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1. Background
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5History of dunnhumby
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2004

�330

• dunnhumby reaches 140 FMCG clients
• dunnhumby working with top 30 suppliers to Tesco
• Joint venture with Kroger in USA established which means dunnhumby is working
with 2 of worlds top 10 retailers

2002

�200

• dunnhumby crucible and cinnamon launched to give a full DM service
• Tesco media sourcing on statement, coupon at till, kids club and lifestyle mailings

• Tesco take 53% stake in dunnhumby
• dunnhumby gains 10 year exclusive rights to commercialise Clubcard data
• Set up dunnhumby retail to provide Insight & Analysis to Tesco suppliers
• First T launched combining clubcard data with TGI data

2001

�140

1995

�30

• Tesco launch Clubcard
• dunnhumby win the contract to manage the clubcard database
• Provide insight & analysis to Tesco
• Saving Tesco £300m through improved promotional effectiveness

1989

• Edwina Dunn & Clive Humby
• CRM consultancy
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The basic facts of Clubcard
• used by 75% of Tesco shoppers, responsible for 82% of
Tesco sales

• collects every fact about the shopper’s basket, trip and
location and links these together over time

• owing to Tesco’s size in the UK marketplace, 40% of UK
households have a card and have used it in the last 8
weeks

• There are 10 million ‘active’ households on the database
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How the data is used

The many uses of loyalty card data fall into two
categories:

1. Analysis and insight. “Learning about markets,
products and promotions through studying shopper
behaviour”

2. Customer communications. “Individually tailored
marketing to consumers based on individual
behaviour”
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2. Analysis and insight
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Managing the data
• The first major challenge is converting billions of rows
of data into something manageable

• First approach is to take only as much data as is
needed to answer the question (1%, 10% samples)

• Segmentations also have a key role – “a simple
language to describe a complex picture”

– lifestyle: Price Sensitive through to
Convenience and Finer Foods

– lifestage Young Adults through to Pensioners

– loyalty to Tesco Gone-away to Loyal

© Copyright, dunnhumby 2004 — confidential
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Understanding a category
Example: Substitutability analysis

• Key benefit of customer data is the ability to study cross-shopping
behaviour – at both basket and household level

• Studying which products are bought by the same households over
time (but not together) = “substitutability”

• This relationship gives us unique insights into how consumers shop
the category – based on what they do, rather than what they say
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MCVITIES HOB NOBS 300G + 100G FREE 52 2.2% Everyday Biscuits E/DAY PLAIN BISCUITS

MCVITIES MILK CHOC HOBNOB TUBE 250G 53 2.1% Everyday Treats HALF COATED CHOC BISCUIT

MCVITIES CHOCOLATE HOB NOBS 500G 54 1.0% Everyday Treats HALF COATED CHOC BISCUIT

NICHE TESCO CHEESE SANDWICH BISCUIT 125G 55 1.5% Savoury Nibbles SAVOURY SANDWICH BISCUIT

TESCO MILK CHOC DIGESTIVES 300G P/M 56 1.1% Everyday Treats HALF COATED CHOC BISCUIT

T. 25% LESS FAT MILK CHOCOLATE DIGESTIVE 300G 57 1.4% Healthy Biscuits REDUCED FAT BISCUITS

TESCO MILK CHOCOLATE DIGESTIVE 500G 58 1.4% Everyday Treats HALF COATED CHOC BISCUIT

TESCO MILK CHOC RICH TEA 250G 59 0.8% Everyday Treats HALF COATED CHOC BISCUIT

TESCO CHOCOLATE MALTED MILK 250G P/M 74P 60 1.2% Everyday Treats HALF COATED CHOC BISCUIT

TESCO CREAM CRACKERS 200G P/M 2 FOR 45P 61 3.1% Crackers CREAM CRACKERS

T. H/EATING 50% R/FAT CREAM CRACKER 200G 62 1.8% Crackers CREAM CRACKERS

TESCO DIGESTIVE BISC 500G P/M 45P 63 4.1% Everyday Biscuits EVERYDAY DIGESTIVES

TESCO REDUCED FAT DIGESTIVES 400G 64 1.8% Healthy Biscuits REDUCED FAT BISCUITS

TESCO VALUE DIGESTIVE BISCUITS 400G 65 2.2% Everyday Biscuits EVERYDAY DIGESTIVES
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• The way products form clusters within the data tells us how consumers view the category

• In some areas, biscuit type is the primary choice, in some pack size, or brand vs. own label

• and a product’s “Uniqueness Score” can factor into the ranging process too

Private
label

Biscuit tin

Brand
Hob Nobs

PL
Crackers

NICHE

PL
Digestives
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Ranging with customer data
• Customer data gathered with Clubcard allows us to understand SKU
performance in new ways

• As well as sales, we can understand
– levels of repeat purchasing

– depth of penetration versus frequency of purchase

– product loyalty

– how different products appeal to different groups

• all aimed at one retail objective:

“ to serve all our customers with the right range of products ”
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We rank SKUs using a composite measure

A list of all of the SKU’s in
your subcategory, ranked
on

1) penetration

2) Product loyalty

3) Tesco loyal spend

Rankings also on:
Lifestyle
Pet Segments

© Copyright, dunnhumby 2004 — confidential
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Customer data allows us to understand
consumers and markets based on what
people do, rather than what they say
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3. Customer communications
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The other side of customer data

• As well as telling us about the way shoppers behave
across whole categories or markets…

• customer data also tells us lots about them as
individuals. eg

© Copyright, dunnhumby 2004 — confidential

Mr and Mrs Green

–lifestyle: Traditional

–lifestage Children left home

–loyalty to Tesco Lapsing

–Purchase Behaviour Trying to give up smoking

Mr Brown

–lifestyle: Convenience

–lifestage Young Adult

–loyalty to Tesco Premium Loyal

–Purchase Behaviour Just bought puppy
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How we do it - In the beginning
• Established a clear relationship with the consumer

through the Clubcard Statement – the reward mailing
mechanism

(worth over £10 cash to top 50% of consumers, mean value £6 cash)

• Using 26 weeks of customer purchase history to target
both Tesco and supplier product coupons

• Delivering the ideal targeting: “golden” households that
are most valuable to the brand

• …at the same time building loyalty to the retailer

© Copyright, dunnhumby 2004 — confidential
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How we do it
• Adding to the quarterly reward Statement mailing, dunnhumby and
Tesco have built up a family of industry-leading mechanics that
offer:

– laser focussed targeting through loyalty card transactional data

– precise SKU level trade driving through validated coupons

– unparalleled measurement, evaluation and planning capability through the

loyalty card data

© Copyright, dunnhumby 2004 — confidential

Source: Tesco Clubcard Data

Coupons delivered directly at the tillRegular Statement mailings Targeted, segmented direct mail
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Objective: encourage shoppers who are loyal to Tesco yet
less loyal to the Baby category to spend more on Pampers

Delivery: integrated 12 month plan across direct mail,
statement and coupons at till to a core group of c.200,000

The result
Pampers loyalty programme

Targeting: mid / low % of nappy need spent in Tesco, less
than 70% of that need Pampers

© Copyright, dunnhumby 2004 — confidential
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Loyalty card data allows a business to do
direct marketing with a near-perfect view of
effectiveness and return on investment
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Retail is a simple business.

We sell what people want …Think about our customers. Each one is different. No one

shopping basket is full of the same things. How do we attract different people, with different

tastes and different budgets?

– Terry Leahy

The right data is an important piece of the
jigsaw.
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thank you
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