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Gravity as a recommendation engine provider generates $4-6 revenue per 1,000 

recommendations for his clients in various industries like e-commerce, video 

sharing, online publisher, travel, classifieds,  etc. 

Selected results from recent A/B-tests for various KPIs:  

• P&G: 6-8% total upsell through recommended products 

• Dailymotion: 12%-22% increase in CTR (click-through rates) 

• OLX Brazil: 230% increase in conversion 

• Allegro: 50%-80% increase in GMV (gross merchandise volume) 

• eMAG: 62% increase in GMV, 71% increase in global CTR 

Gravity R&D 



Personalization in Retail 

There are several BI related tasks in retail for optimizing 

the cost of operation. And there is usually a well defined 

cost function which can be optimized. 

 

Personalization is a marketing tool where the target is to 

entice more customers to the store which is difficult to 

simulate and test because user behavior is complex and 

constantly changing. 



Age of customers 

The customer wants simply to shop. And they are 

demanding regarding the customer experience. If it’s 

more convenient to store elsewhere they just go 

elsewhere. And customers are more connected so they 

have influence. 



Shading borders of online and offline 

Retail industry has it’s hundred years old traditions and 

experiences so it moves slower than new online 

companies. 

It’s also harder to imagine in the offline world (e.g. while 

walking in a huge hypermarket) what does that mean for 

the retail business. 



Recommendations are everywhere 
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Intent: checking 

personalized offers 

She selects a few 

digital coupons 

Personalized deals 

via mobile apps 

Web impacted 

physical shopping 

User specific discount  

Loyalty program 

for user retention 



What they expect in exchange for personal 
data 
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Welcome in store, and 

automatic discounts at 

checkout 
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Website optimizes 

for desktop, tablet 

and mobile 
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Promotion for items 

they strongly 

consider purchasing 



The building blocks 

Loyalty program 

Cleaning & Analyzing data 

Designing proper measurement 

Personalized couponing 

In store (offline / online) recommendation 



The foundation is the loyalty program 

Individual shoppers can be identified, POS data are 

captured, organized and integrated in a way that can be 

analyzed. 

 

 

Loyalty cards POS + promotion 

engine 
Customers + 

Transactions 



Get to know your customers by analyzing 
their transactional data 

General data mining tasks: data cleansing, customer and 

product segmentation. 

 

Build a measurement system where you can prove or 

deny hypothesis during normal operation.  



Bring customers into the “store” 

Coupon in retail industry functions as a form of price 

discrimination, enabling a retailer to offer a lower price 

only to those customers who would otherwise go 

elsewhere. 
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Increase in visit number is positive even if the avg. 

basket size decreases but the total amount stays 

constant because there is more opportunity for upsell. 



Serve the customers in the store 

Increase basket size by 

recommendations 

generated by algorithms. 

• Relevant 

recommendation to find 

promotional product 

• Reminders to not to 

forgot products usually 

bought 

 

 

 



Good measurement is indispensable 

Do not grope in the dark. If you try something you have to 

measure it’s effect. 

 

 

Define the target 

KPI 

e.g. increase the 

number of 

transactions 

Run an A/B test 

with a control 

group 

Measure the 

effect on the 

target KPI directly 



Results 

Which campaign was better? 

 

A: Target group size: 1023, conversion rate: 15,4% 

 

B: Target group size: 3235, conversion rate 2,7%  
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We don’t know it from this numbers! 



Results 

If we look at other numbers we can see, that: 

 

A: there was no additional visits, the customers used they 

coupon on they regular visit. 

 

B: the visit number was 6% higher than expected, so 

there was additional visits generated. 



Results 

With right targeting we were able to generate about 12% 

visit increase in the targeted customer groups compared 

to the not targeted control group. 

 

The customer reaction highly depends on the behavior of 

the targeted customer segments. 



Factors to be optimized for targeted 
campaigns 

• Targeted customers 

• Duration of the campaign 

• Timing (e.g. which day to start on) 

• Frequency and # of consecutive promotions 

• Total promotional value 

• Way of communication 

• SKU or Subfamily level 

• Location 

 



Thank you! Questions? 

Consistent corporate image 

over channels 

Relevancy of promotions 

Personalized offers 


