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PERSONALIZING

CUSTOMER
EXPERIENCE

BASED ON CUSTOMER NEEDS

As the largest plumbing wholesaler in North America and a major
distributor of HVAC and waterworks equipment, Ferguson delivers world-
class service. “Nobody expects more from us than we do” is more than
just a tagline to Ferguson associates, and their customers know it. It’s

a cultural belief demonstrated every day through exceptional customer
service, product selection and industry knowledge.
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Today’s savvy, well-informed customers want to do business with companies
that know them and their business needs intimately. With this knowledge,
companies can create personalized experiences that meet customer needs.
But this means companies must dig deeper to learn more about what
individual customers want and value.

It was this intent that drove Ferguson to transform its relationship model to
focus more deliberately on the needs and expectations of their customers.
By thinking outside/in, Ferguson hoped to effectively align account team
resources, improve customer experience and ultimately increase profitability
and share of wallet.

SOLUTION

Armed with a wealth of detail about customers, purchase behavior and customer
perceptions, Ferguson partnered with Walker, who used cutting-edge analytic
techniques to develop a customer needs-based segmentation model. This
segmentation approach identifies the unique needs of groups of customers.
Business needs addressed with this segmentation include:

« Are there subsets of customers with unique needs and characteristics?

Who are these customers?
- What are their needs? What is the basis for these needs?

- How big are the groups?

Several types of measures are recommended to create a successful
segmentation. Walker used the following inputs to build Ferguson’s model:

INTERNAL COMPANY METRICS CUSTOMER PERCEPTION DATA

Leveraging Ferguson’s internal customer Leveraging existing customer feedback
database, Walker analyzed: inputs, Walker analyzed:

- Customer type - Qualitative customer interview

- Customer size sl it

| EisEinEr eealen - Nationwide NPS results

- Financial and purchasing behavior - UEnEEElemEl SU v Eelis

- Sales and profitability

Walker’s solution used cluster analysis, statistical profiling, and predictive analytics to
create usable customer segments and an automated typing tool to drive customer-
focused decisions and strategies. Data from a customer needs assessment was

run through industry-standard clustering algorithms along with post-hoc profiling
algorithms. These analyses yielded five customer needs-based profiles.

INVENTORY PARTNERSHIP PRICE RELIABILITY
FAIR DEAL SEEKER PURSUER FOCUSED FOCUSED
Not too demanding Know what Expects personal ~ Minimal time invested Value
on time, has they want and attention and in relationship building;  consistency
relationships with just need help well-informed, will consistently and accuracy
other suppliers; very  finding it, quickly ~ trustworthy purchase if price is right
aware of prices and accurately associates and product is available

Using internal metrics, Walker then created a predictive scoring algorithm able to
forecast segment membership for all customers.

RESULTS

The segmentation analysis that grouped customers based on their needs and
expectations allowed Ferguson to take specific actions to improve customer
experience.

- Resource allocation: Sales leaders were able to match the right account team
members with the most compatible customer profiles, allowing Ferguson employees
to spend an adequate amount of time with customers.

. Customer messaging: Account teams received profiles and information about needs

for each customer in their portfolio. Team members were trained on how to deliver
on customer expectations for each segment, creating a more personalized and
unique experience for customers.

- Marketing: Ferguson’s marketing team used the customer profiles in aggregate to
tailor marketing messaging around the needs of customers in each segment.

Ferguson’s financial return on personalizing the customer experience based upon
customer needs has been substantial. Test markets implementing the segmentation

strategy have seen a significant increase in sales, combined with a lower cost to serve.
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Ferguson is a top-rated wholesale supplier of commercial and
residential plumbing supplies. They are a diverse distributor
that spans multiple businesses including HVAC/R, waterworks
and industrial.
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