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PRAISE FOR 
PRECISION MARKETING


Are you simply creating marketing campaigns to satisfy your own ego? That’s what most companies do even though highly sophisticated tools exist to help you reach individual buyers directly with information they appreciate. Precision Marketing is your guide to creating relevance to your buyers and driving success for your business. David Meerman Scott, international best-selling author of The New Rules of Marketing and PR

Marketers run the gauntlet of business every day. Saddle up; it’s time for change! Precision Marketing is a great read! Jeffrey Hayzlett, Marketing Maverick and best-selling author of The Mirror Test and Running the Gauntlet

Precision Marketing produces results. As a technology company, Ricoh understand first-hand the value of moving beyond print, integrating across multi-channels and leveraging data-driven customer insights. This book offers a perfect, proven and pragmatic guide to improving your business results. Yasuhiko (Sam) Hosoe, GM, Global Marketing, Ricoh Production Printing Group, Ricoh Company LTD

Today’s marketers can’t survive without developing valuable, compelling and relevant content to customers at the right time. Precision Marketing uses some of the best research on the planet to show you why, and how to leverage the right information to substantially grow your business. Read this book… then give it to your CEO. Joe Pulizzi, Founder, Content Marketing Institute and best-selling author of Get Content, Get Customers 

Powerful! This book is a real-world account of becoming a social business through the use of data to drive customer engagement. Read this book if you are a business leader who wants to be set apart and deliver improved results. Sandy Carter, IBM Vice President Social Business Evangelism

If you read only one book on marketing this year, Precision Marketing stands alone as the obvious choice. Aaron Harber, CEO, American Research Corporation

Zoratti and Gallagher describe Precision Marketing as a journey. In the diaspora that is marketing today, this book is a GPS for the professional seeking the promised land of high performance. Mapping ever-more relevant programs that drive results just got easier. John Favalo, Managing Partner, Eric Mower + Associates Group B2B

The global marketing picture is shifting and changing daily. Zoratti and Gallagher present a compelling argument for shifting to a data-driven, customer-centered approach that stops focusing on the newest channel, but gets marketing back to owning the business driving experience. Charles Lawrence, General Manager & VP of Marketing, Franke

Today’s marketers need to connect with tomorrow’s customer in a new and intimate way to better segment and predict their behaviors. Zoratti and Gallagher illustrate this ever-changing environment through their ‘Relevancy Era’ by providing pertinent case study examples and recommendations on how to measure and optimize marketing practices to meet customer demand. Jeffrey Boorjian, Vice President of Marketing, Caesars Entertainment

The first Precision Marketing Moment is get this book, it is a wake-up call to marketers. Read the book and heed the advice to partner with your management team and really know your customers to win. Al Maag, Chief Communications Officer, Avnet and Chair Business Marketing Association

Being relevant in a sea of marketing messages has never been more important. Zoratti and Gallagher offer actionable insights on how to use data to engage buyers, drive revenue and avoid becoming irrelevant and potentially obsolete. Mark Wilson, Senior Vice President, Corporate and Field Marketing, Sybase

Precision Marketing addresses how to overcome marketing’s relevancy crisis and offers actionable insights underpinned with market research and case studies on how to become more relevant to the only constituency that counts, your customer! Martyn Etherington, Vice President Marketing, Tektronix/Danaher

This book really gets down to it – it actually shows you how brands have won with Precision Marketing. Think of it as a ‘How To’ guide for tomorrow’s marketer. Shelley Kalfas, SVP, Marketing, Sodexo

Precision Marketing isn’t an unattainable theory – it can be done. You can lead with customer data to deliver a relevant experience. Zoratti and Gallagher not only make the case for relevant engagements that can drive loyalty, but back it up with roadmaps, examples and action plans that turn loyal customers into true advocates that can help drive revenue and results through advocacy. David Roman, Chief Marketing Officer & SVP, Lenovo

One of the great challenges marketers face is knowing and understanding the needs and expectations of their unique customer. The authors have not only clarified how to address this challenge, but have outlined what our peers have done to achieve meaningful success by adopting and applying the Precision Marketing mindset to their brands. Eileen Zicchino, Chief Marketing Officer, J.P. Morgan Treasury Services

Customers are not waiting around for brands to build relevant experiences. Marketers can’t afford to figure out how to deliver these experiences tomorrow – this book helps identify the strategies that can be built today based on the best practices of global brands who have won with Precision Marketing. Robin Korman, SVP, Loyalty Marketing & Strategic Partnerships, Wyndham Hotel Group

Customers live in an always-on world filled with high expectations and demands. Marketers must exceed those expectations with solid experiences and business driving engagements… and there isn’t time to waste. Zoratti and Gallagher offer Precision Marketing – a proven, practical mix of insight, action and measurement – as a path to build a winning global brand now. Chris Hummel, Chief Marketing Officer, Siemens Enterprise Communications

Data and insights about our customers, our markets and our brands are everywhere, and it can be overwhelming. But Zoratti and Gallagher lay out a plan for Marketers to start with whatever assets they have today… not tomorrow when customers have already moved on to other experiences. This book is a must for those marketers looking to take that next step and lead with insights and win with Precision! Kim M Sharan, President, Financial Planning and Wealth Strategies & Chief Marketing Officer, Ameriprise Financial

Zoratti and Gallagher point out why marketers may be their own worst enemy. This book spotlights why relevancy matters, how companies are making the shift and what the new benchmarks for success look like based on Precision Marketing. Carla Johnson, Principal, Type A Communications

Zoratti and Gallagher deftly articulate what many of us in the marketing community have been observing over the past several years. Now more than ever, a company’s reputation – and bottom line – depend on its ability to deliver an effective and meaningful message to the modern consumer. Michael Babikian, Senior Vice President and Chief Marketing Officer, Transamerica Insurance & Investment Group

Forget mass marketing. Forget market segmentation. Precision marketing is the future, and Zoratti and Gallagher map a clear path to implementation. Precision Marketing is an essential read for marketers who want to survive and prosper in the 21st century. Roger Dooley, author of Brainfluence

With the advent of social media, customers more than ever before vote with their immediate attention and share-of-wallet. The mantra of true cross-channel communication and marketing mix needs to come true, sending compelling and consistent messages, based upon real-time customer insights across all marketing activities. Sandra Zoratti and Lee Gallagher provide true evidence that the insight generation and actions provide real value, based upon compelling case studies. As the case studies clearly point out, the ‘Relevance Era’ in marketing will have multiple implications for using modern IT, different skills and competencies in marketing as well as driving the marketing organization to be the spearhead for establishing a true ‘market-focused organization’. A clear must-read for all marketing and sales professionals. Dr Ralf E Strauss, SVP, Head of Sales & Marketing Projects, Volkswagen Group, Wolfsburg Germany
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FOREWORD


Generating positive marketing results isn’t easy, especially in a challenging economy. Yet today’s most impressive marketers have learned how to build their business and perform effectively in today’s constrained environment.

Many of the strongest performers in business today have one thing in common: they’ve committed themselves to customer-focused strategies grounded in rigorous customer insight achieved through data mining, analysis and enriched profiling using third-party data sources, as well as behavioural, transactional and conversational tracking.

As Sandra Zoratti and Lee Gallagher pointedly explain, today’s top marketers are engaged in Precision Marketing. Rather than devote marketing budgets to mass campaigns that treat every recipient in the same manner, Precision Marketers are mining customer data for predispositions and propensities to spend in order to target buyers in exceptionally sophisticated ways so that all communications are targeted and relevant to each and every individual recipient. The level of customer affinity and business results produced by these marketers and companies speak for themselves.

As the CMO (Chief Marketing Officer) Council’s research demonstrates, some of the biggest challenges for today’s marketers lie in engaging consumers in a more relevant and customized fashion. Only by reaching customers as individuals and using each customer’s unique preferences and priorities, will we, as marketers, be able to build dynamic, profitable and lasting relationships. Using Precision Marketing methodologies, marketers will be able to cut through the clutter and turn their customers into full-throated advocates.

Marketers are recognizing that increasing customization and precision are critical to their success. In one recent survey of CMOs, nearly 60 per cent said they are focused on reaching their buyers in more relevant and contextual ways. These CMOs state they are now focusing on targeting, profiling and segmenting their customers to gain a better understanding of their inclinations and motivations, which will enable more effective and engaging communication.

The trouble? Marketers are only now beginning to generate sufficient amounts of customer insight to engage their buyers intelligently. Only 15 per cent of marketers believe their companies are doing an extremely good job of integrating disparate customer data sources and repositories. This cannot last. Success in the future will depend on the marketer’s ability to launch initiatives that make customer data analysis and insight generation a top priority. It’s time now to begin to focus on the data.

There is a growing awareness of the importance of data and the actions marketers must take to drive customer communication to the next level. As a result, and not a moment too soon, the Precision Marketing movement is gathering momentum.

Sandra and Lee are pioneers in this paradigm shift. With this book, they offer much-needed thought leadership on the power of Precision Marketing and the impressive returns associated with engaging customers as individuals. Through far-reaching analysis and compelling case studies, Sandra and Lee light a path to guide marketers in the coming years. As consultants to some of today’s most recognized companies, they understand that relevance is critical to success – not just relevant messaging and communication, but relevant offers, deals and value-added solutions as well.

In this compelling book the authors have laid out a plan to guide you through the barriers that must be overcome to put a Precision Marketing programme in place. They have captured insights into some of today’s most impressive enterprises, among them companies like Harrah’s, Tesco and ING Group. Sandra and Lee bring to life their own experiences and lay the groundwork for your future success.

The Zoratti–Gallagher team make implementing Precision Marketing practices a can-do proposition by providing actionable, real-world advice that marketers can begin applying today. They show readers the challenges that must be addressed, the gaps that must be closed and the opportunities to be gained when launching an effective programme. As they see it, you already have available data, so you can start now. That’s their key point: get started. Once you get rolling, you can test and learn, refine and expand.

Sandra and Lee clearly understand and outline the business implications associated with Precision Marketing – and lay those out in comprehensive detail. They point out, in no uncertain terms, that there are positive business and career implications for marketers moving in the data-driven direction. Sandra and Lee explain how the demand for increasing rigour and discipline is transforming the marketing profession and creating new routes to revenue and professional advancement. They show how marketers can add more business value by transforming customer data into customer insight to develop customer-driven businesses and high-impact customer-centric campaigns, interactions and experiences.

Further, the authors make the case that tomorrow’s chief marketing officers and, increasingly, chief executive officers are likely to come from a background that emphasizes customer data analytics and insight. That’s quite a change from the career paths of marketers in the past, who often tended toward brand-building and marcom-related activities. Even in the product realm, marketers were often buried deep in niches that put little focus on customer data and analysis.

That’s all changing. Businesses can’t win in today’s hyper-competitive markets without knowing their buyers and prospects intimately – giving them what they want and anticipating what they will want next.

Companies are now expected to enhance customer value, strengthen loyalty and provide memorable experiences that truly engage customers. However, none of this can happen without deep customer insight and the ability to act on it. Enterprises that invest in these capabilities will outmanoeuvre their rivals and produce superior business results. These forward-thinking companies will produce far greater returns on their marketing investments. They also will create a culture and discipline for marketers and line-of-business leaders to build more enduring and robust relationships with customers.

Precision Marketers are now discovering the hidden gold that lies within customer intelligence. While the world may appear one way, appearances can be deceptive. That’s why analysis and insight are so necessary. Our experiences and intuitions too often fail us in today’s turbulent and fast-changing markets. We have to stay focused on our customers – and our prospects – if we hope to grow these relationships. Marketers must track customer attitudes and behaviours as those assets move through various life stages. Marketers need to know which customers are most profitable and which ones are most promising. By examining such factors with diligence and care, we discover our greatest growth opportunities.

This book will help you seize new opportunities. It offers an impressive makeover for your marketing organization, basing your actions in customer data and embracing the fundamentals of Precision Marketing. It offers a framework and game plan to drive your enterprise’s success. You will learn the path to personal prosperity and professional growth that is yours to take. What could be more relevant than that?


Donovan Neale-May

Founder and Executive Director,
Chief Marketing Officer (CMO) Council
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Introduction
Why Relevance is Relevant



“There are many ways of going forward, but only one way of standing still.


FRANKLIN D ROOSEVELT


There’s a backlash underway in today’s economy. Consumers are in control. They are making it clear that they are tired of being deluged by a flood of irrelevant advertisements and marketing messages. Overwhelmed by ad fatigue and messaging mayhem, they are responding with digital video recorders to skip over unwanted commercials, using spam blockers to eliminate irrelevant e-mail and putting themselves on do-not-call lists to silence the endlessly ringing phone. They are even unsubscribing from e-mail lists that they once opted into as a connection to their companies of choice.

It’s no wonder. Years ago, a 1978 study by Yankelovich found that the average American was confronted with more than 2,000 advertising messages per day. When the study was revisited in 2007, Yankelovich found that the number had soared to more than 5,000 messages per day.1 Estimates from a study published in 2010 put the number at 16,000 advertisements per day.2

Here are a few more stats to consider:


•While 64% of consumers say promotional offers dominate both the e-mail and traditional mail they receive, only 41% view these as must-read communications.3

•Of the 91% of consumers who opt out or unsubscribe from e-mails, 46% are driven to brand defection because the messages are simply not relevant.4

•Forty-one per cent of consumers say they would consider ending a brand relationship owing to irrelevant promotions, and an additional 22% say they would definitely defect from the brand due to irrelevance.5

•Some 58% of vendors’ marketing content is not relevant to potential buyers and reduces vendors’ chances of closing a sale by 45%, according to a survey of IT buyers by the International Data Group.6


Consumers, apparently, have had enough and they are taking action. Power, as a result, is shifting. The customer is in control and knows it.

While product suppliers and mass marketers may have controlled the flow of communication in the past, consumers have started setting the terms under which conversations and interactions take place. Consumers are voting with their money and their attention. Every time they program the digital video recorder, opt out of an e-mail list or block a phone call, they are expressing their right to ignore the messages they find irrelevant. What’s more, the influence of today’s empowered consumers is spreading through social networks. By voicing opinions online with friends, family and the global internet community, consumers are – almost effortlessly and exponentially – influencing and defining the perception of a brand. Consumer conversations – not marketing messages – increasingly determine what gets attention and what gets ignored.

Confronting the power shift

Given these trends, companies run the risk of seeing returns on their marketing investments steadily dwindle. Marketers are already experiencing declining budgets and simultaneously facing an increasingly difficult set of market dynamics. According to Forrester Research, marketers list today’s ‘competitive, mature and unstable environment’ as their top challenge.7

Perhaps it’s not surprising that the tenures of chief marketing officers (CMOs) are so brief, averaging just 18 months, according to one study.8 In a market that is becoming ever more hostile to their efforts, CMOs are struggling to drive growth and meet their numbers.



	
		
				
			How do you engage consumers who are flat-out ignoring you? How do you confront today’s buyer backlash? How do you attract new customers, strengthen relationships with existing ones and deliver an impressive return on your marketing investment? How, in other words, do you drive profitable growth in today’s attention-starved economy?

The answers lie in one deceptively simple word: relevance.

		

	





The relevance requirement

Market research demonstrates that consumer attention and interest are directly proportional to the salience of the message. The more compelling, valuable and relevant you make your messages and offers, the more impactful the messages become – and the more likely it is that your prospective and existing customers will respond. As you present your brand in increasingly relevant ways, you drive increases in revenue, response and, ultimately, return on investment (ROI).

Relevance, in other words, is now a requirement for marketing success. Yet marketers continue to lag in acting upon the urgent need to align marketing and messaging to be relevant to their customers. When this is the case, marketers are putting their companies – and their jobs – in jeopardy. They are pursuing obsolete marketing approaches even as the outcomes associated with those approaches are clearly in decline.

Customers have growing power, leverage and influence. They have become adept at tuning out the irrelevant, and they are unwilling to listen to messages that don’t matter to them.

That consumers are tuning out noise is obvious. Not only is this claim validated by research, but also it resonates with personal experience. People are more likely to pay attention to a message that speaks directly to their own personal concerns and desires than to a message that speaks blandly and broadly to a mass audience of which they happen to be part.

How to capitalize on this finding, however, is much less obvious.

The power of Precision Marketing

As we see it, marketers are now challenged to engage their customers on a new and relevant level. This is where the definition and concept of Precision Marketing gain momentum. Precision Marketing is a process that, if followed with the key building blocks described in this book, gives marketers the insights into customer behaviours that let them talk with customers in a relevant manner. The Precision Marketing framework relies heavily on several key factors, the first of which is the collection and analysis of data. Marketers are no longer in a position where they can randomly create interesting advertising campaigns; they must be aware of their customers and talk directly to them or risk driving them away. Marketers must create actionable customer insights to accomplish this objective. Collecting the customer data that give marketers the information they need to build strategies framed on customer insights is imperative to enable this objective. Data enable actionable insights. Consumers who are overwhelmed with irrelevant offers and messaging are less likely to deal with companies that don’t know them.

Marketers cannot produce compelling messages in a vacuum. Rather, they must now employ customer insights to ensure that their communications are aligned with the preferences and priorities of their customers. Marketers must also learn to integrate their messages within an overall mix of channels – a mix that encompasses everything from direct mail to social media to mobile communication.

So why aren’t more marketers implementing Precision Marketing today? On the basis of our work with numerous companies, we believe there are three key challenges to overcome:


1The first challenge is collecting the correct data. Approximately 70% of marketers gather only demographic and location data,9 which is not enough, because not all 40-year-old women in San Francisco are the same. Demographics and location by themselves are too imprecise. Today’s critical insights must be drawn from such factors as customer preferences and behaviours; unfortunately these data points are obtained by a much lower percentage of marketers.

2The second challenge is to act on the customer data that has been collected. Some marketers today may be collecting voluminous amounts of data, but they are often not aggregating and analysing that data to generate actionable insights. It is not enough for marketers to know what their customers prefer; marketers have to be able to predict their customers’ needs and propensity to purchase.

3The third challenge is execution and measuring results in order to test predictions. Here is where relevance plays a key role. Marketers must utilize highly relevant messaging and offers aligned to target customer segments. In addition, they must measure who converted, who did not, and, most importantly, why.


From our work with recognized firms in sectors such as banking, finance, telecommunications, insurance, publishing, hospitality and utilities, we have proved the power of Precision Marketing in real-world implementations across geographies, industries and applications. As advisers on marketing approaches to maximize customer engagement, we have learned how to meet these challenges and identify new growth opportunities. Our approach, which we call Precision Marketing, has produced extraordinary results for our clients in areas such as revenue, retention and ROI.



	
		
				Precision Marketing is about using data-driven insights to deliver the right message, to the right person, at the right time, via the right channel(s).

		

	




In this book we’ll share our experiences, as well as research and evidence from others, on how to implement the principles of Precision Marketing.

Precision Marketing: why now?

There are multiple forces behind the emergence of Precision Marketing, but the most significant are economics, competition and technology.

Diminishing economic demand

One of the most troubling insights revealed by the recent financial collapse and ensuing recession was the degree to which consumer spending had been propped up by unsustainable debt. Between 2005 and 2007, personal savings rates fell to the lowest levels since the Great Depression.10 However, consumers who had been emboldened by the seemingly endless rise in the value of their homes were soon laid low by the bursting of the real estate bubble. Rising unemployment rates further increased caution and restrained consumer spending. Naturally, consumers have been forced to save more of their earnings and spend their money much more carefully.

Plunging demand has forced companies to rethink how they acquire new customers and how they retain existing ones. Marketers have realized they won’t be able to identify new customers without appealing to them in ways that address the individual’s particular needs and interests. Marketers must, in other words, make their messages and offers relevant. They will not be able to continue meeting their growth targets without providing new dimensions of value to their customers. Marketers have also realized that retaining existing customers is, in most cases, more profitable than acquiring new customers. Businesses are now committed to ensuring that their most important customers remain loyal.

The techniques and strategies built into your Precision Marketing model will give your company the tools necessary to align your messaging with your goals.

Intensifying competition

Companies might be tempted to sit on their available cash and play it safe in a slow-growth economy. The problem with this strategy is that smart and savvy competitors will not be sitting still. Some companies will begin implementing new marketing approaches and business strategies that leverage customer data, triggering intense competition for consumers’ attention and cash.

The most significant spending growth has been in the online marketing channels. As a result, companies are feverishly launching new marketing programmes using social media, viral approaches, personalized e-mail, paid search, behavioural targeting and other approaches to differentiate themselves from rivals.

No one wants to lose the edge in customer acquisition or surrender their existing customers to aggressive competitors. Online retail presents one example. In a study of shopper behaviour, Adobe found that shoppers ‘need to feel like they are getting an “in-store” experience when they’re “browsing” online’. Consequently, web-based retailers are competing by offering customized configurators and predictive shopping tools. ‘High quality, large images, with zoom, spin, and color options emulate the “touch and feel” experience of shopping in-store, while the use of video can show products in real use, simulating a “knowledgeable” in-store clerk’s live demonstrations.’11

Advancing technology

The onward march of technological progress is yet another factor in the growth of Precision Marketing, and it is playing out on many fronts.

One example that underscores this fact is the 2009 market forecast for business analytics and optimization, which puts the market size at $140 billion with a 7 per cent compound annual growth rate, which would produce an anticipated market size of $205 billion in 2015 (Figure 0.1).


FIGURE 0.1
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On the basis of this forecast, big companies are placing big bets. IBM, Google, Microsoft, SAP and Oracle have invested multiple billions of dollars to acquire companies with data-based technological capabilities. In fact, IBM alone has invested $11 billion to acquire 18 data analytics-oriented companies since 2005. The worldwide market for business intelligence (BI) software was forecast to grow by 9.7 per cent to reach US $10.8 billion in 2011, according to Gartner’s latest enterprise software forecast. Recognizing the undervalued nature of today’s data assets, these leading companies are investing heavily and democratizing the tools of sophisticated analytics. As The Economist recently put it:


A few years ago such technologies, called ‘business intelligence’, were available only to the world’s biggest companies. But as the price of computing and storage has fallen and software systems have got better and cheaper, the technology has moved into the mainstream. Companies are collecting more data than ever before. In the past they were kept in different systems that were unable to talk to each other, such as finance, human resources or customer management. Now the systems are being linked, and companies are using data-mining techniques to get a complete picture of their operations – a ‘single version of the truth’, as the industry likes to call it. That allows firms to operate more efficiently, pick out trends and improve their forecasting.12


Such technological advances are enabling companies to leverage their previously undervalued data to create actionable, predictive customer insights. Data aggregating, analysing and modelling tools are required to produce these customer insights, which form the technological foundation of Precision Marketing.

Although some marketers believe that the ability to leverage data analytics is only in the domain of powerful IT companies, that is not so. Data analytics technology is no longer in the sole domain of the IT department. Smart marketers are incorporating an array of analytical technologies across all of their marketing practices to drive relevant, engaging content and predictive customer profiles. Marketers who embrace data, analytics and campaign measurement will be well positioned to provide higher returns back to the business.

By addressing and overcoming these challenges, Precision Marketing is possible. Marketers can employ data-driven marketing techniques, although it is a journey that takes time. The journey may require some marketing practices to be changed, but it does not require an extravagant budget. The approach we present in this book will enable you to achieve far more with and from your existing resources. By moving in the data-driven direction, you’ll be taking steps that will engage your customers and enhance your marketing results. This is the future – and the future is now.

Tesco’s triumph

One company that has embraced Precision Marketing techniques and, as a result, has achieved spectacular results, is London-based retailer Tesco. Throughout the book, we will be examining the experiences of companies in a variety of industries and sharing their stories – both successes and failures – to illustrate our concepts and help you in understanding and implementing the ideas. Let’s begin with a look at the experiences and practices of Tesco.

In its early days, Tesco was known as a low-price grocery store. ‘Pile it high and sell it cheap’ was the chain’s motto. But Tesco executives realized that a low-cost strategy by itself was not sustainable. In the early 1990s, Tesco was losing customers to competitors. Why? Tesco realized it didn’t know who its customers were. Before 1995, Tesco did not know whether its customers were young or old, rich or poor, how much they bought from Tesco, how much they bought from competitors, or whether the latest promotion or price cut was helping or hurting the bottom line.

To remedy this situation, Terry Leahy, then a marketing executive at Tesco, launched the Clubcard, a loyalty card programme. Clubcard gives customers rebates, coupons and discounts in exchange for customers providing information about themselves and using the card every time they shop. Customers share their personal shopping interests and preferences, particularly when they use their cards to make trackable purchases in any of Tesco’s stores.13

Tesco has since proved to be a master at leveraging these insights. With more than 16 million cards in use in Britain, Tesco can closely watch what its shoppers are purchasing. Tesco executives then explore linkages between the products people currently buy and the ones they might be persuaded to buy next. As The Economist explains, Tesco can

lavish attention on customers by giving them discounts on things that they buy routinely. Each cardholder gets a letter at the end of each quarter containing vouchers worth roughly 1% of what they have spent. But they also get coupons that entitle them to discounts on products that Tesco’s database, working much like the software that powers Amazon.com, suggests they might like.14

Competitors dismissed Clubcard as an unsustainable discount programme that would sap Tesco’s profits. What detractors failed to realize was that Tesco was buying and compiling data that enabled it to understand its customers and create much more relevant messages and offerings.

In the years since its introduction, Tesco has used Clubcard data to:


•achieve coupon redemption rates of 20–40% compared to the average 2%;

•expand into non-food categories;

•create new brands;

•become the largest online grocer in the United Kingdom;

•grow from less than 600 stores to more than 4,000 stores in 13 countries.15


Today, half of all British households have a Clubcard, and Tesco has grown to be the third-largest retailer in the world. And how did marketing executive Terry Leahy fare? He became Chief Executive Officer of Tesco and was knighted.

Three eras of modern marketing

How has marketing evolved to transition into Precision Marketing? For this, let’s take a brief look at the history of marketing and its transformation during the recent past. Over the past 40 years of marketing history, three major eras emerged: the Creative Era, the Direct Era and the Relevance Era.

The first – the Creative Era – arose in the 1960s and 1970s with the insights of such luminaries as Bill Bernbach. One of the three founders of Doyle Dane Bernbach (DDB), he directed ad campaigns such as ‘Think Small’ for Volkswagen’s Beetle and ‘We Try Harder’ for Avis. He also introduced consumers to ‘Mikey,’ a little boy who loved the breakfast cereal Life. Bernbach is legendary for having challenged the research-driven premises of conventional advertising. ‘Logic and over-analysis can immobilize and sterilize an idea,’ he said. ‘It’s like love – the more you analyze it, the faster it disappears.’16

The second – the Direct Era – was driven by modern information technology such as database software and even desktop computing. Arising in the early 1980s, it revolved around direct marketing and various direct response techniques. Data-driven approaches – tied up in recency, frequency and monetary (RFM) scores of customer behaviour and opportunity – influenced a whole new generation of marketers. In one speech, Les Wunderman, arguably the father of direct marketing, pointed out that the computer ‘can know and remember as much marketing detail about 200,000,000 consumers as did the owner of a crossroads general store about his handful of customers.’17 These innovators would later leverage the power of internet marketing.

Flash forward to the present. The consumer is in revolt. The consumer, as we’ve said, is now overwhelmed and feels mistreated and disrespected. Consumers, in fact, are more demanding than ever. They have a multiplicity of choices but a diminishing amount of trust and confidence. This simple fact sets the stage for a new era in marketing: the Relevance Era.

The Relevance Era

Today’s important era of transformational change will revolve around the customer, respecting the needs, preferences and priorities of the individual. Relevance will close the chasm between creative and direct marketing, leveraging customer insight to produce truly valuable content and communication that engage the buyer through highly relevant customer touchpoints.

Smart marketers at companies such as Tesco, Caesar’s Entertainment Corporation (formerly branded Harrah’s), ING Bank, 1-800-Flowers and Amazon.com are putting the customer at the centre of their marketing activities with the knowledge and realization that it’s always about the customer. Following the principles described in this book will enable you to join this powerful movement, developing the perspectives, skills and capabilities necessary to deliver more powerful marketing results.

The first chapter, ‘Getting Relevant’, explains the irrefutable role of relevance as a powerful enabler in transforming your customer relationships and business results. It also explains the dangerous risks of continued irrelevance. In this chapter we will show why companies must rethink their customer approach and adopt Precision Marketing.

Chapter 2, ‘The Precision Marketing Journey,’ lays out the six steps of our Precision Marketing Framework. This framework provides a practical guide to adopting an analytical approach to your business and marketing practices.

Chapter 3, ‘Step One: Determine Your Objective,’ walks you through the first step of the Precision Marketing journey. This step represents the foundation for any Precision Marketing implementation, and we will help you establish objective-setting practices.

Chapter 4, ‘Step Two: Gather Data,’ describes how organizations can collect data, both internally and externally, and set the stage for turning these data into valuable, actionable customer insights.

Chapter 5, ‘Step Three: Analyse and Model,’ guides you through the process of developing and utilizing analytical models and algorithms to truly leverage data to enhance your customer engagement and drive marketing and business results.

Chapter 6, ‘Step Four: Strategize,’ outlines ways to utilize the output from your data analytics to develop your strategy around specific customer targets, precise content development, relevant messaging, campaign design and supporting tactics.

Chapter 7, ‘Step Five: Deploy,’ focuses on the implementation of your Precision Marketing campaign. We’ll show how the field of marketing is rapidly changing and how many of the greatest career opportunities are opening up for people who can turn customer insight into customer engagement.

Chapter 8, ‘Step Six: Measure,’ will focus on gathering and learning from the metrics of your Precision Marketing campaign in order to factually and objectively understand what worked and what did not work. Measuring is about how to learn and how to improve through experience.

Chapter 9, ‘A Precision Marketing case study,’ walks you through the full-scale Tesco implementation of the Precision Marketing journey, step by step. This case study will showcase the business benefits possible for companies that are willing to make the journey.

Chapter 10, ‘The Precision Marketer’s Moment,’ is about your personal contributions and growth as a Precision Marketer. We’ll show how the field of marketing is rapidly changing and how many of the greatest opportunities for making an impact and progressing are realized by people who can turn data into customer insight, then into relevance, into customer engagement and finally into revenue and ROI.

The conclusion is our call to action for you, our reader. We hope that this book will inspire you and motivate you to take your first steps towards Precision Marketing so that the journey – and the rewards that it offers you and your business – can be fully realized.

In this book, you will see how today’s leading performers are beginning to recognize, identify and capitalize on many of the concepts of Precision Marketing to set themselves apart and reach the next level of growth. You will also learn what must happen and what steps must be taken to unify the now disparate worlds of creative and direct marketing. And you’ll discover how all of these insights can be applied in your own particular situation – helping both your company and your career.
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Getting Relevant


“Continuous improvement is better than delayed perfection.


MARK TWAIN
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In this chapter, you will learn:


•the definition of Precision Marketing;

•how Amazon is using the principles of Precision Marketing and is positioning itself to increase revenues per customer;

•the risks and repercussions companies face when using poorly targeted promotions;

•what a relevant message is and how three companies in different industries created relevant, precisely targeted messages.
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In the overwhelming din of messaging mayhem today, attention is a scarce resource. Consumers are in control and they vote with their dollars, their voice and their attention. They are selecting companies with which they will communicate and transact on the basis of the relevance of those companies’ communications. We see innovators in the marketplace who are practising Precision Marketing by using relevance as the catalyst to cut through the cacophony in order to reach and fully engage customers. Companies, as demonstrated in the following example with Amazon, use relevance to retain current customers, maximize the revenue potential per customer, help to acquire new customers and build long-term customer loyalty. Amazon is an innovator in the application of Precision Marketing and is a highly appropriate place to start our discussion of how companies get relevant.

Amazon knows how to get relevant

Amazon knows what you’re thinking. Amazon can see what you searched for, what you are looking at, what you wish you could get, what you bought, and what you didn’t buy. Amazon’s Wish List system lets prospects and customers enter products that they would like to buy (or to have loved ones buy for them for birthdays or holidays). The searching, browsing and Wish List data give Amazon powerful insight into purchase intentions. Amazon can then create relevant and highly targeted e-mails to customers to alert them about price changes for items on their Wish List or to provide information on new products or on products related to those the customer wants.

Capitalizing on its insights, Amazon now reigns supreme among online book retailers and over the years has branched out into many other forms of online merchandise. What is particularly impressive is how the company has managed to hold prices in line with those of Wal-Mart – on everything from the latest best-seller to the holiday toy that is in greatest demand – while offering its customers a more personal and convenient shopping experience.

As a result, Amazon’s growth has consistently topped 30 per cent annually. What’s more, Amazon is positioned to grow even more as consumers shift to making more purchases online. In the retail sales arena, total online retail sales currently represent only 6 per cent of annual retail spending.1 It seems clear, however, that consumer spending will increasingly shift to online purchases as more individuals obtain broadband internet services and become comfortable with online shopping. Amazon’s strengths as a provider of relevant offers could prove to be crucial as the battle for market share and share of wallet continues to escalate in the coming years.2

Much of what we see at Amazon mimics the concepts and strategies of Precision Marketing. Amazon does now what every company must begin to do. As Amazon’s success impressively suggests, to survive you must get relevant.



	
		
				What will you do to build profitable and enduring relationships with your customers? How can you build trust and credibility with your prospects? What must you do to produce successful and sustainable marketing results and spur growth?

		

	



As a marketer, you must learn how to capture and mine data about your customers and prospects. Then you must leverage these insights to produce messages, offers and value that reflect the preferences and priorities of those you wish to engage. That’s what Amazon did. That’s what Amazon does.

Unfortunately, many marketing and customer-oriented groups in businesses today have taken only rudimentary steps in this direction. Marketers don’t know their customers in any great depth, nor do they interact with them in a truly relevant fashion. Many businesses are prone to producing bland and unfocused marketing messages that are far from compelling, provocative or persuasive. Businesses spend a great deal of money to reach the wrong person at the wrong time with the wrong message or offer. Why is this happening?

The 1 per cent solution

One core challenge is the way that many marketers evaluate their results. They tend to judge the efficacy of a marketing campaign on three simple variables: the channel cost, the response rate and the incremental income from a positive response. If the piece rate is inexpensive enough and the income from a response is lavish enough (as it is for credit cards, cell phones, computer software and a host of other high-dollar goods), then some marketers think they don’t have to care about relevance. What is the harm if the message is irrelevant to 99 per cent of the recipients, they reason, as long as the 1 per cent who do respond make the campaign a ‘success’? That’s the question an enormous number of marketers must begin asking themselves, because the damage inflicted by irrelevant messages is indeed severe. The rise of ultra-low-cost marketing channels such as e-mail and social networks opened the floodgates for ineffective and irrelevant communications. The internet made it so inexpensive to reach millions of potential customers that many marketers began to think they could inundate peoples’ inboxes without consequence. As a result, if even a minuscule percentage of the messages led to a response, the campaign showed a profit.

While marketers applaud the 1 per cent of consumers who do respond, they ignore – at their peril – the behaviour of the 99 per cent who do not. The intrusive nature of irrelevant messaging leads the 99 per cent who do not respond not only to ignore the messages but to take steps that become detrimental to the company. Customers block phone calls, block e-mail and cease to be loyal to companies that speak generically to them. Irrelevant marketing carries a serious, if somewhat hidden, cost.


FIGURE 1.1Choose your target: 1% or 99%
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Data on customer loyalty confirm the damage caused by irrelevance. Here is a chilling thought for marketers: for the average brand, more than half of all loyal consumers in 2007 did not remain loyal in 2008. According to the study ‘Losing loyalty: the consumer defection dilemma’ conducted by Catalina Marketing’s Pointer Media Network in conjunction with the CMO Council, approximately one-third of all highly loyal consumers in 2007 completely defected to another brand in the same consumer packaged goods category in 2008. ‘The wishful thought that “my loyals will stay my loyals” – that highly loyal consumers, by and large, remain loyal from year to year – is no longer a comfortable assumption,’ the study noted. ‘The truth is that consumer churn and defection are consistent problems in today’s consumer packaged goods marketplace.’3

Companies pay a steep price for high levels of brand defection, particularly in recessionary times. If the major brands tracked in the ‘Losing loyalty’ study had retained their highly loyal customers from 2007, their 2008 observable revenues would have increased from 5 per cent to 25 per cent, according to the study’s authors. That is a great deal of growth to sacrifice, particularly in a difficult economy when any growth is hard to realize.4

What if customers controlled your marketing?

What if your customers were in control of your marketing budget? That may sound crazy, but posing such a question opens a new perspective for you. The fact is, customers are more and more in control of both their spending and their media consumption habits. Companies that respect customer power and provide customers with what they actually want will outperform and potentially outlive companies that assault them with irrelevant messages. It is much wiser to use your strategy to make customers the centre of your marketing efforts.






	Do your messages predict and anticipate your customers’ needs or next actions? Are the marketing messages consistent with the goods and services the customer actually wants, chooses, and receives?







What is a relevant message?

Looking through the eyes of your customer will provide you with the lens necessary to achieve relevance. When you hit the relevance target, your revenues will grow, customer loyalty will surge, and you will achieve significant improvement in your business results. If you miss the target, you will be forced to explain to your board why precious assets were spent without a return back to the company.

Within the deafening barrage of messaging today, some companies do create communication that gets heard, gets seen and changes behaviour. Relevance is the key differentiator that separates successful marketing from wasteful marketing. Relevant messages resonate with the customer, speak to their unmet needs and reach the person in the right way, at the right time and with the right meaningful information, no matter what the medium. When marketers link relevant messaging to customers who are ready to buy, their actions generate revenue.

Relevance is in the eye of the customer. When the customer sees a message that provides meaning and value to him or her, then – and only then – is the message relevant. Marketers can’t declare that a message is relevant by putting ‘URGENT & CONFIDENTIAL’ in the subject line or on the envelope. Instead, they must make the message have true value to the customer. The fact that relevance is personal to the customer means that marketers must make their messages personal to the customer. Precision Marketing provides a four-level continuum of precision strategies (explained in detail in Chapter 5) that companies have used and can use to increase relevance. Old-style personalization – just slapping the person’s name in the messages – does not create relevance.

In this new era the rules of customer engagement and communication have changed dramatically. Messaging can now be effective only if customers see it as personally relevant. This need for relevance is imperative regardless of which communication channel marketers use. As a recent study by the CMO Council found, ‘Today’s consumer wants timely and contextual messages, and clearly values opt-in, personal communications.’5

In response to the study’s survey questions, consumers overwhelmingly stated that, regardless of the marketing channel, relevance and individualization were valued, if not required, to build an enduring relationship.

What are the risks of irrelevancy?

Almost all consumers (91 per cent) report that they opt out or unsubscribe to e-mails at some point. What’s worse, they are no longer just tuning out irrelevant messages. Instead, consumers are actively demonstrating that they are overwhelmed by all the messaging. They are voting with their purses and potentially defecting from brands. According to the CMO Council, 63 per cent of consumers stated that they would consider ending a brand relationship because of irrelevance.6 Each irrelevant message creates a higher relevance hurdle for all subsequent messages.

Consider the following different ways that customers can respond when a company has been sending them irrelevant messages and offers.

Customer response 1: blocking

First, a 2009 CMO study revealed that 73 per cent of consumers still receive promotions for products they have already purchased.7 By any measure, 73 per cent is a staggering statistic. If your messages are irrelevant, then the chances are that they are in the ‘don’t read, don’t bother’ category in consumers’ busy lives. Moreover, if a consumer realizes they’ve put your company in the ‘don’t read, don’t bother’ category and your company continues to clutter their inbox, then the customer may unsubscribe or block your company’s e-mail messages, defect from your brand or, worse, voice their complaints on their blogs and to the internet community.

Marketers also make the mistake of assuming that if their customers haven’t opted out, the marketing messages being sent are effective. This is a dangerous assumption, however, because many subscribers are at the ‘unsubscribe threshold,’ and that extra e-mail or two is the straw that breaks subscription’s back and leads them to unsubscribe.

Customer response 2: taking revenge

Even when blocking messages, nearly one-third of consumers stated that they don’t trust the ‘unsubscribe’ links in e-mail messages.8 In other cases, companies make the unsubscribe process so unpleasant that consumers don’t use it. So instead of unsubscribing to unwanted e-mail, 26 per cent of consumers click the ‘report spam’ button, according to a 2008 JupiterResearch study.9 In this sense, consumers are actually striking back at companies that send them too much e-mail or irrelevant e-mail by logging spam complaints against them. These complaints impact the company’s ability to reach other customers because collaborative spam filtering and blacklisting block the company’s messages from reaching other customers’ inboxes as well.

Customer response 3: raising legal barriers to communication

Excessive and intrusive marketing has led consumers to ask for governmental actions to regulate or curtail marketing activities. For example, in response to the rising volume of complaints about intrusive telemarketing calls, the US Federal Trade Commission created a National Do Not Call Registry in 2003.10 Consumers eagerly registered some 191 million US telephone numbers. In other cases, legislation impedes the actions of marketers; the United States’ CANSPAM Act of 2003 and the United Kingdom’s Data Protection Act 1998 are examples of this kind of legislation.11 Each new piece of legislation, executive action or unfavourable judicial ruling raises the costs of all marketing communications for everyone and restricts the opportunities for relevant marketing practices.

Customer response 4: losing loyalty and defecting from the brand

The most serious impact of irrelevant messaging is loss of loyalty. While your mass messaging may be earning money on the 1 per cent of customers who do respond, that irrelevant messaging may be losing you money on the 99 per cent who are disgruntled non-responders. The loyalty results are even worse for those who take the step of unsubscribing. Among the people who unsubscribe, nearly half defect from the brand as a result of irrelevant messages, according to the CMO Council’s poll of consumers.12

Companies that ‘get it’

Customers want to do business with companies that understand them and their needs. As Forrester data revealed, the top two reasons for opening an e-mail were needs and interests.13 Everyone knows and appreciates the difference between an insider who understands, who was there, who ‘gets it’ and an outsider who doesn’t understand, who hasn’t lived it, or who is clueless.

‘Customers expect you to apply the information you know about them and to continue to learn from the relationship,’ note Tom Hannigan and Christina Palendrano, customer relationship management specialists writing in Information Management magazine.14 That means using demographic, historical and predictive data to create relevant, engaging messages. ‘They don’t want their time wasted with irrelevant or inappropriate offers, and neither do you.’ That’s all well and good, but what does it mean? Creating relevant marketing means understanding the customer and what is most important to them. Here are three examples from three different industries to show you how companies achieve relevance.

Breckenridge creates a home away from home

The Breckenridge Lodging Association, a network of hotels, resorts and lodges, customizes its communications on the basis of a customer’s previous purchasing habits. For example, the Breckenridge Lodging Association carefully tracks and records the hotel and lodging establishments in which a customer has stayed. It then sends the customer information on those resorts and other similar ones. When the customer calls to make a reservation, the Breckenridge Lodging Association automatically checks to see whether the customer’s favourite resort is available. If the customer’s first choice of lodging is not available, then the Association quickly suggests the next closest match. Although the hotels are all competitors, the Association gives the customer the impression that no one is trying to push them towards one property or another or sell them something they don’t want.

By tracking past purchases, the Association creates relevant marketing that is consistent with the customer’s wants, not the hoteliers’ wants. Because almost 65 per cent of Breckenridge’s visitors are repeat guests, the hotels and the association know that high-quality, relevant personal service creates loyalty to the ski area, which is a long-term winning strategy.15 The lesson from the Breckenridge Lodging Association case is for Precision Marketers to be customer-centric and use the customer’s purchase history to generate future relevant offers.

Smooth Fitness gets to know its customers

Smooth Fitness is an online retailer that sells high-ticket exercise equipment such as treadmills and elliptical machines. The company set as its Precision Marketing objective to attract new customers.

The company’s first challenge was to identify the visitors to its website. Smooth Fitness’s web traffic tends to come from many different segments and subsets. However, the company had no way of identifying the segments to which individual website visitors belonged, and so it presented the same promotional messaging to all visitors. The company realized that it could enhance conversion rates and increase the return on investment if it could identify individual visitors and present them with relevant messages and offers that better reflected each visitor’s particular interests.

With this goal in mind, Smooth Fitness utilized behavioural targeting technology capable of automatically matching relevant content with individual visitors. By providing content that featured flagship products, lifestyle imagery and call-to-action elements, the company’s behavioural targeting solution determined which messages to serve to which customer segments. Smooth Fitness’s technology dynamically leverages user data such as IP address, day and time of visit, referral information, and real-time website activity to show the most targeted and relevant content to each visitor.

Initial results started to emerge just one month after Smooth Fitness began using this approach. The company achieved a 12 per cent click-through rate increase relative to the random distribution of content. In the second month of deployment, the company produced a 48 per cent lift. By the third month the lift had reached 123 per cent. Meanwhile, conversions were up 8 per cent, revenues per visit were up 12 per cent and average order values were up nearly 20 per cent (Figure 1.2). Given the seasonality of Smooth Fitness’s business, this approach has enabled the company to increase sales in the lean summer months as it strengthened its planning for winter months when sales tend to be significantly stronger.16


FIGURE 1.2Smooth Fitness relevance results
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Behavioural targeting also enabled the marketing team to play a more strategic and valued role in the company. ‘Having the ability to target our traffic sources automatically, and allowing the behavioural targeting engine to run continuously, generates a powerful ROI for us,’ says Keith Menear, VP of Internet Sales and Marketing at Smooth Fitness. ‘It frees up my team’s resources to focus on other activities, while still delivering measurable and impactful conversion results.’17

The key lesson from the Smooth Fitness case is that behavioural targeting lets you deliver the right message to each customer and increase customer engagement.

Royal Canin Canada leads the pack with relevant information

Marketing messages that add to a customer’s understanding of a brand help build customer confidence in the company. Marketers who give that power to customers see that power returned.

Royal Canin Canada is a company that makes several dozen varieties of dog and cat food that are specially tailored to meet the needs of different pets. The company has invested millions in research on animal nutrition to create foods designed for the unique nutritional needs of different breeds, different sizes, different ages and specific medical needs. The company even has several formulations for breeders and veterinary kennels.

Despite the variety of specialized offerings, Royal Canin needed to differentiate itself from the competitive pack of hundreds of pet food makers and the cacophony of pet food marketing. Royal Canin knows that any pet food maker can place a generic picture of a German shepherd on the outside of the bag. ‘We have German shepherd food, [and if it has a] German shepherd picture on it, people think it’s a marketing ploy,’ says Andrew Cannon, a direct marketing associate. Royal Canin uses its knowledge of the optimal nutritional ingredients to tailor its natural pet food to the exact nutritional needs of each breed. The marketing challenge is to demonstrate Royal Canin’s unique nutritional expertise and knowledge to pet owners.

So, to engage with buyers of its premium pet food, Royal Canin created the ‘PetFirst!’ e-mail programme. The company introduces the existence of the e-mail programme at pet food retailers and on bags of its food. The pet owner enters the names, dates of birth, weights and breeds of each of their dogs or cats when they join the programme. The company then sends e-mails that are customized to both the person and their pets.

Royal Canin knows that customers dislike marketing mayhem, so the company explicitly lists what will be arriving – and when – in the inbox when the customer signs up for PetFirst! membership. Typical e-mail frequency is twice a month. From the start of the relationship, Royal Canin begins to build trust with its subscribers. Royal Canin clearly knows that it needs to look at its marketing messages from the customer’s perspective. Cannon says:

Simply talking about product benefits isn’t good enough. Our constant challenge is to be more relevant to pet owners, to help them better understand the needs of their pets, what makes their dog or cat different, before we start talking about how we can help. It’s like consultative selling – we put needs first and become a trusted adviser to pet owners.18

This means focusing on the needs of the customer and their pet rather than the desire of the company to sell more pet food.

Royal Canin provides relevant content in several ways. The e-mail messages speak to both the owner and the pet by name. More importantly, Royal Canin provides content specific to the pet’s age and breed based on the company’s deep knowledge of the customer. For example, when a puppy is 10 months old the company sends a new ‘Life Stage Guide’ introducing information about the changing nutritional needs of the pet. Yorkshire terrier owners, for instance, learn that their dogs have powerful teeth deeply set in a rather small jaw, making the breed relatively susceptible to gum disease. The educated details are what make the difference, and Royal Canin conveys valuable, specific information tailored to the needs of each pet owner.

In particular, Royal Canin uses veterinary research to create more informative and thus more relevant Precision Marketing messages. Royal Canin uses a myriad of data – such as bone structure, activity level, longevity, jaw structure and specific diseases that afflict specific breeds – when it crafts individualized content for each pet and pet owner. Royal Canin uses data on the pet’s breed and then ties those data to medical facts about specific product characteristics (shape, size, protein content, nutrient balance, etc) of each type of pet food it sells. For example, the food for Labrador retrievers is designed to take longer to chew, which helps reduce that breed’s tendency towards overeating and obesity.19 Finally, the company also sends e-mails celebrating each pet’s birthday to add an emotional connection, not just an informational one.

By delivering relevant information, Royal Canin created a 95 per cent open rate and an 80 per cent click-through rate (Figure 1.3). ‘With the core group of subscribers we’ve attracted over the past few months, it’s been extremely successful,’ says Cannon.20


FIGURE 1.3Royal Canin results from relevance
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The key message to take from the Royal Canin case is: if you want people to read your messages, you need to give them something worth reading, tied precisely to their needs based on your knowledge of them.

Making it powerful, making it precise

These examples emonstrate the power of what we call Precision Marketing. Precision Marketing is defined as using data-driven insights to deliver the right message to the right person at the right time in the right channel(s). Precision Marketing is an approach that emphasizes the power of the personal and the results of the relevant. With Precision Marketing, marketers customize their communications, interactions and offerings to reflect what their buyers have told them about themselves and what the marketers can ascertain about them from the insights they have generated. In other words, Precision Marketers get relevant.

As economies mature and competition intensifies, the pressure to appeal to the individual needs, preferences and priorities of prospects and customers has never been greater. Indeed, customers often expect this now – and their expectations are perpetually rising.

We are coming full circle. One hundred years ago, the owner of the corner store knew your name, knew your preferences and made personal recommendations. He or she might even have given you store credit or filled your bag for you. Then we entered an era of mass communication and mass production. Industrialized factories pumped out consumer goods that met our generally shared desire for greater comfort and convenience. Madison Avenue advertisers relied on mass media – broadcast networks, national magazines and large-circulation dailies – to reach us with messages that had mass appeal.

Now we seem to be returning to an economic environment in which buyers expect to receive personal treatment from their product and service providers. Relationships matter again and can become even more successful when they are relationships built on rich databases and mediated with advanced communications technology.

To succeed now, marketers must get personal and relevant. According to the CMO Council,

messaging to the mass market in general is simply not going to cut through the clutter and deluge of direct mail, advertising, Internet, email and cold calling overtures. Customers are looking for a sign that the companies soliciting them know something about them, and actually care about and understand their personal circumstances and dynamics, and, savvy customers today are very good at tuning out commercial noise and being more selective with whom they do business.21

As we have said, Precision Marketing is about reaching customers with the right message or offer in the right channel at the right time. Precision Marketing is also about integrating the customer insights, including all previous interactions, so that present and future interactions are deeply relevant (Figure 1.4).


FIGURE 1.4Deriving Relevance from Customer Insights
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If marketers are to excel in the Relevance Era, they will need to dramatically re-engineer their marketing approaches. First, marketers still have to acknowledge the fact that it’s easier than ever for customers to defect and that revenue growth will be ever more difficult to obtain. Smart marketers, in fact, list today’s ‘competitive, mature and unstable environment’ as their top market challenge.22

Next, marketers must come to grips with the growing demands and expectations of their prospects and customers. As consumers experience increasingly relevant interaction in hospitality, banking, telecommunications, insurance and other sectors, they will begin to expect such treatment across the board and will tolerate nothing less. Product and service providers will be under increasing pressure to provide compelling and customized experiences to remain competitive.23

Finally, marketers need to embrace the new strategies, methods and technologies that are transforming today’s customer relationships. These new capabilities will not only enable marketers to engage their customers with greater relevance but also enable them to track and measure performance with greater precision. Just as customer expectations will rise, so too will expectations in the boardroom and the executive suite. Marketing performance, in this Relevance Era, must rise to new and impressive levels.

Achieving relevance through Precision Marketing

One of the most consistent factors in all of the successful efforts discussed in this book is the commitment of organizations to gain greater precision in their marketing and customer engagement efforts. Precision Marketing, as we see it, is an approach that revolves around leveraging buyer insights to produce relevant messages, offers and solutions.

Precision Marketing is a significant step beyond conventional marketing in that it blends data technology with the creative process as it concentrates on engaging customers in an increasingly targeted – often individualized – fashion.

Precision Marketing is also a significant step beyond individualized, one-to-one marketing. For example, in their 1993 book The One to One Future, Don Peppers and Martha Rogers presciently envisioned and articulated this one-to-one trend. They carried forward the proposition that customer relationships were far more valuable than anyone realized, and that marketers must begin to engage their customers in a truly personal fashion. ‘To work successfully in a one-to-one world, you will have to calculate your success one customer at a time,’ they wrote, thus inspiring a generation of marketers.24

Often erroneously confused with one-to-one marketing, Precision Marketing is a scientific approach using data-driven, behavioural-based predictive techniques. One-to-one marketing and Precision Marketing are different in that Precision Marketing goes beyond the capabilities of one-to-one marketing. Precision Marketing continually finds distinct customer behaviours that have been overlooked by traditional marketing techniques and drives incremental revenue and return back to the business. In contrast, one-to-one marketing moved messaging from generic to personalized – for example, from ‘Dear Resident’ to ‘Dear Amanda’ – in the hope of building a deeper relationship. Precision Marketing uses a six-step process that includes advanced scientific methods and comprehensive analysis. The process will, first, help marketers predict Amanda’s propensity to respond; second, it will help marketers understand when she will most likely respond; third, it will predict which offers she will most likely purchase; and finally, it will help marketers build predictive insights about Amanda’s future buying behaviour.

Most importantly, Precision Marketing is the way to produce stronger results. More than 56 per cent of marketers believe that relevant communications outperform traditional mass market approaches, according to research from the CMO Council. Marketers in technology and internet-related fields rated their customized initiatives even higher, with 63 per cent stating that customization had outperformed mass-market delivery (Figure 1.5).25


FIGURE 1.5
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The drive to bring new levels of relevance to marketing is clearly elevated by today’s harsh economic climate and the thin margin of error now facing all companies. All marketers are being challenged to keep and grow their existing customers. Marketers won’t be able to meet that objective unless they engage their customers in deeply relevant ways. Such demands will inevitably encourage marketers to invest in Precision Marketing initiatives, which will be discussed in greater depth in the next chapter.
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Key takeaway messages from Chapter 1, ‘Getting relevant’



•In the overwhelming noise that is our current world, the scarcest resource is attention.




•Companies can cut through the clutter by using highly relevant content and communications based on customer insights.



•The risks of irrelevancy are enormous, as 91 per cent of consumers are opting out of e-mails and an astounding 63 per cent are liable to disengage from brands because of irrelevant messaging. These trends, at the very least, are a stark wake-up call for marketers.



•Consumers vote with their purses, voices and attention and are proactively taking steps to tune out messaging with actions such as:



–blocking;



–taking revenge;



–raising legal barriers to communication;



–losing loyalty and defecting from the brand.



•Customers want to do business with companies that understand them and their needs. Companies can use the customer’s purchase history to generate future relevant offers, and they can create messages that customers will read by focusing on what customers want to know – not just on what the company wants them to know.



•Precision Marketing means:



–using data-driven insights to deliver the right message to the right person at the right time in the right channel(s);



–leveraging customer insights, including all previous interactions, so that present and future interactions are deeply relevant;



–blending data technology with the creative process to engage customers in an increasingly targeted – often individualized – fashion.
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