— Simon

Segmentation in 2025:
Strategies, Tips, & Tools

for DTC Marketers
(=)
......... S=— -
S e
@ - o
S = ]
-




= Simon

Introduction

The promise of personalization is alluring: imagine a complete one-to-one experience for every customer,
completely optimized and driven by every detail and data point about that person - who they are, their
interests, their needs and previous actions or inactions.

This picture has long been a collective pipedream among marketers, achieving it has been nearly impossible
for many organizations.

At Simon Data, we define personalization as any experience that is delivered to a person based on
known data about them. By that definition, personalization strategies can exist on a spectrum:
they can be one-to-many, one-to-few, or one-to-one. For this ebook, we focus on one-to-few
personalization strategies—and it all starts with segmentation.

There are many solutions designed to make personalized marketing easier—but the most valuable among
them are audience segmentation tools. With these, marketers are able to cut through the complexity of their
markets and develop personalized messaging strategies that lead to revenue.

This ebook will walk you through the end-to-end process for developing your personalization
strategy, determining how to segment your audience, the tools you need to execute, and how you
can overcome some of the biggest personalization challenges that B2C marketers face today.

Make data simple

You'll also learn how a customer data platform (CDP), like Simon Data, can help you unify your customer data
from any source, and make it easily actionable for your marketing team.
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How to build a personalization strategy from scratch

How to build a personalization strategy
from scratch

The companies that are seeing the most ROI from personalization know two secrets: First, successful
personalization relies on your ability to use data to answer questions about your customers. And
second, in order to see value from personalization, the strategy has to be inherently customer-
centric, rather than business centric.

Here’s what we mean by that: Sure, your business-centric goal may be something like “increase

the number of second purchases among new customers,” but a customer-centric approach requires
you to work backwards to understand the different segments that exist within that new customer
audience, and the different reasons they aren’t or are making another purchase.

Put simply: Building a customer-centric personalization strategy begins with obtaining a deep
understanding of the different types of consumers that are interacting with your brand,
and identifying how and why they differ from one another.

There are reasons why some people take one action, and others don’t. Your job is to uncover why
those differences exist, and by doing so, you can use those insights to create relevant, personalized
experiences that provide value to those segments and drive the action you want them to take.

And if you're feeling overwhelmed by this mandate, we totally getit. There are, after all, a myriad
of channels and campaigns that offer opportunities to personalize the customer experience for your
key segments.

But instead of personalizing all the things, or focusing on only what's easiest, (we see you, %First
Name!) our advice is to use your customer data to identify the largest or most valuable customer
segments, as well as the problems that matter most to them.

If you can focus on solving those customer problems first, Pinsn““li mmﬁm

then, as personalization is used to solve one problem, then
the next, and so on - you’ll eventually end up with a net
different experience that’s personalized for a large swath
of segments. This leads to all the metrics that marketers
love to see: lower acquisition costs, increased LTV, AOV—
and ultimately increased ROI for longer periods of time

and across all marketing efforts.
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How to build a personalization strategy from scratch

Step 1: Determine your key customer segments

The first step, of course, is to uncover which of your customer segments and experiences are fit
for personalization.

Most e-commerce marketing tools provide some basic, pre-built customer segments created using
a combination of behavioral or demographic data like high LTV, cart abandoners, shoppers based in a specific
location, category-specific shoppers, discount shoppers. The list goes on.

And while you can start with these out-of-the box segments (we offer them too!), you may find more benefit

from starting from scratch. After all, your brand and your customers are unique, and the way you define your
most valuable customers may differ from other businesses.

Consider the following 30 questions about your customers. The answers to these questions can inform
the way in which you build your segments, and illuminate the experiences for which you want
to personalize.

Who are your users? What are their needs? What’s their experience?
» Who are the general sets of users « How are your customers’ needs » How s asingle, static experience
engaging with your site? different? not relevant to them?
» What are their behaviors? » What are they trying to achieve? » What parts of their experience

are misaligned?

What are they doing while they’re What problems are they trying

onyour site? to solve? « At which points in the customer
. . experience do the largest number
» What makes your users different? Do they have different goals from of users fracture?
other users?

» Which data describes

or highlights their differences? * How do your user journeys differ

from one another?

Are they able to achieve the same

oal in a different way?
» What types of devices are they 9 Y

using?

* What is similar about them?

Or, alternatively, do they achieve
different goals in the same way? » Do different users conduct
different journeys?

What are their demographics?
+ What motivates their ability
to achieve their goal? » What can be done to address

» Do they demonstrate affinities customers’ different problems

. + What prevents them from being ; 2
el e el ayerets able to achieve their goal? and varying needs

» What are their firmographics?

2 . . e
of content or products? « Given the differences within
« Or do they show affinities for certain your customer segments and
attributes of products or content? the problems you've identified,
what experiences need to be
» What is motivating them? built to solve them?
* What are their occupations? « Can adynamic experience solve

the problem for everyone?
What is the projected ROI?

Is it worth the effort?

» Where are they located?

« Arethere any cultural expectations
you should be mindful of?
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How to build a personalization strategy from scratch

Step 2: Design personalized experiences for each segment

Of course, it can be difficult to turn the responses to the previous questions into an actual strategy.

Many of our clients find that organizing their thoughts in response to so much data can feel overwhelming.

2 e

Here’s a little template we put together to show how we approach the task of ideating personalization

campaigns, and an example of it in action using our previous case of driving second purchases within a new
customer audience.

The Personalization Template

Initiative: Brief description of high level initiative

Goal: Sentence outlining the specific and measurable goal or task at hand.

S Differentiators Motivations DataPoints Data Sources Current State Persqnallzatlon

sub-segments Solution(s)

Customer group What What's Which data Where does How is the Solutions for

you're targeting differentiates motivating points thatdatalive?  current static personalizing
themfromother  themtoact?  describeor experience the experience.

And/Qr statement  cstomer highlight their not relevant

articulating how segments? attributes? tothem?

it’s defined.
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How to build a personalization strategy from scratch

In Practice...

Initiative: 2nd Purchase Engagement // New Customers

Goal: Increase engagement among new customers to drive a second purchase within the first 30 days after first purchase.

Segments or
sub-segments

New Product
Finders

Defined by:
First purchase
date is within
30 daysago
AND
purchased
product SKUs
were added
within the last
60 days

Single-Minded
Shoppers

Defined by:
First purchase
date is within
30 daysago
AND

has at least

3 sessions
browsing

[X product
or product
category]

Discount
Shoppers

Defined by:
First purchase
date is within
30 daysago
AND redeemed
promotion AND
engaged with
promotional
emails

simondata.com

Differentiators

Primarily
interestedin
new products

Primarily
focused on
single product
or product
category

Generally only
convert when
products are
onsale

Motivations

Users want
toimpress
family and
friends with
the latest
style or
gadget

Users want
to save time
by quickly
finding and
purchasing
aknown
product

Budget
conscious
users that
want to buy
premium
products

while getting

agreatdeal

Data Points

New User Flag

Referring
Channels

Search
Keyword

Conversion
Source

Purchase
History

Category
Affinity

Price Point
Affinity

Browsing
Behavior:
Last Product
or Category
Viewed

Coupon
Redemption
Rate

Email
and SMS
Engagement

UTM Tags

Data
Sources

E-commerce

Website
Browse
Activity

Email
Marketing

SMS
Marketing

Advertising
Channels

POS

Current State

Majority of
email and SMS
communication
focus on
promotions
rather than new
products

Email imagery
and messaging
not specific

to desired
product affinity

Not everyone
relates to

the same
promotions
the same way

Personalization
Solution(s)

Prioritize sending
dynamic email and
SMS communica-
tions focused on
new products

Dynamic homepage
content promoting
new products

Custom ad audience
and content focused
on promoting new
products

Dynamic email and
SMS communication
based on product
affinity

Replenishment
campaigns when
supply is perceived
to below

Dynamic homepage
promoting add on or
related products
based on previous
purchases

Ad content
promoting add on or
related products
based on previous
purchases

Dynamic discounts
ranging from 10-35%
sent to top priority
customers based on
engagement, AOV,
and LTV

Dynamic homepage
content promoting
latest discount
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How to build a personalization strategy from scratch

This is a simplified approach. In reality, each statement should be aligned with quantitative and qualitative
data. For instance, if you’re using data to define your segments, then the key differentiators should be
reflective of the factors that define each segment or include additional metrics to further profile each group.

Once you have your list of target segments or sub-segments, and have come up with viable personalization
strategies, you can then prioritize them by comparing the perceived level of effort required to launch
the desired experience for each group against the estimated return on investment (ROI).

Step 3: Identify the data you need

When marketers are grappling with building a personalization strategy, they often need to ask themselves
some very hard questions pertaining to data. Questions like:

+ What kind of datado | need? « Dol have enough of it? + How doleven know if | have enough?
» What data am | missing? « Where do| find the data? » Canlaccess this customer data today?

Because you’re building a personalization strategy that’s based on the idea that different customers need
different experiences, the data you collect should help illuminate the differences that exist between customers.

Identifying the exact data points or attributes you need to drive these differentiated experiences depends
greatly on your business, your products, and your customers. They generally fall into a few categories:

S o

Engagement Identity and Location
Where and how did they engage? Who is the customer and where are they located?
e.g. Mobile/iOS, Email, In-App e.g. Customer Name, Email address, Location,
Cookie ID
N ' 4
Event Event Context
Did an action occur or not occur? What information describes the event?
e.g. Click, Abandoned cart, Abandoned check out, e.g. SKUs, Campaigns or Promotions
Purchase

simondata.com 8
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How to build a personalization strategy from scratch

*+  Raw data alone isn’t always the most useful. Using a customer data platform (CDP)

helps transform the raw data from any source into unified customer profiles so that
it’s more useful and descriptive of the characteristics of your customers.

The importance of contextual data for segmentation

Contextual data is information that provides a broader understanding of an event, person, or item. Customer
segments are often built around high-aggregation data attributes—such as whether someone is a new or
returning user—but the more contextual data you gather about your customers, the more effectively you can
target and time your personalization campaigns.

Contextual data can influence which segment a customer falls into, the timing or frequency of your
messages, the channels you use to deliver the message, and the context of the message itself.

This type of data can include things like weather, traffic location, seasonality, past purchases, preferred
channels, and more.

| Think of the qualities and characteristics of your customer segment as the yolk of an egg.
The contextual data is the white surrounding it. Without one or the other, your egg is incomplete.

Here are a few types of contextual data

. . Content/Product Affinity: What content
Preferences: What are their shopping, .
o or product types have they engaged with
communication, channel preferences?
or purchased?

Price Point Affinity: What relative price

attributes of the content or products points have they bought or browsed?

i Attribute Affinity: What descriptive
do they gravitate towards?

Time Indicators: What is the time of day, x Geographics: Where are they? Are they
day of the week, and/or month of the year? always in the same location or different?
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How to build a technical foundation
for personalization

A solid set of customer data is only the beginning. You can’t create customer segments with rich contextual

data without the right technology in place. You need the right tools to be able to collect and make use of that

data in order to bring your strategy to life.

Your technical foundation for personalization depends greatly on your company’s data infrastructure,

available technology and configuration, budget, revenue goals, the way your internal teams are organized,

and data governance.

In order to run sophisticated segmentation and personalization strategies, you need a tech stack that

allows you to do several things:

01.

0s.

04.

Connect your customer data

It’'s essential that your tech stack be able to connect and centralize your customer data, and make it easily
accessible to your marketing team. By doing this, marketers can more easily recognize patterns in behavior,
create custom segments, and deliver personalized messages. In short, it will help you gain a comprehensive
understanding of your audience and act on those insights.

. Manage customer profiles

Creating unified customer profiles enables you to see a detailed view of user activity, preferences,
and interests, so you can engage your customers with highly targeted and personalized touchpoints.

The right tools will offer user profile management features that allow you to track user progress. This will help
you optimize your campaigns and adapt your messaging as needed to deliver the best customer experiences.

Orchestrate and deliver personalized experiences

By combining user data, segmentation, and predictive models, marketers can create experiences that are
tailored to different customer needs and preferences, with the right message at the right time. This leads
to increased customer engagement and loyalty, driving more conversions and revenue.

Access real-time reporting for quick analysis and segmentation

One of the greatest competitive advantages in any market is being able to react to real-time information
as it comes. By responding quickly to changes in customer behavior or interests, you stay at the top

of customers’ minds and continue to create valuable brand-to-customer touchpoints that lead them down
the lifecycle journey.

simondata.com 10
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How to build a technical foundation for personalization

With all this potential value, the next question is: Do you have the right layers in your tech stack
to facilitate the end-to-end segmentation process?

Layering tools to build unified, actionable customer profiles

The best way to approach the segmentation and personalization challenge is by combining a cloud data
warehouse (CDW) and customer data platform.

“g Cloud data warehouses

Cloud data warehouses (CDWs) are cloud-based databases that store valuable data from nearly
every part of the business, including first-party customer data. CDWs were primarily constructed

as a business intelligence tool, and access to the data is oftentimes limited to IT, engineering or other
technical gatekeepers.

To putitin laymen’s terms, think of your CDW as your dad’s garage. It’s completely chock full of valuable
stuff, and a total mess - rendering it completely impossible for anyone who’s not him to find anything.

So while CDWs provide a centralized source of customer data, supporting activities like personalization
and segmentation requires brands to invest in technologies that integrate directly with a CDW,
like Simon Data, to enable marketers to access and use the data within.

@

=2 Customerdata platforms

Customer data platforms are designed to integrate zero-, first-, and third-party data to create unified
customer profiles that are easily accessible and usable for marketers. As a customer data platform
unifies data across digital touchpoints, it provides a more comprehensive view of your customers,
making it a great addition to any tech stack.

CDPs provide marketers with a centralized source of customer data that can be used to create targeted
campaigns and deliver personalized messages to customers. Additionally, customer data platforms
allow for real-time reporting. This is great for marketers who want to pivot quickly as changes happen.

While the platform type is important, it’s the features that make or break a CDP’s ability to carry your
segmentation strategy to the finish line.

simondata.com
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How to build a technical foundation for personalization

Achieving data fluidity

Ensuring data integrity when moving it between
sources is challenging for even the most sophisticated
marketing teams. This is because data-driven
marketing involves many moving parts.

Data captured from one source may be formatted
in a certain way, but it might need to be formatted
differently when sent to another channel. The datain

your data warehouse could require continuous hygiene.

A major value-add of Simon is that we are schema-less. No transformation needs to occur before the data
comes into Simon.

Orchestrating these moving parts requires a tremendous amount of coordination across business groups
that may not have the same resources or skills to make it happen. When your tech stackisn't unified, it can
mean constant issues with SaaS sprawl and siloed data.

And staying compliant with relevant data security regulations, such as GDPR and CCPA, adds an extra layer
of complexity that can't go ignored.

So how can marketers handle all this? Defining the parameters for your data integration is a good starting
point. Here are three primary considerations:

0 How you plan to handle identification and unification across channels

Identifying and unifying data across channels is critical for achieving data fluidity. This is because
customer data captured from one channel (such as website visits), must be connected to customer
data captured from other channels (such as email activity).

This process of linking data from different sources to create a single customer view is called data
unification. Data unification helps create more accurate customer profiles, which can be used to
personalize marketing campaigns and provide more relevant experiences for customers.

simondata.com 12
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5 points to consider when evaluating a CDP

‘ Which unique identifiers will be used to stitch the data back together

Marketers need to pinpoint identifiers to stitch their data back together.

Using unique identifiers to match your customer data across different systems and sources (such as
website visits, purchases, and email activity) allows you to create accurate customer profiles. Without
them, it’s virtually impossible to create unified customer views or optimize your marketing strategies.

These essential identifiers also help you ensure compliance with relevant data privacy regulations.

‘ How granular your data needs to be in order to take action on it

Knowing how granular your data needs to be is paramount in data-driven marketing—particularly when
it comes to targeted content. Data points such as users’ behavior across different channels and their
history with your products or services can help you decide how to approach content personalization
and marketing campaigns.

But consider how granular your data actually needs to be in order to take action.

Point-of-sale data may enable you to access every single transaction a user has made on your website
—but do you really need that level of granularity for sending targeted email content? Or do you simply
need to know what types of purchases the user typically makes?

S points to consider
when evaluating a CDP

When you add a new customer data platform, it's
important to consider the technical complexities

of the implementation. Successfully building your tech
stack will require a combination of data engineering,
cloud infrastructure, and marketing insights to ensure
the platformis configured to serve both your current

and future needs.
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5 points to consider when evaluating a CDP

Use Cases

Consider your use cases: The most sophisticated features won’'t do any good if they’re not the ones that will
work best for your business model. Think about how you will actually use the platform.

Say you want to send emails to your customers based on which products they’ve been browsing on your
website. Or maybe you'd like to have an expert reach out with a tailored email or call based on the content
a user is engaging with.

Starting with your use cases, you’ll be able to uncover which customer data platform features are must-haves
rather than just nice to have.

Questions to ask:

® What does your personalization / segmentation practice look like today?

® What needs to change?

® What are the key customer experiences you want to prioritize?

® How will you measure success?

e What data sources or channels need to be integrated to power your segmentation strategy?
e How will you define segments, develop rules, and ensure they remain up to date over time?

® What will you do with the insights the platform provides?

Future-Proofing

Always think ahead: When building your tech stack, don’t limit your thinking to current needs. Consider
investing in tools that handle emails, call center data, or any other channels you may want to build into your
marketing and personalization strategy over time.

Being proactive about knowing where your current strategy is headed, as well as which way your target
market is moving, will prove invaluable in planning out a layered tech stack that’s built for the long term.
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5 points to consider when evaluating a CDP

Questions to ask:

e Which channels can the platform support?

® Which channels do you use now?

e Which channels are you likely to use in the future?

e Will you need additional integrations or services to accommodate these channels?
® What are the limitations or challenges specific to your use cases?

® |[sthere away to support scalability if your customer base grows significantly?

Integrations

Ensure total integration: To get the most out of your tools, make sure you can integrate these technologies
across all your digital properties. This includes being able to create a unified profile for each customer and
enrich that profile with additional data sourced from multiple channels.

Questions to ask:

Can you integrate the platform with any third-party tech, such as a customer
relationship management platform (CRM) or analytics system?

e Canitintegrate with third-party platforms or applications, such as Salesforce or Shopify?
® How does the tool bring in outside data if there is not a pre-built integration?

® Does the tool allow for webhooks or other notification systems to trigger actions when certain
events occur? Think about user sign-ups, purchases, support tickets, etc.

® Doesit perform real-time data updates or batch data updates?
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5 points to consider when evaluating a CDP

Security & Compliance

Consider security and compliance needs: It is essential to recognize the importance of customer privacy
and regulation compliance when selecting and implementing a customer data platform. Above all, ensure that
the platform you choose is compliant with GDPR and other regulations, and be sure to understand what kinds
of customer data it is working with.

Questions to ask:

® What security protocols are in place to ensure the safety and privacy of your customer data?
® Does the platform comply with relevant regulations, such as GDPR or CCPA?
® How is the customer data stored and accessed?

® What processes are in place to update the platform and customer data?

Machine Learning

Machine learning algorithms: ML algorithms are often used to deliver personalized content “automagically.
Their output may look similar to segment-driven campaigns, but these algorithms are used to predict
the optimal content for each visitor by evaluating customer data in real time.

If you want to get sophisticated, look into whether the tool can be used for a multivariate approach, to give
you more control over which data the algorithm uses and help you fine-tune its application.

Questions to ask:

© Does the tool have an automated personalization algorithm
(that is to say, an online learning model)?

® What type of model underlies the algorithm?

e Can you customize which data attributes are used by the algorithm?
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Achieve advanced segmentation and personalization at scale with Simon Data

e Canyou ensure certain attributes are always included or actively excluded?
e Can you choose between different algorithms and/or test them against each other?
® What information is provided about the performance of the model over time?

® What information is provided about data attributes in relation to the model’'s performance?

| Data technology can be a powerful tool in creating efficient, personalized customer experiences—
but only if it’s used correctly.

Achieve advanced segmentation and
personalization at scale with Simon Data

How Simon Data is different

Simon Data is more than a CDP. We give marketers the data,
technology, and expert resources they need to stop guessing
and start delivering what customers want.

Our comprehensive approach to driving customer lifetime value
sets us apart — we act as a proven partner who'’s transformed
customer marketing for leading brands. Unlike traditional CDPs
that leave you to figure it out alone, we’re with you every step,
from strategic planning to campaign execution to measuring ROI.

Our hands-on approach ensures you implement the right
solution while building a sustainable, revenue-driving customer
marketing program focused on results, not technology.

Brands that trust Simon Data

.
asos TRGAE MATTRESSFIRM wework BARK: RESY SPANX \ iers...
EQuiNox @D  Thix!  @oatcHm  AWAY  Llus  TECOVAS
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Achieve advanced segmentation and personalization at scale with Simon Data

What we offer

R A Wegobeyond standard CDP
¥ M capabilities

We tackle the complete marketing
personalization challenge by helping you:

e Unblock your customer data and make
itinstantly actionable

» Simplify complex marketing workflows
into intuitive processes

 Put creativity and experimentation back
into enterprise marketing

* Drive customer lifetime value —
guaranteed

_A We maximize the value of your
mil  cystomer data from dayone

We focus on business outcomes that deliver
the customer marketing program you need.
We help you:

« Connect all your data from your cloud
data warehouse and anywhere else your
customer data lives

» See acomplete, actionable view of your
customers directly in our CDP

» Establish the foundation for
sophisticated personalization that
drives results

simondata.com

g We offer a complete set
of resources under one roof

We support our clients through every stage
of their customer marketing journey — from
strategy to implementation to supporting
or building your campaigns with data-driven
campaign insights and specialized
expertise. We're sort of like an agency

with customer data in its DNA.

We empower you with advanced
data capabilities and Al

Our connected composable architecture
allows marketing organizations to have
access to more data. When combined with
advanced Al capabilities in our platform, you
gain deeper insights into customers and
their behaviors to deliver better, more
personalized marketing campaigns and build
a true competitive advantage.

From faster access to insights to uncovering
details about your customers through
advanced Al offerings, Simon Data’s CDP
makes your customer data even more
valuable.
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Achieve advanced segmentation and personalization at scale with Simon Data

Our lifecycle services approach

Every organization has unique needs, so we tailor our partnership to match your goals. Our team assembles
the right combination of:

» Technology to drive your specific use cases
 Strategic resources to guide your personalization journey

» Expert support to ensure your success

Whether you’re beginning your customer data journey or ready to optimize existing campaigns,

we bring the proven strategy, expertise, and tools to maximize your customer lifetime value
from day one.

Take a virtual tour of our platform or book a demo today!
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