
Gen-X / Amazon shopper.

Presented her persona at Spring NEMOA
2012, heard numerous audible groans
from the audience (i.e. the audience did
not like this shopper).

40%-ish of demand is print driven,
measured via mail/holdout tests. Jennifer
makes attribution vendors SSSSSSS.

. B BB B e
e




Awareness via Social Media.
Social Media leads to Paid Search, SEO.

Paid Search, SEO leads to Affiliates, Discount Seeking, and a Purchase
via Desktop / Laptop.

Purchase yields and E-Mail Address.
E-Mail Address leads to Site Visits. Site Visits generated via Tablets.

Tablets lead to Mobile / Apps, Mobile / Apps are where Loyalty is
finally realized.



Jasmine:

Current Age = 30 Years Old.
Millenial / Mobile / Social shopper.
< 5% of catalog customer file,
usually < 1%. Customer has no

interest in catalog merchandise
designed for Mom/Dad.

20% to 25% of demand is catalog
driven, when measured via mail /
holdout tests.



IS a generational shift

Digital Is Reaching The New Generation
Top Five Media Me ntions Amon g all Adults, 2013
Aged 75+
Aged 65-74
Aged 45-54 _ ® Read Newspapers/Maga
Aged 35-44 ® Listen To The Radio
Aged 25-34 ®Go Online On A Compute

Laptop/Netbook/Tablet

Aged 16-24 ®Use A Smartphone

Total



Demographics Impact How We Present
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An Example? Here’s Footsmart

Shoes

R8¢ FootSmart

EXPERT RELIEF FOR FEET, LEGS, KNEES & BACK

Women's Shoes
Women's Boots
Men's Shoes

Occupationa Shoes
Shppers
Shoe Ads | Accessanes

Socks & Hosiery

Women's Socks
Woment's Hosery

Men's Socks

Foot Health

Foot Supports / Insoles
Heet Pan / Paantar Fascis
Bumors / Toes

Coens 7 Calluses

Foot Odor { Hygene
Sensfive Feet | Diabetes
Skin Care /! Nat Care

Lower Body Health

Ankie ! Kree / Leg

1 |800) 075308

Home | Cataop Regues! | Onine Catalog

Emal Sgn-Up

My Account

! Shopping Cart (0 fers )

[Enter heywied o nem =

Women's Shoes Men's Shoes Slippers Foot Health Lower Body Health Socks Hoslery Shop by Brand MJW

Free Shipping on Orders $59+ Enter Code in Shopping Cart: ShipNow3  Details >

Shoe Finder
Make your feet WMore than 3,500 styles
meny [°— o=
Cm Size -
Croslite™technology
— Width S
Brand =

Go»

Shop by Ailment L4

Find Your Ailment -
We have your widths covered:
Natrow > Medium > Wide Wide > Extra Extra Wide >
soffspols Hello, bunion refief
PllowTop'™ memoary Find expendy-selected
foam footbods 10 products 10 help with
CUsiion your steps pain caused by bunions
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Compare FootSmart to Zappos

pe Order before tpm PST for FREE 2 Business Day Shipping on all ordery’ . LEABN MOGE

24/ 7 Customer Service (800) 9277671 Ielp ..’ Live Help Log In or Register My Accoumt My Favoriten

| Ioliday &
3% ‘ Gift Guide | FAST & FREE ¥
Zapprr-f 3| o . ‘ ! SO0 WOW = ! [y canr ]

SEARCH BY) Siw, Nortow Shoes, W deShiog,. Fpular Soache

SWOrs CLOTHING BACS & HANDDAGS AT WOME BEAUTY ACCESSORIES SHoP ey, WOMIN 'S MIN'S Kios' ALLDEPARTMENTS -

ALPHABRI TICAL BRAND INOEX . A & D ¢ ¥ ’ " | . | M N

patagonia _
sy i & Columbia

Sneakers & Athletic Shoes to keep you warm,

SHOP WOMEN'S

Clothing

G5
SHOR.MEW.» by SHOP NOW w
SHOP MEN'S

SHOP KIDS'

s Clothing

Boys' Clothirng
Shoes

Bovs” Shoes

SHOP GIFT CARDS
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Compare FootSmart to Shoemint

REE SHIPPING & RETURNS

SHOEMINT

MY SHOWROOM WHAT'S NEW SHOES BEST SELLERS BRANDS MINTSIDER SALE

WELCOME TO YOUR SHOWROOM

N

Discover effortless style and exclusive designs
Designer quality
Premium materials

Easy risk-free returns
Incredible value

FREE SHIPPING. FREE RETURNS. EVERY DAY.

YOUR TOP RECOMMENDATIONS

- o W

SOL SANA KROSS SANDAL SOL SANA KROSS SANDAL SOL SANA AVALON SOL SANA AVALON
$84 95 $84 95 SANDAL SANDAL

More Colors Avalable More Colors Available eRG ok

a9
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Key FootSmart Themes:
* Foot Health, Body Health, Ailments, Bunion Relief.
* Free Shipping on Orders > $59.

Key Zappos Themes:
* Fashion, Brands, Gender/Kids

* Free Two Day Business Shipping, All Orders, Free Returns.

Key Shoemint Theme:
e Personalization — It’s About You.

Pretend you are age 25-45. Which message resonates?

Demographics, Messaging, Merchandise all interact, don’t they?



Geography Increasingly Dictates The Audience

/
....... Lake Ontarier

rods
B il

o : . & -éﬁ’ ’ 7.
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Nine year ago, 38% of survey respondents
thought it would be hard to give up the internet.
Last year, that percentage was 53%.

Conversely — nine years ago, 44% of survey
respondents thought it would be hard to give up
television. Today, that percentage is 35%. And
land-line phone dropped from 48% to 28%.

What does this have to do with catalogs? The
numbers are driven by demographic cohorts ...

. These
numbers are also impacting catalog growth in
2015.

Americans More Attached to Internet,
Cellphones

INTERNET
53%

38

35%

LANDLINE
TELEPHONE
28%

PEW RESEARCH CENTER



On pace to hit one trillion dollars ($1,000,000,000,000) in annual sales
in the next 5-10 years. Current annual net sales are the same as the
sum of 1,000 catalogers with annual sales of $100 000,000. Let that
one sink in!

Amazon did not use catalogs.

Amazon did not leverage retail.

Amazon focused on merchandise assortment, price, customer service,
devices.

Could have generated a profit, but folded profits back into the
business instead.



An Actual Graph From Amazon

(Source. Amazon)
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A Graph From A Print-Centric Business

Recent Co-Op
Names From
Matchbacks

Matchbacks Catalog
Show Marketing,

Catalogs Online

Work Support

Merchandise
Loved By 62
Year Olds

Read Catalog,
Buy Online
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Jeremiah Owyang v @jowyang
Just ordered Chromecast via Google Shopping Express, it's nearly 10 am. It
says it'll be delivered today. Fast.

| keep hearing companies under $500,000,000 describing how they are
going to “compete” against Amazon, or Google, or eBay, or any
number of large companies.

It’s over. They won. And that is ok.

There are different battles to win. It’s time to go win those battles.


https://twitter.com/jowyang

The current generation of online businesses continue to cut off the
customer acquisition opportunities of traditional catalogers (and

increasingly, many retailers).

- - -
4o

v
f
.

—

3‘\




“Jasmine has been trained to love Facebook, Twitter, Verizon, Apple,
Amazon, Samsung, and Google.

Judy was trained to love the USPS, Postcards, and Catalogs.

How do we, as classic direct marketers, train Jasmine to love

postcards, catalogs, and print? How do we train Jasmine to love what
we’ve loved for decades?”



Demographic Cliff Hurts Customer Acquisition

Customer File Trajectory - Same Reactivation / Newbie Trends

End of End of End of End of End of End of

2012 2013 2014 2015 2016 2017

12 Month Buyers, Start of Year 106,583 110,454 109,050 104,916 100,229 95,488
Repurchase Rate 38.3% 38.8% 38.5% 38.5% 38.5% 38.5%
Active Buyers 40,821 42856 41,984 40,393 38,588 36,763
Reactivated Buyers 32,695 30,733 28,889 27,156 25,527 23,995
New Buyers 36,938 35,460 34,042 32,680 31,373 30,118
12 Month Buyers, End of Year 110,454 109,050 104,916 100,229 95,488 90,876
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Plugging The Holes = Tepid Or No Growth

Customer File Trajectory - Stop The Losses

12 Month Buyers, Start of Year
Repurchase Rate

Active Buyers

Reactivated Buyers

New Buyers

12 Month Buyers, End of Year

End of
2012
106,583
38.3%
40,821
32,695
36,938
110,454

End of

2013
110,454
38.8%
42,856
30,733
35,460
109,050

End of
2014
109,050
38.5%
41,984
28,889
34,042
104,916
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End of
2015
104,916
38.5%
40,393
28,889
34,042
103,324

End of
2016
103,324
38.5%
39,780
28,889
34,042
102,711

End of
2017
102,711
38.5%
39,544
28,889
34,042
102,475
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E-Commerce Is Starting To Hit A Wall, Too

too few
“outreach” tools
that are
meaningful.

New names are
the lifeblood of e-
commerce models,
when new names
evaporate, trouble
emerges.

Annual Repurchase Rate

8254
800+

775+
750 =

2 3 4
Order / Life Cycle Progression

Business
Model

Catalog
E-Commerce
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Remember how catalogers made choices, and those choices resulted
in an older customer now disconnected from the mainstream of
commerce?

E-Commerce businesses spent 15 years making “conversion choices”.
These choices are also detrimental to e-commerce.

A lust for “optimizing conversion” results in all sorts of crazy tactics
that do not increase annual purchase frequency or annual repurchase
rates.

Example:
. Why demand a conversion

today?



In my projects, retail comps are experiencing tepid growth, for three
reasons.

= Merchandising problems post-Great-Recession
(significant). Can easily be fixed.

= Movement of retail customers from in-store buying to
online buying (very minor). Will not be fixed, sum of $ is constant.

= Not enough new+reactivated customers setting foot in
stores (significant). We’ve trained prospects to not visit stores/malls,
and as a consequence, we’ve cut ourselves off from 10% - 50% of the
new prospects available to us.



We all know the importance of a healthy customer file. Similarly, it is
very, very important to have a healthy merchandise assortment.

After the Great Recession, too many of us created self-inflicted
wounds by cutting back on the number of new items, starving the
customer file of good merchandise.

Common Issue:
* 2010 = $9.4 million from new items, $15.4 million from existing.
* 2011 = $8.7 million from new items, $16.6 million from existing.
* 2012 = $8.5 million from new items, $15.9 million from existing.
* 2013 = $7.7 million from new items, $16.3 million from existing.
* 2014 = $6.9 million from new items, $16.6 million from existing.



We spent 15 years teaching retail shoppers

— asking them to instead sit at home and click. It’s working!
Run the query yourself. This is one of the factors that is causing retail
comp store sales to struggle — why drive to a store when you can sit

and click? Omnichannel!!

Share Of Sales Via In-Store Retail

Five Year Trend

2010 2015
0 to 5 Miles From a Store 94.8% 04.8%
6 to 10 Miles From a Store 91.6% 85.9%
11 to 25 Miles From a Store 88.3% 82.4%
26 to 50 Miles From a Store 72.7% 64.3%
51 to 99 Miles From a Store 49.3% 38.7%
100+ Miles From a Store 15.9% 11.4%



Choices In Retail: Clicks Hurt In-Store Newbies

New + Reactivated In-Store Buyers

14vys. 13 13ws. 12 12vs. 11 2014 2013 2012 2011
January -2.6% 2.0% 3.0% 5,975 6,134 6,014 5,839
February -6.9% -3.5% -1.0% 2,273 2,442 2,530 2,556
March -6.2% -4.7% -2.0% 2,679 2,856 2,997 3,058
April -6.2% -5.3% -1.5% 2,810 2,995 3,163 3,211
May -11.7% -6.1% -2.7% 2,695 3,052 3,250 3,340
June -14.1% -7.5% -1.8% 2,401 2,795 3,022 3,077
July -16.6% -8.3% -0.7% 1,772 2,125 2,318 2,334
August -14.2% -8.7% -1.6% 1,754 2,045 2,240 2,276
September -14.1% -11.1% -0.8% 2,221 2,586 2,909 2,932
October -15.3% -11.5% -2.6% 3,475 4,102 4,635 4,759
November -14.1% -2.7% 0.4% 8,021 0,338 9,597 9,559
December 11.7% 6.8% 7.3% 11,593 10,379 9,718 9,057
Totals -6.3% -2.9% 0.8% 47,670 50,849 52,392 51,998
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What does “omnichannel” buy the recognized omnichannel leader?
Generally flat retail comps.
E-commerce growth.

The closing of 14 stores in 2015, stores that generate $130,000,000 in
annual net sales. If omnichannel worked, why would stores be closing.

READ THE ANNUAL REPORTS AND QUARTERLY REPORTS OF LEADING
RETAILERS ... THEY ARE TELLING US THAT OMNICHANNEL TACTICS LEAD
TO UNDERPERFORMING STORES THAT WILL BE CLOSED. My estimates
suggest that 30% of retail locations will close in the near future.



Retail’s Omnichannel Future

Omnichannel Evolution: A Market With Two Stores

Store #1

Store #2

Total Retail

Total E-Commerce
Total Net Sales
Earnings Before Taxes

2010

$1,500,000
$1,200,000
$2,700,000
$2,000,000
$4,700,000

$835,000

Kevin Hillstrom, President, MineThatData
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2015

$1,875,000

$960,000
$2,835,000
$3,000,000
$5,835,000
$1,137,750

2020
$2,394,000
SO
$2,394,000
$3,394,000
$5,788,000
$1,435,400
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40% to 50% of all catalog pages mailed in 2007 are not mailed in 2015.
This didn’t happen because of “the economy”. This happened because
e-commerce rendered those pages inefficient.

My forecast — 30% of all major retail mall-based store locations will
close over the next ten years, as in-store sales are digitized.

There will be retail winners — especially those businesses that cater to
younger customers.

Otherwise ... RETAIL 2015 = CATALOGING 2005.



Catalogers chose co-ops, print-to-website customer engagement,
leading to older customers, leading to an evolution of merchandise
catering to an older customer, leading to a feedback loop.

E-Commerce businesses chose “optimized conversion”, requiring
discounts to close sales TODAY, largely ignoring long-term customer
relationships that actually exist, unmeasured.

Retailers trained customers to click instead of getting in a car to drive
to a store. Customers listened. Now mall traffic is down, driving comps
down, with the likely result a full digitization of the business and the
closing of 30% non-prime, below-average retail locations. The best
retail locations are likely to grow.



However, The World Is Not
Coming To An End
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Opportunity Exists For All Of Us
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Every Business Model Can Be Successful
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Time To Get Busy!
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Your business partners (Adobe / IBM / Google / Microsoft / Abacus —
Epsilon / Datalogix — Oracle) use your data, YOUR DATA, which you
freely give to them (web analytics via Adobe / IBM / Google), they

monetize the freely offered information, and then they sell the data
back to you.



IBM shows repeated commercials on television, talking about how use
of their data analysis tools result in untold riches for your business.

And yet, IBM has suffered through three years of sales declines, and a
decade of flat sales.

If IBM’s Big Data solutions and analytical offerings were so darn
powerful, then wouldn’t those same tools/solutions enable IBM to
find hidden nuggets of information that allowed IBM to grow at an
unfettered rate?

You will be asked to contribute your data to an omnichannel world. Do
not expect anything of value in return.




From a conference organizer: “Kevin, I realize we reached out to you
to speak at our conference. | realize we asked you to volunteer your
time. And we appreciate that you put in the time to create a
presentation. But our sponsors have informed us that they need to
deliver a sufficient return on investment, or they will not partner with
us going forward. Our sponsors have asked us to grant them access to
the attendees via the speaking sessions. Therefore, we will be giving
our speaking assignments to our sponsors, because without them, we
wouldn’t exist. But thank you for being willing to partner with us.”

From a conference organizer: 1/3 of revenue comes from sponsors, 1/3
of revenue comes from vendors attending the conference, 1/3 of
revenue comes from “brands” attending the conference. “We don’t
exist without sponsors / vendors”.




In this age of the consumer, today’s hyper-connected shoppers are the driving force
behind the need for the digitally connected store and growing omnichannel experience.
Consumers are now accustomed to using technology and digital devices to simplify their
lives — from wearables to smart-home solutions — and are commanding more control of
their shopping experience. They expect their favorite brands to keep pace with their
connected lifestyle and offer innovative new retail approaches to maintain their loyalty.

To stay relevant, fashion retailers and brands are rapidly evolving their approaches to
offer a consistent, high-touch, personalized service, regardless of channel. A seamless
shopping experience across channels holds the power to differentiate brands and make a
more compelling promise to consumers. Eager to improve customer service and loyalty,
especially at the store-level, more retailers are embracing digital customer-facing
solutions. Web-based kiosks, digital signage, and proprietary retail mobile apps are
quickly becoming the norm. By incorporating digital solutions at the store level, brands
can offer a next-generation customer experience with a “connected store” as the goal.
Integrating the physical and virtual channels can satisfy consumer demands in new and

exciting ways that drive repeat visits and ultimately, sales.
http://apparel.edgl.com/news/The-Connected-Store-in-a-Digital,-Omnichannel-World97480



The Messaging Ecosystem: “Brands” Fund The

Whole Ecosystem — Ecosystem Needs Eyeballs

Trade
Journals

Research
Brands

Confer-
ences

Vendors

_
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Without “employees at brands”, trade

journalists, conferences, vendors, and

research brands go out of business. No
money.

The ecosystem can exaggerate the
message to generate eyeballs, 5.60



Every Business Model & Every Customer

Demographic Can Work Profitably.
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All business models can succeed ... all customer demographic cohorts
can generate profit.

But we cannot be all things to all customers. Soon (maybe today), it
will be time to make a choice.

Nostalgia, Need Convenience Friendship, Fashion




The current catalog shopper (age 55 — 85) is moving into and through
retirement.

What are the products needed by this generation? What is the creative

message that resonates with a person entering or moving through
retirement?

Nostalgia, Need Convenience Friendship, Fashion
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E-Commerce is splitting real commerce into two halves.
First Half = Commodity Items Shipped Quickly And Conveniently.

Second Half = Unique Items That Are Hard To Find.

Nostalgia, Need Convenience Friendship, Fashion
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A physical store must provide superior entertainment and/or other
emotional benefits and/or unique merchandise, in order “have a
purpose”. Without a purpose, lower-than-average performing retail

locations are under severe financial pressure, and will be closed as the
world is digitized.

Nostalgia, Need Convenience Friendship, Fashion
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If your customer is Judy, mobile is close to irrelevant.

If your customer is Jennifer, mobile is not “native” — it’s a piece of the
puzzle.

If your customer is Jasmine, it’s “mobile first”, all day, every day.

Nostalgia, Need Convenience Friendship, Fashion




Each marketing channel poses challenges.

In my projects, the distribution of items sold is dependent upon the
amount of real estate and “searchability” available to merchandise.

Catalogs: Moderate Head, Short Tail.

Online: Big Head, Long Tail.

Mobile: Huge Head, Short Tail.

In-House Data, Purchased Data, Algorithms will need to create a

personalized assortment that ensures that all merchandise is featured
to all customers. Think Amazon ... no two home pages are alike.



Data is not as necessary to market to Judy. You need to satisfy her
needs, quite possibly via nostalgia.

Data / Social / Mobile are not channels with Jasmine. They “are” the
business / experience. The style of marketing needed to partner with
Jasmine is unique, different, and rapidly evolving. Think Uber.

Nostalgia, Need Convenience Friendship, Fashion
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We can combine customer data with demographic customer
preferences, the merchandise that a specific demographic cohort cares
about. Then, we bundle the message within a story. If we do that, and
we do it well, we experience success.

Nostalgia, Need Convenience Friendship, Fashion




We hear pointless tactics, repeated.

“The optimal time to tweet for enhanced engagement.”
“How to pin your way to Pinterest profitability.”
“Instant success via content on Instagram.”

“The eight pillars of content marketing performance.”
“Snapchat stories — the best way to grow your brand.”

The tactics are simply symptoms of something bigger & more
important.



We do not succeed by marketing through channels.

Rather, channels are avenues where we choose to communicate our
story to customers and prospects.

Judy — has been trained to respond to stories told via television,
catalogs, newspapers, billboards, magazines, classic retail.

Jennifer — has been trained to adore Amazon. Her stories are told
online.

Jasmine — word of mouth stories via mobile & social, a world Judy
simply struggles to understand.



Any business model can succeed.

We simply have to align our story with the channels that our
customers frequent. We don’t have to be in all channels
(omnichannel).

Most important — and lost in the mindshift from business to channels -
is the need to tell the customer a story.

Do we even remember how to tell the customer a story?

Let’s look at several companies. What story are they communicating?



What Is Their Story?

FREE SHIPPING o]l FREE RETURNS
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PROMO CODE: SAVE exclusions & details PROMO CODE: SAVE2S exclusions & dotails
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What Is Their Story?

888-450-7715 * MYACCOUNT * CUSTOMERSERVICE * EMALSIGNUP * VIEWCART * CHECKOUT

ll )~ /F search by keyword or item # Q
%e ans i No Items In Cart...

YOUR TRUSTED SOURCE FOR TRAVEL SOLUTIONS AND GEAR

Travel Clothing ! In Flight Comfort| Bags, Wallets & Luggage | Packing Aids | Portable Electronics | Health & Hygiene | Gifts| Outlet Sale
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What Is Their Story?
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Cardholders get Now Shopping: i

Winter SllkS - rewards & save all year. Customer Service | Order Status | Wish List | My Account | Sign In
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What are you looking for today?
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What Is Their Story?

I\\/\'/\f“yé& SALE 20% OFF the season’s best selections! @

Reqister | Order Status | Gift Registry Helj

l’lﬂw & Heanh, Since 1980 Call us in Madison, VA 800-494-7544 Search [Type here o search -
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annual wintg Inter
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Plow & Hearth shopping spree!

SAVE
20%

on Americail
Made Furnitt

SHOP &
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What Is Their Story?

CRUTCHFIELD ...

Senously into audio snce 1974*

1.800.555.7088 ¥+ Contact Us A My Account g

5 advisors available Chat, Emall, Support Rewards program

Car Audio, Video & GPS~ Home Audior Pro Audio~ Headphones & Wireless Audio~ TVs & Video~ Cameras~ W Specials ~

IHAPINE BUY ONE
* GET ONE
HALF OFF

Last-minute play!
Get your new TV by game time - order by 1/23

Rock out
with Alpine

Buy one sub or speaker set,
get a second for half price
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with qualifying
purchase of $499
andup

Free 3-Day Shipping to Washington see setas
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What Is Their Story?

Home | FREE CATALOG | Online Catalog | WishList ' Gift Cards ' Library | Stores | Blog Welcome Create Account ' Login' B View Cart: 0 ltems, $0.00 eI IT

- \ G Ask our experts
DOVER e, 800-406-8204

SADDLERY MONEY BACK ANY TIME, ANY REASON - 100% Sansfaction Guaranteed el i

QLN NN O R R TNV Riding Boots and Chaps  Horse Tack  Horse Blankets  Horse Care  Stable Supplies  Gifts  On Sale  CLOSEOUTS
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WINTER SALE % ('SHOP THE SALE NOW )
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4

SELECT ) ‘.&

HELMETS \ 4

W s L
SHOP IN STORES, BY PHONE OR 4030 B 20 /n
CLICKTO SHOP THE SALE ONLINE NOW! 65% 0FF

SHOP NOW
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New at Dover
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Highlander Grooming Kit Rider Field Boot
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What Is Their Story?

N7 /=) 1-800-645-3122  Customer Service  Log In  Register
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Our 45-Day Money Back Guarantee makes ordering risk free!
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BUY NOW

Golden Dollars United States Dollars FREE Catalogs!
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What Is Their Story?

800-323-6793 * MYACCOUNT * EMALSIGNUP * FREE SHIPPING BOUTIQUE * RESOURCECENTER * VIDEOLUBRARY * VIEWCART * CHECKOUT

— once-a-year —

CUDDLEDOWN® COMFORTER SALF search by keyword or item # Q

» Save on Comforters & Mattress Pads

Devoted to your luxurious comfort and style No Items In Cart...
Sueers & Beooine  Buankers & Beo CoMPORTERS Priiows Fearneraros Marrress Paps & Steepwear & Barn Home & Per CLEARANCE
Covers PrOTECTORS ArpaRtL

—— once-a-year ——

COMFORTER SALE
ko k —

A+ quality and comfort!
[ will never buy a comforter
from anywhere else ever!
They are the best.”

—Customer, Rhode Island

Made in

USA .,

Kevin Hillstrom, President, MineThatData
http://blog.minethatdata.com
kevinh@minethatdata.com

80



What Is Their Story?
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What Is Their Story?
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WHAT VERMONT TASTES LIKE ¢

Maple Syrup Gift Samplers Bacon & Sausage Breakfast Ham Ribs & BBQ Poultry Cheese Entrees

Top Rated || Most Popular || Shop By Price || Sale

|
Free Gift Offer
Click for Details >

Shop all Bacon >
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Vermont's Finest!
Shop All Syrup >
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What Is Their Story?

ACCOUNT INFO  LOGIN  CUSTOMER SERVICE ~ EMAIL SIGNUP ™ 0ITEMS 50.00 VIEW CART
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Kevin Hillstrom, President, MineThatData
http://blog.minethatdata.com 83
kevinh@minethatdata.com



What Is Their Story?
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What Is Their Story?

Customer Service Order Status  Sign In | Register Get special offers, tips & infol Sign Up @ Cart Emply | View Cart

U U R URDER‘TO DAY DETAILS » Enter Keyword or Item #
GARDENENS SHIP-TODAY PROMISE =20

LAY  GARDENING OUTDUDR LIVING INI]UI]R LIVING NEW & EXCLUSIVE  OUTLET LEARN & SHARE

Green up your home with

TABLETOP
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Shop Now »

‘ Our FREE ] ’ |
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What Is Their Story?

Request a Catalog | Quick Order | B2 E-mail Signup | 1-877-564-6697 My Account | Wish List @loqin

@lohnnys ... ] [ AR N o

An employee-owned company

VEGETABLES FRUITS WERS HERBS FARM SEED TOOLS & SUPPLIES ORGANIC SEED SALE LEARN
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Shop By
SALE!
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New for 2015!
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More...
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!? My Account Welcome Login
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CHOCOLATES®

Caramels, Fruit & Nuts Bars & Hot Chocolate Business Gifting Wedding & Party

Take 104 off
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What Is Their Story?

Welcome!
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» Email Sign Up My Cart

) 22 3 Call Now to Order
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= » Need Help? «
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What Is Their Story?
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What Is Their Story?
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What Is Their Story?

M5 $4.09 Free Standard Shipping Only on Orders $50+ see Details

For Help or to Order en Espafiol @ SECURED BY ENTRUST
w *  America's #1 Rated
Health Products

Sign In or Register '\_9

Food and Beverage Beauty CoQ10 Herbs Joint Immune Digestive EFAs Heart Sports Nutrition Diet

Catalog/internet Merchant 1 '800'824'4491

swansonvitamins.com  Based on Customer Satisfaction’ Call or Chat

Home Free Catalog New Products

Deal of the Day Web Specials

Buy 1 Get 1 Free Brands Overstock
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Month of
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What Is Their Story?

Customer Service | Emall Sign Up | Request a Catalog 1-800-547-7849 | Live Help Sign In / Create Account

?A.G)/efmont -‘W"" (ST I Checkout |
; COUNTRY STORE"
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What Is Their Story?

Weather Instruments | For the Home | Garden Art | Yard & Patio | Favorites | Gift Guide | Sale
HOLIDAY CLEARANCE = WIND SPINNERS = OUTDOOR GLASS ART = BEST SELLERS + SPRING PREVIEW + VALENTINE'S GIFTS
E (>)
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What Is Their Story?

LOG IN MY H&M UNITED STATES | USD Pl SHOPPING BAG CHECKOUT

STORE LOCATOR CUSTOMER SERVICE ORDER FROM CATALOG  SIGN UP FOR EMAILS
LADIES MEN KIDS HOME SALE H&M LIFE

THIS WEEKEND ONLY! -

DEAL =
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>
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What Is Their Story?

100’s OF NEW STYLES ADDED! EXTRA 50* OFF CLEARANCE

ONLINE ONLY USE CODE EXTRASO DETAILS GIRLS* GUYS»
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What Is Their Story?

& Customer Care FREE Shipping on Orders $50+ » FREE Exchanges & Easy Returns » Give $15,.Get $15»
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\

Start your year with a fresh spin
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What Is Their Story?

FREE SHIPPING" // AWARD-WINNING CUSTOMER SERVICE

ove rStOCk— Search Overstock ™ % ;::,:z::ams :::ZZMI v \.‘0=! ~

Shopping Worldstock Farmers Market Pet Adoptions O.unfo Cars  Insurance Emal Ustsv Registry v Gift Cards Flash Deals English »

FOR THE HOME FURNITURE BED & BATH WOMEN MEN JEWELRY WATCHES HEALTH & BEAUTY ELECTRONICS WORLDSTOCK MORE GIFTS SALE

Valentine's Gift Guide 2.14 Valentine's Day Is February 14th.

GIFTim
FINDER

2 A
X

Don’t know Occasion
what to give?

Choose the perfect
gift in four easy steps! /

SHOP SHOP SHOP SHOP

GIFTS GIFTS

GIFTS
| INDFR LINDER U(L\IRER‘ h
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| Checkout |

40% OFF DEALS
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now up to 75% off
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Women
GapFit
Maternity
Men
Girls
Boys
Toddler
Baby

Gap Factory

SHOP THEM ALL »




How Do We Tell A Mobile Story?

O AT B »&FT .4100%H0322PM

www.anntaylor.com

ANN TAYLOR

Q search

FREE SHIPPING ON ORDERS OVER $175

40% OFF FULL-PRICE STYLES**
CODE: STYLE

ENDS MONDAY NIGHT!

EXTRA

/0% OFF \

SALE SThliE

Use Code STYLE | Online Only

SHOP SALE>
Valid in U.S. Only | ‘Exclusions Apply
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How Do We Tell A Mobile Story?

O AT B 2 &F 1000 3:21 PM

www.neimanmarcus.com 2]

FINAL HOURS! EXTRA 25% OFF LAST CALL SALE

We believe introductions
are in order. Meet the men
bebind the names on InSite»

-
]fom()Ev()nl )()%ﬂ
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How Do We Tell A Mobile Story?

) https://www.jerew.com/index.jsf

MENU FIND A STORE W o

J.CREW

‘ SEARCH

Today only:

EXTRA 50% OFF
FINAL SALE STYLES®

v
<

Use code 24HOURS.

Today only: extra 50% off final sale styles with code 24HOURS.*

In stores & online. *Details

WOMEN v
MEN v
GIRLS v
BOYS v
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How Do We Tell A Mobile Story?

= 1 100% M 4:58 PM

m.bostonproper.com/store/home.jsp = [2]

50 OFF + FREE SHIPPING secone 14813
\\\\«\‘/ 2
——#E— BOSTON PROPER

£ ’v\\\\

0items M

best of Boston Proper

SSALE
on sale

take an extra

$5O off

plus
FREE SITTPPING”

on ¥150+ | use code 14413
SHOP NOW >

Best Of Sale

Tops

Gift Cards

>
>
Call Us 1-800-243-4300 >
>
4=

Customer Service
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The demographic cliff cannot be overcome, now. It’s over.

Catalogers should cater to a 55-74 year old customer, giving her what
she needs. There is plenty of profit to be had by taking care of the
aging Baby Boomer customer.

A slow reduction in pages, over time, as digital hates inefficiency.
20-35 contacts a year for those age 55-74.

1-3 contacts a year for everybody else.

Stop competing against Amazon.



Retail 2015 = Catalog 2005.

Mainstream retailers are being cut-off, demographically, by Jasmine’s
generation, much in the same way catalogers were cut-off,
demographically, from Jennifer.

Digital hates inefficiency. As retailers digitize the business, sales online
will increase, sales at poor-performing retail stores will decrease, and
30% of the bottom of the retail portfolio will be closed.

Merchandising strategy and story are much more important than
selling in all channels (ask Apple).



This is a dangerous time to be in e-commerce.

On the surface, business has never been better. But in my projects,
new customer acquisition is slowing quickly. We’re nearing “peak
growth”.

E-commerce has long been a “sales capture” vehicle. Once we past
“peak growth”, e-commerce folks will need to learn how to sell. This
will be a challenging transition.

Most e-commerce experts see mobile/social as an extension of e-
commerce. | disagree (my opinion only). Mobile/Social is Jasmine, e-
commerce is Jennifer. Big generational differences, folks ... = big risks.
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Specific Advice:

My projects indicate that growth comes from
I CEECERR
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Specific Advice: The catalog customer is Judy.

P
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Specific Advice: If your core customer is
Jennifer, then you are not a cataloger. You are
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Specific Advice: Execute mail/holdout tests,
learn your organic percentage, tell your
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Specific Advice: Mail / Holdout tests strongly
suggest that phone-centric 0-12 month Judy
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Specific Advice: Execute mail/holdout tests in
email marketing. What happens when you do
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Specific Advice: If your customer is a younger
Judy and/or Jennifer, then have 5-10 versions
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Specific Advice: Increase “winning new items”
by 20% this year, next year, and the year after.
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Specific Advice: Increase carryover of winning
products, and have specific criteria for how
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Specific Advice: Partner with your co-ops ...
demand that they tell you what your
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Specific Advice: Immediately increase
customer acquisition circulation by 20%.
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Specific Advice: Do not be afraid to acquire
customers via non-traditional methods ... and
then limit how many times you mail these
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Specific Advice: If you must go down the free
shipping path, then you must fund those free

- a a a a Py P - a 7Y - -
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Specific Advice: The impact of free shipping
decreases over time, so try to have a hurdle in
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Specific Advice: Be very careful about moving
business into December. This is a huge trend

BYaYalal="2l’
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Specific Advice: Given the choice between
mailing a 128 page catalog one time per
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Specific Advice: Merchandise the first twenty
pages of your catalog with proven winners,
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Specific Advice: Stop demanding that your
customer purchase from you NOW. In most of
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Specific Advice: Measure the items that
catalog recipients purchase. What percentage

Kevin Hillstrom, President, MineThatData
http://blog.minethatdata.com 125
kevinh@minethatdata.com



Specific Advice: New creative / pagination
performs 30% to 40% better than remail
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Specific Advice: Share every aspect of your
catalog business with a non-competitive
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Specific Advice: We spent fifteen years
teaching customers to click instead of drive to
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Specific Advice: Traditional Direct Marketers
essentially give younger employees a 20 year
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Specific Advice: In pure e-commerce

businesses, new customers, cannibalized from

catalogs & retail brands, are slowly drying up.
The next frontier e-commerce experts must
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Questions?

kevinh@minethatdata.com
http://blog.minethatdata.com
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