Driving retailer performance
by optimizing promotions

Ira Kurthen, Data Analyst
Daniel Vogler, Data Scientist

Migros-Genossenschafts-Bund
Data & Analytics / Marketing Analytics

Swiss Data Science Conference
Zurich, 23.06.2023

MIGROS



«Das ist eine Frechheit» - Kunde
leert Kiihler mit Aktions-Pommes
bei Migros
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Why Promotions?

Retail channel selection
Product attractiveness

Customer loyalty

Cost w» w»” Benefits
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Controlling - Promotion Success Drivers
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Product cannibalization groups - Intro

- 120000
ORI E—m
géx‘s‘ka\ﬂi N 100000 m ‘

80000 l

60000 .

40000

20000

0

Promotional Baseline Sales  Stockup Effect Sales Uplift Cannibalization Sales Uplift "Halo" Effect Sales Uplift E_E CH
Sales (Products) (Cannibalization (Total Store) Y
Group) B

Cannibalization groups (CG):
» Product groups cannibalizing each others sales
= used for promotion performance assessment, planning, pricing and assortment

Challenges:
= Manual creation and organic growth
= Differentiation between groups
» |ncorrect sorting (outlier)
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Product cannibalization groups — Methodology |
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Flexible model applicable to

regions, seasonalities, customer segments, and other product categories

train model
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Product cannibalization groups — Methodology |l
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dim. reduction

cannibalizing product groups
form clusters

detect outliers
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Product cannibalization groups — Example
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Product cannibalization groups — Example
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Product cannibalization groups — Example
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Product cannibalization groups — Summary

Model captures regionality, seasonality, customer profiles, product _
groups with overarching assortment hierarchy ‘k .:‘--.“ f;’
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» Visual and quantitative analysis of shopping behavior to aid procurement

» Cleaning of cannibalization groups "’

« Redefinition of cannibalization groups ‘." -
O
* Improve KPIs and promotion performance + planning = ™ l
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Promotion Schedule Optimization

Sets
P set of promotions

W set of weeks

Variables
xi; 1€ P,jeW decision variable for promotion i in week j

Should promotion i be planned in week j: Yes (1) or no (0)?

Business Constraints
(~ 180’000 constraints, ~ 68’000 variables)

Store Space Seasonality Related Marketing Campaigns

V- LOVE S  LOVE!

Campaign ‘ Promotion
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Promotion Schedule Optimization — Seasonality Constraints

Hard constraints Soft constraints

= Pros: = Pros:
— useful when there really are hard constraints — detailed promotional performance estimation
— promotions can be fixed in time — risk mitigation (finding “the lesser of two evils”)
— easy to understand and manipulate — data-driven -> scalable
= Cons: = Cons:
— simplification of seasonality phenomena — requires a seasonality model -> more initial effort
— requires either lots of manual annotation or (more or less) arbitrary — may yield a solution “inacceptable” for business

threshold values
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Summary
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We provide data-driven solutions for promotion evaluation and planning

KPIs to accurately assess promotion performance

Capture cannibalization groups

Enable data-driven and fully automized promotion planning
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Thank you to...

...you for your attention!

...all our team members:

Simone Maier Begré
Kevin Bohn

Pascal Bucheler
Theo Helfenberger
Daria lzzo

Kathrin Oestringer
Pascal Sulser

... our business stakeholders

... the Data & Analytics Department & Marketing
Analytics Team at MGB
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