One to One (Take Two)

By  Paul Herbig

Marketing that is relevant to each specific customer dramatically increases ROI because the content and offer in each message is personalized, custom-tailored and targeted to each individual. 

Your customers will take action, your response rates will increase dramatically and you'll rapidly achieve your sales and marketing goals.

Like many things in life, one-to-one marketing is a lot easier to describe than to actually do. By treating each customer as an individual, you gain a customer's loyalty, and hopefully a lifetime of sales.

By using customer databases, marketing messages — and, occasionally, products or services — can be personalized to each customer. One-to-one marketing is the final step in refining target marketing to an extremely segmented consumer marketplace.

------------------------------------------------------------------------

When your customers come from only a few small consumer segments, personalized marketing may make sense, because more precisely tailored marketing messages are usually more effective. But if you don't follow through on your commitment to build and maintain a database, you lose the effort and money you've invested.

Does it belong in your plan? Each business eventually has to decide whether it makes sense to allocate part of its marketing budget to creating, maintaining and using a customer database for one-to-one marketing. It may be smarter to stick with traditional print or broadcasting messages. There are a couple of questions to consider when making that decision.

What do you know? Some businesses know a lot about their customers; others know very little. Often businesses that sell basic "stuff" like food, clothing or home furnishings have information about where their customers live and what they buy. They could easily use that information for one-to-one marketing. A bookstore, for example, could send a post card or e-mail to past buyers of mystery novels announcing that a new shipment of mystery books has arrived.

That can work because:

*


The business offers many different products offered, such as a bookstore with many different titles;

*


Inventory changes and customer visits can be frequent;

*


In most cases the type of product someone buys (a novel, a pair of shoes or a piece of furniture) is not too personal.

On the other hand, if what you offer does not change much from month to month, then personalized marketing may not be cost effective. And stay away from personalized marketing if you deal with sensitive or confidential data such as medical or financial information. Customers like to receive personalized messages, but not too personal!

What do you want? If your business is as big as you can handle, then investing in a customer database to make your business grow is probably not a good idea. If, on the other hand, you believe that there is potential for increasing the size of your business and believe that one-to-one marketing can work for you, then begin to create a customer database.

But, by all means, proceed slowly. Some small firms have spent the equivalent of their entire year's marketing budget on software and database services only to find out that the expense of maintaining such a big system is more than they can afford. Geographically code a few of your customer addresses to census geography to see what demographic segments are relevant. Use the Demographic Profiler, and Demographic Trends tools on this site to study your relevant segments. Test a targeted marketing message to a few hundred customers and see what happens.

Who maintains the customer database? It's very important that you commit to maintaining a customer database once you've started. Can you handle the chore internally? For some businesses, maintaining the customer database is so important it's considered a core activity of the business. For others, database maintenance falls too far outside the available expertise on staff, and is best left to knowledgeable outside vendors.

THE VISION OF ONE-TO-ONE MARKETING, a concept that has gained new vigor in the interactive age of online marketing, has captured the imagination of managers, students, and educators. Although target marketing and segmentation based on usage profiles, loyalty, and benefits are not new, the Internet has made it much easier to reach individual customers. The idea is that a firm learns the preferences of each customer, thereby creating an insurmountable barrier to competition. Theoretically, a firm can predict what customers will want before the consumers are even aware of their own needs. But that, warns marketing professor Itamar Simonson, is unrealistic.

Recent studies on buyer decision making suggest that these predictions are exaggerated and create overblown expectations, says Simonson. One-to-one marketing would be the ultimate approach if customers made clear, consistent choices. But not only are buyers frequently unable to explain their own buying decisions, a great deal of research reveals that people's preferences are often fuzzy and unstable. "The weak link in this vision of the future is buyer preferences," Simonson says. "Unfortunately, advancements in technology and the Internet are unlikely to change some basic limitations of those preferences."

Why? First, we now know that buyer preferences are often determined by the options customers are shown and the way in which products are presented. In one study, Simonson and a colleague asked a group to choose between $6 cash and an elegant Cross pen. They asked a second group to choose between $6, the pen, and another less attractive pen. Almost no one in the second group chose the less attractive pen, but it made the first pen look like a bargain. A significantly higher number of consumers in the second group chose the Cross pen over the $6.

Second, customers frequently don't know the value of products and must rely on comparisons set up by the retailer to determine if an offer is "a good buy." Williams-Sonoma, a San Francisco mail-order and retail business, used to offer one $275 home bread maker. Later, a second bread maker, which had similar features except for its larger size, was added. The new item was priced more than 50 percent higher than the original. Not many of the new, relatively overpriced items sold, but sales of the cheaper bread maker almost doubled.

Third, shoppers tend to compromise. In another study, Simonson had a group of consumers choose between two Minolta cameras, one more elaborate than the other. A second group chose among three cameras, including an even higher-end Minolta. In the first group, buyers were evenly split between the two choices. But the addition of the third camera in the second group boosted the share of the mid-priced camera at the expense of the cheapest camera, demonstrating that a company can steer buyers to higher margin products by adding expensive products to the mix.

Fourth, the manner in which products are presented also affects preferences. When products are shown together, consumers tend to choose more on price than brand. When products are displayed sequentially, consumers rely more on brand and less on price. Thus, less expensive products will do better if presented on the store shelf next to more expensive, better-known brands, rather than on end-of-aisle displays.

Consumer confusion due to information overload is even more likely to occur on the Internet. In yet another study, Simonson and a colleague examined 500 online auctions of new DVDs, CDs, and books. In 494 of the 500 auctions, the winner would have paid less by buying the identical product from online retailers.

Marketers will be ill-advised to assume that simply adopting one-to-one marketing via the Internet will dramatically change the basic rules of competition. Results are likely to be more impressive if they combine customer knowledge with an understanding of what influences buyer decisions. A wine seller who not only relies on a consumer's demographics and purchase history but also manages the set of wines presented on a screen or catalog page is likely to have greater success.

What is One-to-One Marketing? 
It is an approach that concentrates on providing services or products to one customer at a time by identifying and then meeting their individual needs. It then aims to repeat this many times with each customer, such that powerful lifelong relationships are forged. As such it differentiates customers rather than just products. 

One to One Marketing is more than a sales approach. It's an integrated approach that must permeate all parts of an organisation: marketing, sales, production, service, finance, etc.. In fact, One to One Marketing needs to come the guiding vision that drives the whole company. One to One Marketing recognises that lifetime values of loyal customers who make repeat purchases far exceed that of fickle customers who constantly switch suppliers in search of a bargain. This is particularly true within financial services where the customer acquisition costs are very high. 

Whilst at first the concept appears to be only suitable for a niche market of rich clients, modern information technology, particularly the new interactive mediums, provide an opportunity to bring personalised and customised products to the mass market yet at a mass produced price. This is called Mass Customisation. However, it does require new thinking that breaks away from the traditional concepts of mass marketing and mass production.

One of the most significant challenges facing the aspiring enterprise is identifying means of enhancing dialogue with its customers. In order to build lasting and profitable customer relationships, companies must interact with and learn from their customers. Too often, though, companies are handling this task poorly. They haven’t figured out how to capitalize on the powerful tools that are now available to them. But that is starting to change.

Personalized Human Assistance via the Web 
Take American Finance and Investment, Inc. (AFI), a top provider of Web-based mortgages. It has discovered a new way to enhance call center interactions with its customers. AFI offers its customers an efficient and cost-effective means of shopping for a mortgage loan, but recognizes that human interaction is still critical to a final decision for most people. It now offers its customers an immediate phone connection – at the moment of need – and an opportunity to see personalized, visual, explanatory materials on the Web as the conversation takes place. 

Using “teleweb” technology from Webline Communications, AFI enables its customers to hit a “callback” button on the Web site to request immediate human assistance. Instead of just putting marketing materials up on the Web (or mailing them out, as traditional competitors do), AFI can engage the customer in a conversation that includes the online exchange of files and Web content. This enables the customer representative to explain the company’s products and terms in a powerful way, leading the customer to materials of particular relevance. 

Reps can also demonstrate various loan options by sharing real-time calculations of different mortgage loans that reflect the customer’s own needs and credit rating. “We think it has done a fantastic job of helping us market directly to our customers,” Jack Rodgers, president of AFI, told us. “We can make contact at a critical time in the sales cycle, and close the sale.”
Dynamic and Personalised Calling Scripts 
Another interesting provider of interaction enhancement capabilities is Sky Alland Marketing. It has developed a capability called “Smart Talk.” It stems from the premise that good dialogue is good marketing. At the heart of Smart Talk is good database management, because the technique won’t work unless you can readily “infuse” your calling script with relevant, personal customer data. In a Smart Talk scenario, information captured during previous contacts with the customer is fed into the calling script, creating the potential for a true one-to-one dialogue. Sky Alland relies on Smart Talk to build customer relationships for clients such as Porsche, Mitsubishi and Owens Corning. 

In the case of Mitsubishi, Sky Alland captures customer phone contacts verbatim, yielding a treasure-trove of information that can be passed along to a local dealer or worked into the script of a future outbound call. Smart Talk empowers the caller to engage in a personal, intelligent conversation with customers about their specific concerns. For example, if a Sky Alland customer representative makes a call to determine if the customer is satisfied with the way the car was sold and delivered, and finds during the course of the call that the sun roof isn’t working properly, that information is conveyed to the dealership so the problem can be fixed.

Unable to Differentiate Callers 
For many companies, however, the reliance on legacy systems and the lack of a centralized customer database remain major obstacles. And the problem is not limited to outbound calling situations. Operators at some of the nation’s largest inbound customer service centers, for example, have no way of telling whether a caller is a high-value or a low-value customer because they can’t access sales history data. “You can’t tell the difference between a customer who has bought $100,000 worth of merchandise over the past ten years and a kid who’s looking for a free catalog,” says Sky Alland’s Michael W. Johnson. 

As these examples demonstrate, there is no shortage of innovative efforts now underway to address the need for high-impact interaction. The one-to-one enterprise recognizes that such solutions are critical to its success. They are central to any effort to establish lasting, one-to-one relationships.

Mass mailing campaigns typically generate response rates of between 1 and 3 percent. Although there is little data to date, response rates of between 10 and 20 percent are generally claimed for one-to-one marketing tactics

Technology has been the biggest catalyst of change to the direct marketing industry. The introduction of the personal computer has enabled marketers to process large quantities of data and thereby maximize the advantages of direct marketing. Data analytics, marketing automation and optimization technologies not only give marketers unprecedented access to data, but allow them to manage and manipulate it. They've been able to market more efficiently and smarter as a result. 

Marketers can better leverage their customer information and campaign histories to make more relevant offers to customers and prospects. Here's a look at some of the technologies that can help marketers achieve this goal. 

Marketing Automation 
The growth of multichannel marketing is driving the use of marketing automation technology. These tools improve and automate workflow within marketing, and include marketing resource management, digital asset management and campaign-management applications. 

At Ambrosi, a Georgia-based direct marketing agency, Vice President of Strategic Planning Paul Marobella says he's seeing a growing demand for process workflow and content-management applications, particularly as more marketers use multiple channels. Managing digital assets is critical to managing brand consistency across channels, says Marobella, adding that as more channels are added to the marketing mix, more departments touch each campaign. "This is where technology, such as online approval of creative, can streamline workflow," he adds, particularly if all people involved in the approval process are not in the same physical location. 

A streamlined or automated workflow allows marketers to spend more of their time contemplating marketing strategy, observes Richard Muller, executive vice president of consulting and analytics for KnowledgeBase Marketing, a Texas-based integrated marketing- and CRM-solutions provider. 

Optimization Technologies 
"Using content that is based on what you know about [a customer] as an individual, not a segment ... that is the Holy Grail," says Greg Gianforte, founder and CEO of RightNow Technologies, a customer service and support solutions company based in Montana. 

While most companies have this information, Gianforte says many do not have access to it. "The primary repository is the department with the most frequent contact with customers—that is the customer service center," he explains. 

To gain access to this wealth of information, direct marketers need to integrate or create a common record of all of a customer's interactions, regardless of channel. Then, using analytic tools, marketers can mine these customer records to uncover opportunities for communications. "That's what gives you the right to communicate with a customer," says Gianforte. 

Even more important, he notes, is to link any new data gained from a customer interaction back to the existing customer record. Gianforte says it's easy to export data from one application, import it into another, and send a campaign. "But rarely does a link exist for new data generated from the campaign," he says. "Too often, new data is housed in a separate system in the marketing department." 

Muller says he's seen a trend inside organizations to move information at an enterprise level to support these interactions. "This sharing of information across the enterprise is the next iteration of CRM," says Muller. 

Collectively referred to as optimization technologies, contact management and real-time applications blend marketing intelligence with predetermined actions across the whole of an organization. This enables marketers to more quickly and effectively respond to information, regardless of the channel used to communicate. 

This sharing of information also helps marketers better manage what offers a customer receives and when. 

1. Contact management software
According to Eric Schmitt, a senior analyst at Forrester Research, an independent technology research company based in Cambridge, MA, this type of application can aid marketers in determining the best possible time within a specified window to target a customer. It is particularly helpful for marketers who might send multiple campaigns to one customer, such as a financial services mailer. Rather than diluting the effectiveness of any one offer by saturating a customer with several mailings within a period of time, contact management software can help marketers decide which offer is the best based on eligibility and probability, says Schmitt. 

Taking this a step further, he notes, is the optimization of communication across all channels, so it is cross-functional. For example, says Schmitt, do you make an offer to a customer who has defaulted on payments? Or, what type of offer should you send a customer who may have recently registered a complaint with the customer service center? "This is part of the promise of CRM," explains Schmitt. 

2. Real-Time Applications

A key piece of the marketing equation that has for the most part remained elusive is when to market, points out Muller, who anticipates leading technology vendors will start working on this part of the equation. 

Event- or trigger-based marketing tools initiate contact with a customer according to predetermined business rules, and are becoming more sophisticated and complicated. Muller says he sees more marketers moving to embed these technologies within their current infrastructure to turn opportunities into sales. For example, say a customer has purchased a specific product on a monthly basis. A month goes by and no purchase is made. This period of inactivity triggers an e-mail message to the customer that may promote a special offer, or simply remind him that his product supply may be running low. 

Real-time decisioning is an automated system that compares incoming data with predefined business rules or decision strategies to determine a rapid response, while interacting with that customer. This enables marketers to determine the optimal offer for each individual based on a combination of demographics, sales history and behavior. 

Schmitt provides an example of how the technology works: A customer initiates contact with the customer service center. The marketer now has an opportunity to make the best offer using information it currently has about the customer in its database, as well as the information it is gaining during the actual transaction in the call center. A real-time decisioning system will feed the call center rep the most appropriate offer for that specific individual from a pool of offers, as determined by pre-set business rules. 

A bank customer who recently made a large deposit, for instance, might look like a good candidate for a mutual fund. However, the call center rep learns during a call that the customer plans to purchase a home. This information is fed into the system, and indicates to the rep that she should ask if the customer would like to hear about a mortgage offer. 

As time progresses, explains Schmitt, "the offers that get the best response may be offered more frequently, depending on whether the goal is to increase response or profit." 

Marketers are becoming more dependent on these rapidly evolving technologies. Says Schmitt: "Direct marketing is becoming more of a left-brain exercise. It's becoming more analytic, quantitative and measurable."
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Last year marked the 10th anniversary of Don Peppers' and Martha Rogers' book, "The One to One Future," which revolutionized marketing in the '90s. Since then, true one-to-one marketing has been the Holy Grail for many marketers. When the book was written, technical limitations put that aim largely out of reach. But in recent years, the growing power of databases, online communications, and advancements in digital printing have made dynamic, one-to-one messaging attainable.

This past year saw substantial growth of, and interest in, dynamic e-mail messaging as a one-to-one marketing mechanism. It seems hardly a day goes by without a request for recommendations on the topic, or an RFP for a dynamic messaging program.

Dynamic messaging involves bringing together content, preferences, and business rules to create a custom message for each recipient. Sounds simple, but the process is complex. It requires much more preparation and upfront quality control than traditional e-mail. All too often, marketers don't recognize the associated costs and complexities. So herewith, my dynamic messaging survival guide.

Content Management Is a Must
Dynamic messages inevitably utilize far more content than static ones. All this content must be created, cataloged, proofed, and approved. Proofreading content out of context is a much more error-prone task than reading a complete message is. This may be the last time anyone sees a given piece of content before it's delivered. The proofreading and approval processes must be solid. And content must be correctly cataloged and recorded, or it might be sent to the wrong people.

User Preferences
When determining recipient preferences, marketers commonly first consider expressed preferences and how to collect, as most publishers don't start out with a full recipient profile and list of preferences. While expressed preferences are important, two other categories shouldn't be overlooked.

Preferences can be inferred from past behavior. Implied preferences are just as important as expressed ones. Analyze users' past click-through activity to determine what recipients actually respond to as well as what they say they're interested in.

Don't forget your preferences. Ultimately, your message is a marketing vehicle. There are bound to be messages you wish to convey regardless of the recipient's expressed interests. This doesn't mean you should ride roughshod over their wishes. But if it's important to announce a new product to your subscribers, don't allow them to disable such announcements as a preference choice.

Business Rules
Business rules are perhaps the hardest part to get right. At the simplest level, they bring together preferences and content to produce the final message. They arbitrate which recipients receive which pieces of content. They ensure there are no empty sections or 5,000-line sidebars.

More important, they ensure your business requirements are met. This may mean ensuring only platinum subscribers get the $100 discount offer or that legally required disclaimers are included for recipients in the states that require them. In short, they can be vital.

Programmatic Testing
Due to the large number of content combinations, it's usually impractical to approve messages by viewing each variant. This means you'll have to develop and use programmatic techniques for testing, checking counts to verify they match expectations, and sampling representative and edge cases for manual proofreading.

In addition, there may also be legal or brand approval requirements to meet. A workflow process must be developed to handle this. I know of one organization that produces in excess of 3,000 files for its legal department to review for a single newsletter!

Be Pragmatic
When considering dynamic messaging, it's essential to avoid being overawed by the one-to-one vision. If the program doesn't pay its way, don't do it. Determine the success criteria up front. I recommend return on investment (ROI) through click-through or conversion uplift. You may wish to take other factors into account, such as increased customer satisfaction or more cohesive corporate messaging. However you determine success, apply good project discipline. Calculate the costs and benefits. Only go ahead if it makes good business sense.

After 10 years, one-to-one marketing can finally be a reality, given the right approach and careful implementation. But don't be fooled. Just because it can be done doesn't necessarily make it right for you.

For instance, "people shouldn't be batch-blasted on a monthly or weekly


schedule," Chris Baggott, ExactTarget's chief marketing officer,


explains in a release. "That is a relic of print marketing campaigns."


Rather, customer requests and behaviors should dictate when to send


subscribers an e-mail message.


This thinking ties in with a likely rise in event-driven e-mails. By


integrating customer buying behaviors and other data into their e-mail


systems and other technology solutions, marketers can almost automate


the transmission of event-triggered messages. A customer who purchased


a


month's supply of dog food, for instance, could be sent an e-mail


message reminding him to purchase another bag within a month; if your


company is about to offer a promotion on dog accessories, you could


send


that same customer an e-mail notification of the sale as well. "There's


no reason to waste a 'touch' on an entire database when only a few


subscribers are interested in receiving a particular message," Baggott


says.


Baggott also expects the "from" line of an e-mail to become the most


important factor in the success of e-mail programs. Recipients are


increasingly deleting messages  from unknown senders without even


bothering to open them. "We definitely will see more e-mail comping


from


salespeople, customer service reps, store managers, or franchise owners


in 2005 than ever before," he predicts.


Above all, says Baggott, "in 2005 we will see the final and


well-deserved demise of batch-and-blast e-mailing, and to some extent


the move away from large-batch segmentation."

