“In the factory we make
cosmetics, but Iin my.

stores we sell hope.*

Charles Revson, founder ofi Revion



Missing 5th P of Marketing

= Traditional 4 P's Marketing
> Product,
> Price,
> Promotion,
> Placement
= People— Vissing oth P



Connecting with

Consumer:




Big Opportunity #1

= Selling Tools, Equipment, Accessories
= Jo Enhance Consumer's Experiences

= [hink “Services Marketing™ rather than
“Product Marketing®




Big Opportunity #2

= Retail Environments Need to Be
Reconfigured to Enhance Experience

= More and more consumers are
time-starved...shopping|is: a chore, NOI:
a funexperience




"Real"” Department Store

VISIT OUR

FLAGSHIP
STORE

& VILLAGE SHOPS




“Marketing Is the whole
business seen from the

point of view! of its final
resulit, that | |s from the
USTOMIE P0INtC

VIEW: =
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Future Vision Secret:
Why People Buy

= Market research discovers why people
buy.

= VWhy People Buy: Things: lhey: Donit Need
(Ithaca, NY: Paramount Market
Publishing, 2002)
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Utilitarian

Indulgences

Lifestyle Luxuries

Aspirational Luxuries




Justifiers Define Why the
Consumers Buy

Motivators to Buy
Discretionary Products
Very Important/Somewhat Important

Quality of Life
Pleasure

Beautify Home/Self
Education
Relaxation
Entertainment
Planned Purchase




Future Vision Secret #2:

First the rich do Iit, then
everybody else!

Affluent market is bellwether of
S that willloccurin the mass
marKket




Market Research on Luxury Market

= [ntegrated Qualitative & Quantitative
research (May through August 2002)

> Series of 7 focus groups with affluent
women living in high value homes

> lelephone survey among 866 affiluent
NOMEOWNENS
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Affluent Market Represents
15 Million Households

U.S. Households by Income Level
in thousands
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Future of Consumer Market

= Diverging with Biggest Opportunities at the
High-End and Low-End of Market

Consumer Generations
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Luxury Is Power to Pursue Your
Passions

Dimensions of Luxury

Brands

Power, Time, Freedom, Money



Luxury Is Ultimately Unattainable

= Joday's luxuries become tomorrow's
necessities.

= | uxury consumer is; in a state of
perpetual motion; always moving away
om the ordinary toward the

EXtraordinany:




Big Opportunity: Be Best of Class
in Any Class

= No matter where you are in
price-continuum, you can enhance
luxury value of what you are selling

= Viarketers infiluence two key dimensions
of luxury:

= Impanrting luxury features intojone:s

Jildingraniuxurysprancdthatiresonatesiwitia

therconsumers
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“In the affluent society
no useful distinction can

be made between
luxuries and
necessities,"

By onnreEnnetiNsaloraiti



Introducing the New
Luxury Market

.



Luxury Market Segments

Butterflies
27%
Luxury Cocooners
44%



Butterflies Have Emerged from
their Luxurious Cocoon

= Most evolved luxury consumer, less
self-indulgent, more outwardly focused

= Reconnecting with the external worid

= |_ooking for new meaning in theirlives
and new equilibrium between the roles

they playininnerand external worlds
emocraticinithel R View oiluxury




Butterflies Have Emerged from
their Luxurious Cocoon




Luxury Cocooners Still Wrapped in
the Cocoon




Luxury Aspirers Still Haven't Reach
Their Desired Level of Luxury




Luxury Products Purchased
by Luxury Segments

In the past year, did you or someone in household purchase any luxury product?

N27%

Art & Antiques |‘20%

I"IO%

Automobiles 1 21%
122%

N 30%

e ——

: 110%
Rec Vehicles .!,§%>

N 54%

Electronics 154%

Fabrics, Wall & Window Coverin

A |
ppare B Butterflies

Cocooners
B Aspiring

N57%
Fragrance/Beauty

Furniture/Floor Coverings
N 50%
Garden/Garden Products 147%

Kitchenware/Cookware 130%

: : N299%
Kitchen Appliances/Bath = 4%, %9/

: : 3
Linens & Bedding 136

——— V269
Tabletop |6°/I? % W

0% 20% 40% 60%
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Luxury Consumers Are Emerging from
Their Cocoon and Reconnecting with the
World Outside

Consumers' Spending on Home
Total Housing Expenditures & Total Household Furnishings
Average for Typical US Household
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Implications: From Cocooning to
Connecting

= From cocoohing to connecting

> Interconnectedness is the way the worid
andieveryone In it isibecoming
Interconnected through travel, media,
electronic networks, etc.

= Cocoonersianre disconnected,; DuUttermiies

Aré connecied:



Luxury Marketers Must Connect
with Consumers

= WWe must develop ongoing, meaningful,
two-way dialogues with our customers,
our potential customers, our future
customers.

= One~way communication dominates
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Withirthe cusStomer




Brands Are Point of Connection:

Luxury Brands Role In Getting People to
Buy Will Increase

Influencers on Last Luxury Purchase
Very Important/Somewhat Important

Thinking about your most recent purchase, how important were each of these influences?

Brand or Company Reputati
Store/Dealer Reputation
Recommendations Friends
Salesman's Info
Internet/Website
Articles/Reviews




Product Brand and Store Brands
Are Connected

= The brands you sell define your
store...the store defines the brand

m At the retail level, the standard of;
customer: service IS critical to the proper



Are Sales Best Vehicle to Connect
with Consumers?

Luxury Purchase Behavior
Buy on Sale or Discounted off Regular Price vs. Pay Full List Price

About your last luxury purchase, did you....

Art & Antiques
Automobile

Rec Vehicle
Electronics

Fabrics, Wall, Window
Apparel & Accessories
Fragrances & Beauty
Furniture & Floor
Garden




Consumers Are "Trained"” to
Respond to Sales

m Sales are Pandora’s box ofi marketing

= Pricing| IS a trust issue: Consumers don't
trust the prices

m Unity'siselution:: Get creative In new
techniues andinew. strategies to boost
Sianelcapiune greatermanrker shane:
lleje e o~1J1J QI SECONNANNNINE
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Connect throughout the Entire
Buying Cycle

Luxury Purchase Behavior
Did Not Do Any Research vs. Carefully Research the Purchase
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Luxury Marketers Must Infuse
Luxury in All Points of Contact

= |[nternet is primary media luxury
consumers use
> Website design becomes critical
> Needs to be reconfigured for customer:
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Experiential Marketing Leads to
Boom in Luxury Services

Luxury Brands
Sales Year Growth 2000-2002

(sales in millions)
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Next Retail Challenge: Connect
with Consumers

= Experience marketing is infusing all
product development, marketing and
sales efforts with the feeling/that the
product promises to the customer

= [ uxury goods need to be sold;

.

advertisediand promoted ke uxury
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Connecting with Consumers

= About less talking and more listening

= About giving more value rather than
taking more money.

= About being involved with the customer:
rather than waiting for customer to) get
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