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Arthur P Little

1 Introductioni From rational vs. emotions

Buying decisions are always driven by both elements, rational and emotional ones;
Marketing is the lever to emotionalize your (rational) products and services

Buying decisions or
loyalty are based
upon €

One always buys for
t wo reasons ¢é

Problem solving Feeling Good

_ ) NOT BUT
Key 1s e What you do ! How the consumers
perceive you!

The higher the emotional involvement gets over the rational aspects
the less price sensitive customers are
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Introduction i From rational vs. emotions

It is hard to find rational arguments why for buying a watch someone should spend more than
e.g. 35u for a SWATCH and even that is questionable as each mobile has it built in / llustrative /

approx. 350 approx. 20.000u

(@)}

Marketing is the not key to sell products to fulfill requirements buttoaddr ess customer s
associations and personal lifestyle. Marketing addresses how the customer sees himself.
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1 Introduction i Marketing is responsible for profit and growth

Targeted marketing directly affects both revenues and profits to deliver sustainable growth

Basic Thesis éin simple words

Get more customers

)
—

Marketing is

responsible { Get more money from each customer J

Keep your existing customers for longer

for profit and growth

Starting point for all marketing strategies and solutions is self assessment
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Introduction i The five basic questions

In order to build successful marketing plans and strategies 5 questions have to be addressed

The five basic questions

1. What is your business?

2. Who are your customers?

3. What are your Strengths and Weaknesses?

. 4. What are your Opportunities and Threats?

5. What will you do now?

The starting point before elaborating successful marketing strategies is an over-all assessment of
own capabilities/limitations and the given frame conditions
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Introduction i The five basic questions

Any marketing strategy independent of its level of sophistication is useless as long as the
organization is not able to implement it or lacks crucial reflections of the frame conditions

1. What is your business?

2. Who are your
customers?

3. What are your
Strengths &
Weaknesses?

4. What are your
Opportunities &
Threats?

5. What will you do now?

> >

What is your business mission? Why does your company exist?
You must know why you have put up your business in the first place

> >

Which segments shall you serve with which products and how are they addressable?
Segmentation of the target market as well as your customer base is the key

>

Identify your strengths, e.g. quality products and services, friendly customer service,
good customer relations, competitive pricing, good location.

A Know your weaknesses, e.g. lack of funds, limited marketing knowhow, poor promotion,

etc.

p

>

What are favorable factors outside of your business that can help you achieve your
objectives, like increasing demand, availability of funds for expansion, etc.

What are unfavorable factors outside your business that can hinder you from achieving
your objectives, like intense competition, sluggish demand, economic downtown, etc.

> >

How shall you start designing your marketing strategies/actions?

Crucial marketing planning taking the frame conditions and its implementability into
account will enable you to grow your business and maximize profit.
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Introduction i Integrated Marketing Planning

Marketing has to be seen as an integrative ongoing process effecting all areas and
departments of a company

/IIIustrative/

2.Value Based 3. Segment Prioritization &
Segmentation & Targeting Analysis
Mapping of Base & Markets %9 L 45

— Heterogeneity across segments

—p . . Acquisition Cost to Churn
Value calculation & drivers Probability Manage propensities
v
1. Market Opportunity Portfolio of Target Segments
Assessment
' Integrated
v v g _ 4. Offer & Service Innovation
Compeltitive Customer Needs Marketl ng
Landscape 1 —» What services & offers can we innovate
A New Players i A Which services PI annin g
A Partnerships at what prices : b oA N
! —» What is the next O6bigd thi
A New services A Trade-off
. o customers
A qunomlc A priorities . L—p How can we position ourselves to capture
e ii);zeers'ence 6. Operational & most value out of these innovations

Organizational Requirement

Operational requirements 4. Value Proposition
A Which touch points need to involve
A What processes need to change Development
Human Capital Features & Functionality
A Do we have required resources Bundling & Service Innovations
A What type of skill sets we need
IT & Infrastructure Support
A Which systems need to be integrated Message
A What are incremental IT & systems requirements Distribution

Pricing of Services

Matkefing-ibdgoy
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2 Market polarization i Introduction

The mid segment in triad markets is decreasing, driven by the growth of the bottom and top
ends of themarketil n 10 years GermanyO0s consumer basket

Market polarizationi example: consumer basket Germany
Our findings in the triad consumer

Top market confirm our hypothesis
580% 56% 53% 52% 50% 49% 50% Middle

A Markets are polarizing i with the
growth driver being the low end of
the market

>

Growth in top-end of the market is
slow, but steady i this is even higher
in categories not covered in the
typical household panel
(AHaushaltspanel Con

66% 65% 64% 60%

p>>)

The polarization trend in consumer
markets has decreased. In 2010 the
mid-segment has regained share
indicating a possible end-point for
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 this category (statistically not

significant yet)

Market polarization is taking place i the question remains: How does polarization take place?

Source: GfK 30.000er Haushaltspanel ConsumerScan, Basis: 100 Warengruppen, Arthur D. Little analysis
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2 Market polarization i Types of polarization

Three shapes of polarization can be identified in the market, but the diminishing middle
segment can be perceived in each of them Germany

Paper goods Animal needs Sanitary fixtures
L - Shape V - Shape Reverse L - Shape

€ shift of market | slhaég¢ ePdlrami zati on at| pr &misthmfand owards the
mid to bottom segment low ends of market end of market

69% @

2006 2010 2006 2010 2004 2010
A High price consciousness as products show A Consumer demand is the main driver behind A Consumers are putting a strong focus on
only limited differentiation V-shaped polarization reverse L-shaped categories 1 thereby 3
A Brand importance is very low A consumers are willing to pay extra for demand patterns can be identified
A A small part of the consumer has higher perceived added benefit A quality of very high importance (e.g. baby
demands which are fulfilled by experienced A consumers seeing category as a care, touristic)
producers providing value add compared to commodity A Dbrand of very high importance
low segment not being willing to pay for latest product A having the latest products is very
AMid segment | oses frijght ofnnogaionst enceodo as important
consumer are not willing to pay extra for
brand
B Top segment [] Middle segment [ Low segment Source: GfK, Arthur D. Little analysis

11




Arthur P Little

2 Market polarization i Drivers of polarization

Industry maturity, rate of innovation, branding and low cost trade up are the four key
determinants influencing polarization in a market

Maturity of the
industry

Rate of
innovation

Importance of
the brand

Trading up of
low cost
competitors

The maturity level of an industry positively affects polarization: the higher the maturity, the higher the
probability of polarization, c.p.

A Upon higher maturity levels of an industry/category, there is a shift from performance to price-value

A Once highly differentiated products transform into commodities

A Mass products are more likely to be copied by competitors

The rate of innovation adversely affects polarization: the higher the rate of innovation, the lower the

probability of polarization, c.p.

A Ongoing innovation requires significant investment and diminishes cost advantages from low cost
competitors

A Categories driven by repetitive introduction of new products are less likely to polarize

Importance of branding adversely affects polarization: the higher the importance of the brand, the
lower the probability of polarization, c.p.

A Industries/categories in which the brand is a significant part of the offering are less likely to polarize

A Unlike the actual products, brands cannot be easily replicated

A If the brand image contributes to the offering, these categories are less likely to polarize

Trading up of low cost competitors adversely affects polarization: the higher the degree of discount
maturity, the lower the probability of polarization, c.p.

A Industries of a lower degree of discount maturity are more likely to polarize

In industries of a higher degree of maturity a higher rate of innovation is likely

A high degree of discount maturity implies high importance of branding and lower probability of polarization

Source: Arthur D. Little analysis
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2 Market polarization i Critical success factors

Five critical key factors determine the success
their markets

Critical success factors

Anticipate A Develop polarization futures for your industry leveraging insights from comparable industries
industry future A Anticipate future moves of competitors with wargaming exercises
Leverage A Move from market & sell to sense & respond to anticipate changing customer and consumer needs
el EidlElle|aissiy | A Understand willingness to pay and optimize your pricing & margin management
Drive A Move your strategic focus from renovation to innovation
innovation A Link strategy, technology and innovation to avoid me-too copy-cats
Modularize A Modularity of offerings as platform strategies enables for flexible and variable product positioning
your offering without significant changes in the value chain
Flexible A Spin-off separate entities to develop business model in low cost vs. premium segments
business set-up A Value differentiation in asset intensive industries has to be in later value-chain segments

13
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3 how to increase profit and growth i 4 Questions

Marketing has not solely to be seen as the element for growth but further more by applying
appropriate cost control as generator for real value/profit creation

The 3 levers for profit and growth Corresponding questions

How can | increase my revenues?

{ Get more customers J

How do | protect my customer base?

How can | sell with better value?

Keep your existing customers for longer
How can | allocate my resources

to create more value?

Essential: Marketing strategies and actions that deliver superior sales growth but fail to contribute to
profits will eventually bankrupt a company

15
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3 how to increase profit and growth i 4 Questions

In order to unlock further value from your customers and to improve their commercial
effectiveness segmenting your current and your targeted customer base is the starting point

Top mManagement i ssues on fAValue G

Typical questions Arthur D. Little solutions & approaches

ARedesign offer/product portfolio based on customer value segments
ADesign new pricing scheme based on ARPU and usage elasticities
ADesign, test and roll-out ARPU stimulation campaigns

Aldentify customer segments for Cross-&Up-Selling

How can | increase my revenues?

Aldentify, measure and address root causes of churn by value segment

How do | protect my customer base? ADesign and pilot test retention campaigns
AOptimize communication channels

Aldentify impact of channels on acquisition, value increase and churn
ARedesign distribution footprint and formats

ARedesign commissioning schemes with channels

AReorganize and reallocate salesforce

How can | sell with better value?

AAssess and improve promotional effectiveness
ADevelop and implement a Segmentation scheme based on customer value
AReallocate customer care resources to value segments

How can | allocate my costs
to create more value?

Matkefing: ; s 16
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3 how to increase profit and growth i Value Creation Enhancement over Time

In order not to risk revenue stagnation after reaching maturity any company has to optimize
its current and identify new Key Success factors

Value Creation Enhancement over Time Potential Actions

VALUE New

Key Success Factors

Improve your capabilities, optimize
N your current value propositions and
Key Success Factors B identify cross- and up-selling
opportunities through segmentation

Identify new opportunities to
\‘ e e cess Factors diversify your business:
Introduction of new product lines
| Identify alternative sales-approaches & channels
Enter new Markets
Engage in Partnerships

| Time
Growth ' Maturity -

Partnerships or Co-Branded Value propositions can be a very successful leaver in increasing the
attractiveness of your offerings and enabling new revenue streams

= Matkefing:lbdgovo 17
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3 how to increase profit and growth i Segmentation Approach

A grouping of the i dentified -basedmelrustegmeat sa
reduce complexity and be the basis for synergy gains

Needs-Based Clusters Rationale for Clustering

lllustrative

Efficiency A Reduction of complexity of segment-based
Needs marketing
| Corporpte A Clustering according similar needs and buying
Cluster 2 /. — behaviors
Efficiency
Seeker Professionals gluster ::: R
@t orporate A Saves internal resources for segment
voung Ad%s/ _ management
< p Quality
Low High H A . .
— A“a' . Sensitivity A Reduces complexity of product portfolio needed
Entertainment 7 6 I/
Inspired A .
ajth A Basis for targeted market and customer approach
Kids A Can be evolved over time towards a full-fledge
@ v segment-specific approach
Acting according to a sophisticated segmentation approach towards your current as well as your
potential customers will reduce your acquisition efforts and increase convenience

Matkefing:ibdgovor 18



Arthur P Little

3 how to increase profit and growth i Reducing SACs

Following a segmentation approach will not only increase profitability by reducing Subscriber

Acquisition Cost (SAC) but further more Customer Satisfaction llustrative
Reduced Acquisition Cost Dual Impact on Pay-back
SAC impact
I/ b ____________________________________________________________________________________________ _‘-__
a/su .
Incentives [ Payback _,
time span
Advertising
Acquisition
costs
Basis Result Time
Reducing SACs via more targeted approaching will directly hit the bottom line of any business while
extending customer lifetime or increasing the likeliness for repurchases

19




Arthur P Little

3 how to increase profit and growth i Portfolio Optimization

A harmonized two-step approach of Portfolio Analysis and Portfolio Optimization enables
companies the strengthen their positioning and focus on real value creation

Portfolio Analysis Portfolio Optimization

] A In-depth analysis of the current
portfolio and clustering of all products
A iS man ry for identification of th
< s_a_da_toyo detcato of the
= _ optimization potential
o @ P1 D A Quantitative and qualitative criteria
5 S _ 8 should be used as assessment criteria
‘g s °© g and key performance indicators (KPIs)
T E Lo
© o
7 <@ EZ
= 38 Results
O S
. M
3 o A Development of competitive
i P5 advantage
low high A i to-
Revenues ﬁ - A Reduced time-to-market
| == I - .
_ _ Before After A Impr_ovement in process cost
Legend:  Bubble size represents the respective product Legend:  Number of different products (each colour eff|C|ency
sales within a period of time

represents one cluster)

Portfolio Optimization is one of the Marketing disciplines which can help to directly reduce costs
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3 how to increase profit and growth i Co-Operation/Co-Branding

2N

Trends and brand values can be used to deri ve

Growth Platforms Top ranked business
opportunities and
Mass customization, Convenience services clusters
personalization and and life assistance
individualization of
offerings A
_|_
Brand values
Simplification, Interactive networking
packaging and bundling and community g
of complex matters management

Source: Arthur D. Little

21
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3 how to increase profit and growth i Branding: Virgin

When you talk about a successful brand €& one <ca

/ Case Study /
virgin atlantlc‘g - _—

virgin express

money

«/ 5
- @

RADIOFR!EVIRGIN

mﬂauunys

{fr‘f" PVALCATIONS

)
i-.. l :

g 4'
@ B Pl'"wc
Y travelstore
& trains
\'2

W virgin.com

Mk the most of your free time

Source: Company pages, Arthur D. Little

22



Arthur P Little

3 how to increase profit and growth i Co-Operation/Co-Branding

Al Telekom Austria aimed to approach new customer segments and increase their value
creation i ADL developed a cooperation model between them and Red Bull T Red Bull Mobile

Red Bull and Al Telekom Austria Case Study

MESILE “Welcome to my world,
the world of Red Bull.”

Gee Atherton, U
With handsets and tariffs ¢
from Red Bull MOBILE.

MESILE "Welcome to my waorlid

the world of Red Bull
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how to increase profit and growth i Co-Operation/Co-Branding

Services based on 39 party communities with strong consumer brands like Red Bull, offer a
differentiation potential through exciting content and brand experience

. A Exclusive Red Bull content:
Exclusive Red i Red Bull TV, videos,

Bull content interviews, photos, Red
Bull news, events etc.

A State of the art social

Commun Ity network with many functions
incl. friending, user ratings,

r:r_éerL.: and user comments
TO T:‘-lE '\.1;0"3\‘0 g en era‘ted /& User generated content
_ OFREDBULL content (uploaded via handset
( 3 cameras)
News, A News, weather, sports and

other information are
included from local

WEEETS
Spor t s providers

A The operator can integrate

Download value-added services like
' area and free games, ringtones, music,
x . pictures etc. and generate
REAL VIRTUAL 21 Miisbor, Caksheg ' browsmg additional revenues

Red Bull Mobile is an attractive value proposition allowing operators to dilute their dependency
on lead brands and to offer exciting content of sports events worldwide

24
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“If eve rythlng seems under control,
ust not going fast enough""
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The original: Ar t hur D. Little i1 s the worldods first man

Founded in 1886 asthewor | dds fir st man afgne me

Today a premier global management consulting firm with 31 offices
worldwide

Core pillars are innovation, strategy and technology consulting
Serving 75% of FTSE and Fortune 100 companies
A member of the Altran Technologies group

NASA and Arthur D. Little

i Arthur D. Little was hired to assist in the
planning and execution of the Apollo 11
mission
The result: NASA kept their deadline of
putting a man on the moon before the
end of the decade

We are recognized as innovators who keep deadlines and deliver on commitments

[

=" Matkefing:ibdgovornosf hicek in ras 28
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Arthur D. Little i Company profile

The innovator: Arthur D. Little has an outstanding history in innovation

/ Highlights /
1893 1931 1966 1968 1980s 1997-1999 2007-2008
Arthur D. Little Ar t hur D.||Arthut D. Litded Arthur D. Little Arthur D. Little Arthur D. Little Arthur D. Little
rel eas es |QcDhriributes heavily | | helps set up designs the produces the EU6 s | helps develop helps develop and
A Chemi st r|ytotbhefdevelop- OPEC NASDAQ stock first whitepaper Shell 6s roll out hybrid
Paper Miak|i|megtdffiber- exchange systems | | on telecom sustainable digital TV systems
the paper glass for London and deregulation development in several
i ndustryo|s Tokyo strategy countries
standard
reference

1990

1985

1980

1965 1975

1960 1970

1950

1940

1930

1920

1900

Mo t ofirsdb R&D
lab

Johnson &
Johnson and GE
lead to the
development of
modern logistics
management

develops five
key experiments
for the Apollo
lunar landing

launch thew o r |
first fiber optic,
interactive cable
television system
in Japan

0

1911 1951 1968-1969 1976 1997-2001 2008
Arthur D. Little Arthur D. Little's Arthur D. Little Arthur D. Little Arthur D. Little Arthur D. Little
organizes General | |projects with designs and helps design and manages the helps one of the

demilitarization of
the U.S. Armyd s
chemical weapons
program

wor |l dos |
carmakers adapt
a strategy of
reduced CO,
emissions

argest

29
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Arthur D. Little i Company profile

A global player: We have the global reach and local market experience to ensure our clients
achieve their objectives

Art hur D . L |

-
Arthur D Little Europe
North America o
Offices worldwide: 31 *He
LJ
[ ]
. ° - ® e e A Bangalore
Consultants: 800 ) . Y A Beijing
A Boston o ¢ o A New Delhi
Employees: 1,000 A Houston _ .. /A Hong Kong
_ ® Asial Pacific/ A kuala Lumpur
. Middle East ADAS
South America X _ . A Seoul
A Dubai A Shanghai
A Singapore
. A Tokyo
AS«o Paul o 4
A Rio de Janeiro
Europe
A Brussels A London A Prague A Wiesbaden
A Cambridge A Madrid A Rome A Zurich
A Dusseldorf A Milan A Rotterdam
A Gothenburg A Munich A Stockholm
A Lisbhon A Paris A Vienna
www.adl.com Al so at our disposal ar e iAnhotethann® 600 corsutantsd|e r &
worldwide (www.altran.com)

Matkefing-lbdgovorno s 30
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Arthur D. Little i Company profile

Cross-sector expertise: We combine in-depth industry knowledge on the multiple Service
industry with cross-functional expertise to deliver exceptional value for our clients

Linking strategy, innovation and technology

IndUStry Automotive l Chemicals & Energy & Engineering & Public Financial Travel &
Healthcare Utilities Manufacturing Services Services ransportation

Functions | AV '

Strategy & Industry

Organization fhot topicso

&
Information knowledge
Management leadership

Operations

. : . Leadin
Management Functional features, methodologies and best practices g

solutions

Sustainability
& Risk

Technology & Innovation = creating value from ideas

Innovation Mgmt.

1) TIME = Telecommunications, Information, Media & Electronics

31
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Arthur D. Little i Company profile

The Arthur D. Little difference: Our mindset and collaborative approach differentiates us from
the competition T just ask our clients ...

What makes Arthur D. Little different? The way we work

AThinking -th&eBoxd de A Our Side-by-SideE approach
I AArt hur D. Little is genuinely c p minGuatatess thedestfpossibdeicallaporatibne b e st
i ACuriosity and creativity are typic#ifhoelien,, p  Little chara
- . _ i Ensures know-how transfer, feasibility and
A Delivering beyond expectations sustainability
I AArthur D. Little delivers on whpt they promisebo
I Al n ter nmesf foefc tciovset i nsi ghts, Arthuy i ' ' s
i Successful & controlled transfer
A Making things happen 1 focused on the bottom line of know-how & responsibility
i "These guys roll up their -te-badheamde s 1 N an unassumi ng, down
pragmatic way, working side-by-s i de wi t h our manalge nt teamo
A Dedicated people i easy & effective to work with Client
i AnThe folks from Arthur D. Little|lare able to k at al l ev
organization, from the executi vell|lsdArtherr DolLittlee shop |l oor ev
i AArt hur D. Little noiti tomwloy kveorwk 9 |(hf drheimos cl i ent s
A Strong combination of industry & consulting experts _
i A" The team is comprised of highlyy Project progress e X P
deep management experience. They | !

Source: Arthur D. Little client interviews
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Arthur D. Little i Company profile

Leading the debate: Arthur D. Little regularly publishes decisive management theories that
facilitate critical dialogue, particularly regarding strategy and innovation

A selection of recent book releases

N-n..tn! Worvony Wi
Bened Companies

L l
A Managemen

|
of the early ¢ﬁDigitaIvVisi$>nsb

sewsain s

Know Who

Wh a t it

takes

to

Based AKnowl e/d gyRovation N 3 .
Compani dso ) _ Managem ”tsCiages() nHa_nd_booanJafnag|ﬁn|.ga_nd
nPurc_hs!ng‘ ) ﬁManagingﬁManagif{lbem'd's'zed _succ‘essful Medi ao
& Logi s$ticso nStrategl C. ; consulti®Pgoduct so
~ . Sﬂrate ic . premium
Al nnovaltion . . Partnerlsnvlegsstomevntsq‘)ua|iyty()
Management ¢ ABusinepss |
v l'nnovationo Al nnovatligoThe Leadlership
AiSteadiness v culture & idea _Genius of
by chaphgeo AEBusi nesso managemepginpfred P.| Sloapbod
AiGame Theory and ' i
~ v Negotiation Straiegy() l ~
iThe End of Al nnovate
Changed AWhy should anyone MMadedi my Tyeowlouwl ogy

be far &wtripeorr tait ;e o SepaadneyrHs

Matkefing:ibdgc

Since 2000 today
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http://www.amazon.de/Innovation-Premium-Generation-Performance-Profitability/dp/0738201103/
http://www.amazon.de/Einkauf-Produktion-Logistik-Arthur-Little/dp/340911582X/
http://www.amazon.de/Innovation-Quantensprung-Innovati%C3%B6nchen-zielgerichteten-Gesch%C3%A4fterneuerung/dp/3927282944/

