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Executive Summary

	The purpose of this article is to discuss two major retailers that include Target and Best Buy and their consumer data collection methods.  The author of this article incorporates personal observations into this article through employment at both Target and Wal-Mart as well as at K-Mart.  Included in this article are highlights related to the data collection processes at Target and Best Buy as well as an analysis of why these organizations’ CRM initiatives are successful.  A comparison and discussion of these two companies’ CRM initiatives includes topics such as multi-layered CRM, use of processes such as consumer purchasing information, data mining, strategic advertising practices, and the use of on-line analytical processing (OLAP).  Finally, possible metrics for measuring success at these retailers is a topic that is also discussed.  This topic covers advertising versus sales as a possible metric for measuring retailer success as well as inventory management, managing customers at the point-of-sale, and metrics such as operating profit increases and increases in yearly sales.




















Target versus Best Buy – Consumer Data Collection Methods under Fire
Marketing Weekly (Volume 33, Issue 1)
By Karla M. Kassey

The latest round of concerns regarding data collection methods used by retailers is not over.  Today Target decided to defend its practices in the face of criticisms over the methods used by this retailer to collect data on consumers, and particularly on purchases of personal care items as well as on groups such as expectant mothers.  Best Buy is in an enviable position in this regard compared to Target, since it does not sell products that are considered to be of a more “sensitive” nature, but Best Buy also uses information obtained from consumers to create promotions and to improve its overall brand as part of its customer relationship management (CRM) initiative.

Below is a diagram that depicts the process that these retailers must go through in order to follow the purchases of consumers and in order to collect data to establish current purchasing habits as well as future habits of their consumer groups.  Even at organizations such as Best Buy, in which customers freely provide feedback to the retailer due to the innovative nature of its customer base, and the lack of sales of products of a sensitive nature, this organization also uses point-of-sale data to track current purchases. This retailer also predicts future purchasing habits of its customer base. As one can see, even the entry and exit points can be used for data collection.
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	The above table depicts the actual process that the consumer goes through in 
	determining whether or not to shop a given retailer.   The consumer may survey the 
	merchandise and decide to exit or he may see items that are to his liking and decide to

	continue on to the point of purchase, or he may become indifferent and decide to exit. Retailers collect data on the consumer based on any activities performed in the store, including and not limited to the point-of-sale. The consumer may also be simply surveying the merchandise for a future purchase and may decide to continue scanning the merchandise before exiting.  

At any rate, there are many opportunities between the entry and exit point for the consumer to provide information that can be used by the retailer, based on this diagram.  In other words, the retailer is watching and tracking consumers, and may even use interactive tools such as bridal and baby registry downloads, to track the consumer’s activities.  In fact, the most common tracking point for all retailers is at the point-of-sale.

The reasons for conducting consumer data collection processes to uncover data that helps to ensure that the customer is targeted with the right information at the right time becomes clear based on this diagram.  The reason that this is the case is due to the many opportunities that present themselves along the way for the consumer to change his mind regarding a
purchase.  Retailers might also
situation, so Target must make
an educated guess as to the
needs of this very important
consumer group that genuinely needs the resources that Target can provide.  Also, single expectant mothers would be considered a high need group for which these promotions would be even more important, so this organization is likely willing to take the heat if they make a mistake.

Target also uses any activity that a customer takes part in at the store level as well as online surveys, etc. that are attached to the guest ID#.  Items attached to the guest identification number also include any returns, all items that have been purchased, coupons that have been used, etc.  All of this information is confidential, and is used only to find patterns so that the right promotional materials can be sent to the right consumer at the right time.

 Best Buy, on the other hand, has an intimate relationship with its customers, who are mostly innovators.  This consumer group freely provides information on its needs, so it is easier for Best Buy to target its promotions to the right consumer (Esposti, 2011).  After all, innovators create a deep connection with sales personnel as well as professional resources and commercially available media 
	use the tracking process to determine the number of consumers that enter and exit on a daily basis versus the number of sales and the dollar amount to gauge how the store is doing on a daily basis.  This information provides data on the average dollar amount spent by consumers in the retailer’s store.

Overview of data collection methods at Target versus Best Buy

Both retailers collect data at the point-of-sale, and both retailers have a credit card that allows each of these retailers to track consumer purchases.  Target goes one step further, as the retailer uses patterns revealed from purchases that are made by customers, such as potentially expectant mothers, to determine the types of promotional materials that a given customer should receive through the mail (Duhigg, 2012).  

In other words, Target will use purchases such as those for vitamins, including magnesium and zinc, cocoa butter, and scent free soap to determine that the woman may be making these purchases because she is pregnant (Hill, 2012).  If the woman has also purchased a blue rug as well, perhaps she is having a boy (Hill, 2012).  Target then uses this information to determine 
the types of promotional
in making purchasing decisions (Hawkins & Mothersbaugh, 2010).  These facts open the floodgates for a two-way relationship that allows Best Buy to garner ample marketing-related information from millions of customers without a great deal of effort (Esposti, 2011).

In reality, innovators are only 2% - 5% of the American population, but they shop at retailers such as Best Buy in large numbers. This, again, is one of the reasons that Best Buy has not been put into the same awkward position regarding its data collection practices that have affected Target.  Best Buy, however also looks for patterns as well to effectively target its promotional materials to the right consumers (Esposti, 2011).

Why these organizations’ CRM initiatives are successful

These organizations are likely successful in their implementation of customer relationship management (CRM) initiatives due to such practices as a multi-layered CRM approach.  This practice allows these retailers to integrate information-related processes, personnel, culture, and technology to create a successful program (Finnegan & Currie, 2010).  At retailers such as Target, this would 
	materials that should be sent to the consumer. 

In one case, Target was under fire due to the fact that a female teenage consumer fit the profile for certain purchases, and therefore began receiving promotional materials related to pregnancy while still in high school (Hill, 2012).  Her father contacted Target, not knowing why she was receiving these promotions. He became upset, as he realized that Target knew that the consumer, who in this case was also his daughter, was expecting a baby before he knew (Hill, 2012).  

This example proves that, in this case, Target’s well-intentioned actions associated with consumer data collection missed the mark despite a sincere attempt to help expectant mothers take advantage of special promotions that will make life easier for them and their children. These are, however, a genuine attempts to help this consumer group.  

It appears that the reason that Target uses this method to pinpoint the appropriate consumers is so that expensive promotional materials are not sent to consumers who do not need these items.  Also, consumers, in many cases, do not provide this information freely regarding their new life 
mean that information would be shared with people at all levels. This would include the salespeople at the store level, and particularly those individuals that work at the service desk in the stores as well as on the sales floor and as cashiers.  Essentially, anyone that comes in contact with the customer would be aware of the procedures that are in place regarding handling all aspects associated with improving the guest experience at Target.  The same case also appears to be true at Best Buy.

In essence, the CRM initiatives at Target and Best Buy appear to be focused on managing relationships rather than simply on the technological aspects of CRM (Finnegan & Currie, 2009)..
The CRM initiatives of these retailers are also successful because they can utilize such processes as consumer purchase history. They can then tie this information to demographic data that will help to determine the sales potential of a given customer.  Customers provide demographic data when they apply for the organization’s credit card, and these customers can be prioritized, again, based on projected sales potential.  

The CRM initiatives of these retailers are also successful because they use behind the 

	scenes processes such as data mining.  Data mining uncovers patterns that indicate that a given consumer is in need of products in certain categories for which they can be targeted with special promotions.  Data mining is also successful at these organizations due to the fact that these retailers also likely take the steps necessary to ensure that the data can be trusted (Rygieleski, Wang & Yen, 2002).  The ability to verify the data is one of the reasons that Target was able to predict the pregnancy of a single mother even before her father did.  Again, this situation was explained above.

Best Buy receives a great deal of information from its consumer base, and a great deal more unsolicited information than does Target (Esposti, 2011).  The retailer’s success in using this data to create a successful CRM initiative is also, in large part, due to data mining and the ability to verify this information (Esposti, 2011; Rygieleski et al., 2002).  Also, at both retailers, the ability to tailor products to the exact needs of the customers, due to the use of these processes, results in the successful creation of a CRM initiative. A CRM program also prevents products from being simply perceived as commodities (Rygieleski et al., 2002).

	These organizations might also use sophisticated processes such as finding patterns between international and domestic markets in key locations, and then run the promotion in both places.  One example might include finding comparisons between markets in key locations such as those in the United States and Canada and running promotions that are the same in those locations to get the most out of the retailer’s promotion dollar.  A process called on-line analytical processing or (OLAP) would make this possible (Rygieleski et al., 2002).  This is an example that likely makes these retailers’ CRM initiatives successful and unique.

It is also likely that the reason that organizations like Target and Best Buy have successful CRM initiatives is due to the ability to identify valuable customers that may leave for a competitor.  Retailers can accomplish this by using data mining to determine the typical basket of goods that an impressionable, yet desirable, group of consumers will buy and then periodically putting one of those items on sale to encourage the consumer to buy the entire basket from that retailer (Roussell-Dupre, 2001).  This would appear to be an especially successful practice for an organization such as Target that focuses in 
	 large part on non-durable products for its offerings.

For Best Buy, on the other hand, a successful CRM initiative is dependent upon having a steady stream of new and innovative products rather than relying more heavily on products that are consumable or non-durable, as is the case with Target to a much higher degree.  A successful CRM program is also dependent upon having the ability to act on good ideas generated by its consumer group (Esposti, 2011).  In addition, the ability to draw effective insights from information obtained from data mining is also another reason that Best Buy’s CRM initiative is so successful (Esposti, 2011).

Another reason that both of these retailers have successful CRM programs is because of a customer focus rather than a product focus. Also, large customer databases  make it possible to easily harness information for promotional programs such as current address, telephone number, who is the head of the household, etc. (Rygielski et al., 2002).

In addition, these Big Box stores have been able to position themselves in a way that appeals to the highly profitable 25 to 40 year old age group with growing families that are also looking 

	for products with fashion innovation, and style in the purchases that they make, as well as good value (Johnson & Kim, 2009).  This strategy is part of the CRM program at these retailers as well as part of their value proposition.

A comparison of these two companies’ CRM initiatives

As one can see, both Target and Best Buy have CRM initiatives that effectively target the consumer.   Target tends to focus on e-mail and surveys to stay in contact with its customer base as well as live chat on its internet site.  Best Buy, on the other hand, primarily uses Geek Squad Agents and Twitter to stay in touch with customers (Lithium Technologies, Inc., n.d.).  The reason that these organizations use different media to connect with customers is that they tend to be, in many cases, two completely different groups of consumers.  This is the case despite the fact that Target also sells electronics.

Both organizations also reach out to their respective communities in order to stay in touch with the consumer.  Target does this through its community involvement at schools and through activities that take place in the community as well as through volunteer activities by its employees.  Best Buy stays in touch with its consumer base 
	through 1,000 consultants that actually go out into the community to sell products and to provide business solutions to small-business customers (Healy, 2006).  In both situations, these organizations are reaching out to what otherwise might be underserved groups and they are, in turn,  receiving a great deal of goodwill that is allowing these organizations to thrive in what is a highly competitive industry.  In addition, by connecting with small businesses, Best Buy is also further connecting with innovators, who are also employed in large numbers at small businesses, in order to increase its exposure to its target market.

Both organizations also start new trends and identify existing trends in order to serve the consumer to a higher degree than the competition.  
Target does this by identifying international trends that will eventually reach the U.S., although not as quickly, and through allowing new designers that are not yet well-known to design its products (Peckyno, 2013).  Best Buy does this through collaboration with its consumers, who also tend to be innovators.

Another reason that both of these retailers appear to have magical qualities attached to their CRM programs is due to 
	the ability of their employees to connect intimately with the consumer and to make the shopping experience an adventure.  In other words, “you never know what new products you will find” and you feel as if you are part of the Target or Best Buy families because of the high level of service provided by these organizations.

Both Target and Best Buy have their own credit cards as part of their CRM initiatives that consumers can use in their stores.  What is different about the Target credit card, however, is the fact that this is a Visa card that can also be used at other retailers (Peckyno, 2013).  What this means is that Target can find out where consumers with its card also shop and how much they spend (Peckyno, 2013).  This information can be used to alter offerings at Target in order to steer consumers back to this retailer.

Possible Metrics for Measuring Success

One possible metric for measuring success is that associated with advertising versus sales.  This metric can be used in order to determine how effective advertising is with regard to bringing consumers into the retailer’s store to buy a given item.  Retailers might take this measurement one step further 

	and use it to measure the number of items purchased in a given category based on the advertisement of a certain product such as a computer.

Another possible metric to measure success might be determining the number of checkout stands that are open versus the number of customers that are served and to have a goal of serving 80%-85% of the customers through the checkouts that enter the store.  The idea behind this metric is that customers may decide not to purchase an item they intended to buy if lines are too long at the checkouts.  This is an especially big problem at less busy times rather than at the holidays or for back-to-school when registers are more than adequate.  The reason for this metric is also because any sales that can be picked up at less busy times are a bonus and can improve the bottom line.

Another metric might be to improve inventory control to the point that as the last piece of merchandise in a given category is being removed from the store shelves, new merchandise is entering the warehouse.  This is especially important at the retail level, in which the goal is to move all of the merchandise to the sales floor in a timely manner once it enters the store.  The reason for this is that it has also been 
	proven that fuller shelves actually increase sales.

An additional metric that may seem more obvious is that of increasing operating profit percentage (GE Capital, 2014).  This metric is important because it also affects the bottom line of each of these retailers.  Another metric that might seem more obvious is that of raising yearly sales at a given percentage.

While operating profits and increases in yearly sales are very important for retailers in setting goals, it is also the little things that retailers do that can make a difference in the bottom line.  Again, in many cases, it’s the little things that matter the most!
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