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RETAIL BUSINESS OUTLOOK OF 2002

RETAIL Issues
Thin margins

Competitive pressure RETAIL BUSINESS

Building loyal customers DRIVERS DRIVERS

Multi-channel offering ANYTHING IS
BUSINESS Issues POSSIBLE

Product and process diversification
Ultimate customer service
Limited geographical expansion

: . PROCESS & SYSTEMS
Online opportunities for a Global Brand ISSUES

SYSTEMS & PROCESS Issues
Business processes were slow and inefficient constraining the business scalability
Systems were highly unreliable causing business disruption
Information quality was poor and limited
The business required of faster information sharing




144l PHASE 1 Overhaul of legacy systems — 4 years

Guarantee availability and reliability of service
Improve IT Service Levels
Infrastructure Refresh

PHASE 1 — Service Levels

2003 2004 2005 2006 2007 2008



i PHASE 2 Back-office & front-office consolidation program — 4 years

Support scalability;
Improve productivity & control operating costs

Operational Efficiencies
IT Solutions Simplification

Process
Simplification
Productivity
Cost Control

Scalability

7

PHASE 2 — Operational Excellence
PHASE 1 — Service Levels

2003 2004 2005 2006 2007 2008




il PHASE 3 Introduction of a Flexible Multi-channel IT architecture — 2 years

Sustainable growth on multi-channel initiatives
Provide a Flexible and Agile Systems Infrastructure

PHASE 3 - Flexibility & Agility

PHASE 2 — Operational Excellence
PHASE 1 — Service Levels

2003 2004 2005 2006 2007 2008



# PHASE4| Move from traditional reporting to the predictive enterprise — 3 years

Improve profitability and availability of product

Increase customer spend and optimize marketing expenditure
Business Decision Making Optimization

PHASE 4 - Strategy Focused
PHASE 3 - Flexibility & Agility

PHASE 2 — Operational Excellence
PHASE 1 — Service Levels

2003 2004 2005 2006 2007 2008
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UNDERSTAND Customers

Who are Our Customers?
What, When, How, Why do they shop with us?

ANTICIPATE Customers
What promotions are more suitable for our customers?
How do we make them aware of new collections coming in?
How do we make sure the find what they want?

INSPIRE Our Customers

How do we enhance the customer shopping experience and exceed
their expectations?
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Single Customer view
Data Quality issues. How do we recognize your Customer?

How do we provide a UNIFIED Brand Experience across all Channels.
How do we share information across channels?

What is our customer contact Strategy?

Classification
What type of customers do we have?
What are their preferences and shopping behaviours?

A more Personalized Customer Shopping Experience

How do we provide customers with a more suitable service offering?
(Clienteling / Harrods Rewards Program)
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Customer Databases

Multiple incompatible data sources
Duplication of records
No sharing of information

Inability to recognize the customer at
different touch points

No contact management, campaign
history or analysis

Marketing

No coordinated contact strategy
across channels. Best customers

are bombarded with marketing offers

Store Credit Card database is
primary source for marketing
programs

No data available to encourage
cross-sell/channel shopping

Little campaign analysis available

IN-STORE

1
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Mary Smith

CALL CENTRE

.

Who is Mary Smlth’?

INTERNET

_________________________________________________________

Mary Smith

Mary Jones

Mary Jones

H Card: 6653225

H Card: 6653225

H Card: 6653225

Tel: 020 756 8754

Tel: 020 785 4456

Tel: 020 363 2689
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Marketing

Unified brand experience across all

touch points

Concentrate marketing resources on
best customers

Target customers with personalized
offers through multiple channels

Customer segmentation and

modelling

Understanding of cross department =R : .

sales to motivate cross-sell IN-STORE CALL CENTRE  INTERNET

Closed-loop analysis and continuous i | il il

optimization et !

- : | SITUATION WITH SINGLE CUSTOMER VIEW .

Ability to measure campaign ROl .= oo T T T
Test, learn and refine Mary Jones Mary Jones Mary Jones

H Card: 6653225 H Card: 6653225 H Card: 6653225

Tel: 020 363 2689 Tel: 020 363 2689 Tel: 020 363 2689

Swi SW1 Swi1
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Single Customer View Solution

" Multiple
H Channels
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Customer segmentation
Main groups: UK, non-UK spenders, international and Staff
Now we know their distribution, demographic and lifestyle information

Propensity modeling
How do we increase or customer sales and profitability?

How to manage our customer service and marketing offering to
influence shopping behaviours? E.g. More effective targeting, Clienteling,
Rewards program...
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Harrods Rewards Program

One-to-one servicing
Tailored Products & Services
(By Appointment / Personal Shopping Services)

Direct Mail / Clienteling
Exclusive invitations to store events
(Introduce to “By Appointment”)

Product
Direct Mail

System generated target offers
(Sales Assc. / Rewards team)

Demographics
Behavioural
Propensity modelling
Cross-Sell Analysis

Retention Analysis

Clienteling
Retain Most
Valued
Customers

CRM

Develop
Customer
Relationships

Customer metrics
Campaign results

Forecast reports

Data Sources

Data quality

Flexible design
Scalable architecture
Systems integration

Data enrichment






PRODUCT Centric Initiatives
Selection
Availability
Profitability

, Workforce Optimization Initiatives
Task Scheduling
Staff Scheduling

' CORPORATE PERFORMANCE Management Optimization
Enterprise optimization







Get your Processes and Information Quality Right
Evolution and not Revolution

Do not Underestimate Change Management

Continuously Evaluate your Strategic Partnerships




David Llamas
Harrods Ltd

+44 (0) 77 6020 3152
david.llamas@harrods.com



