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his book shows you how database marketing can be done in a
Tnew way that, once understood and properly implemented,

has the power to take your company from yesterday's data-
base marketing practices to a different way of getting and using
personal information that can produce a quantum leap in cus-
tomer benefits and your corporate profits.

By involving each customer as an equal partner and co-partic-
ipant in the marketing process from its very beginning, Consumer
Guided Marketing® enables your company to acquire and comput-
erize personal information from more than 90 percent of your cus-
tomer base in such a way that you protect each customer’s privacy
completely. This unique process also frees you to use each cus-
tomer’s personal information without any restrictions.

Once your company has done the database-loading research
described in Chapter 5, you will realize reduced mailing costs,
higher response rates, and extended customer lifecycles. Mailing
costs will drop to all-time lows as your consumer-guided data-
base identifies precisely who should get each mailing and who
shouldn’t—based on each individual's actual wants, needs, and
feelings. Once your company knows who to mail in this new way,
Junk Mail becomes a thing of the past as list segmentation and
statistical modeling become obsolete.

Response rates reach all-time highs as your consumer-guided
offers and consumer-specific letters spell out the details of
whichever benefits each different customer cares most about!
Envelope opening rates, letter reading starts, and read-throughs
soar beyond the highest levels in direct mail history as consumer
specific copy replaces the general benefits copy of the past.

Sporadic loyalty programs disappear when customer satisfac-
tion and lifecycle profits reach new, unprecendented plateaus as
you replace the “promotions to list segments” of the past by per-
sonal mailing dialogues with each different customer. This is a
new kind of Mailing Dialogue based on how precisely you know
who each person is, what each one wants or needs, and how
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strongly they feel about each different product, service, or dona-
tion request you write them about.

Marion Merrell Dow and MCI, first of the major corporations to
test this Consumer Guided Marketing method in 1991, were still
rolling out their programs at the end of 1995. Each had already
set a multibillion dollar record in highly price-competitive phar-
maceutical and long-distance telephone markets. Each had also
established a new industry record for customer retention and/or
new customer acquisition.

In business-to-business markets, where privacy has not been
a major problem, the database-loading research technique is
used to identify each key buying influence that impacts the buy-
ing process within all the different companies you're trying to
sell. As soon as this never-before-available information has been
computerized, the total power of database marketing in business
markets can be realized.

However, whether you take the next step in database market-
ing with businesses, consumers, or donors, everything changes
when you know the personal product-specific needs, wants, and
feelings of each person! All major decisions you make will be dif-
ferent: who you mail and who you don’t, what your envelopes look
like and what they say, how your letters look, what they say and
how they say it as well as what you write next. These changes
take database marketing into a new era.

Consumer Guided Marketing applies as much to tomorrow’s
electronic marketing as it does to today’s database-driven direct
mail marketing. Consequently, to not read this book is to bypass
what may be the most important marketing innovation developed
in the last thirty years of this century. As Dick Montesi, presi-
dent of Direct Marketing’s Education Foundation, said, “If noth-
ing else, this book will make you think long and hard about how
and why you're marketing the way you do now.”

DicK SHAVER
July 1996
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The
Evolution
of
Consumer Guided Marketing”

Direct Mail Marketers Computerize Personal Information
to
(reate
One-to-One Database Marketing

Problems cannot be solved by thinking within the framework
in which the problems were created.

If at first the idea is not absurd, then there is no hope for it.
Albert Einstein
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Database Marketing,
Privacy, Profits, and You

term customer relationships based on trust and satisfaction

between buyer and seller, “consumer outrage” caused by in-
vasion of privacy should be a powerful wake-up call: The signal
to generate a maximum effort to solve this potentially explosive
problem. Why? Because the marketing database, which has been
the engine of direct marketing’s dramatic growth since the mid-
1970s and will continue to be well into the next century, is
threatened by the specter of consumer outrage.

However, database marketers have yet to address the root
cause of privacy invasions: The transfer of personal informa-
tion from a third-party computer to the marketer's com-
puter without the knowledge or consent of the consumer!

This is what Patricia Faley, when she was acting director of
the United States Office of Consumer Affairs, was referring to
when she wrote “though consumers have learned how to find
their voices in today’s social and political battles, their reactions
often turn into political outrage because they aren’t always in-
vited to the debate.”

This “exclusion” from the debate can be seen in an advertise-
ment for a new seminar on database marketing that promised to
teach “how to preprogram customer loyalty”—treating the con-
sumer as an “object” to be manipulated rather than a person
with whom a mutually satisfying and continuing relationship
could be developed.

For professional direct marketers dedicated to creating long-
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Also typical was this seminar’s focus on the database mar-
keter's “skill” and the computer’s “power” instead of how buyers
feel about sellers. In the mailer promoting this seminar, the
word database was used over and over again, but the word pri-
vacy wasn't even mentioned. The problem of consumer privacy as
it relates to the use of database information was never ad-
dressed. Both the mindset and the denial are painfully obvious.

DMA-—the largest direct marketing association in the
world-—appointed a blue ribbon task force to look into the privacy
issue in 1990. But as well-intentioned and helpful as its efforts
have been, this committee’s two initiatives to date do not have
the power to solve a major problem of this kind.

Public Relations programs to create “awareness” and a plea
for database marketers to exercise restraint in the use of per-
sonal information transferred from third-party databases do not
begin to solve the problem. Neither approach impacts the root
cause of consumers’ lack of knowledge about, or consent to, mil-
lions of electronic transfers that take place in some unknown
computer in some unknown place every day of the week.

Yet this kind of transfer has been routine since database
marketing’s beginnings in the United States during the 1970s.
Such transfers have become natural and repetitive, escalating
rapidly from millions of times a day to tens of millions of times a
day as database marketing grew rapidly through the 1980s and
into the 1990s.

During those years, word about the power of database infor-
mation spread just as rapidly. Seemingly overnight, everyone
wanted to learn how to build and use a marketing database.

But there was confusion . . . and then, trouble. Those who un-
derstood just a little about the marketing powers of database in-
formation taught others about it as if they understood it a lot. Too
little thought was given to applying database power to developing
long-term customer relationships and far too much thought given
to getting the next response and the next order at lower cost.

This focus blinded many marketers to a powerful and steadily
growing undercurrent of consumer concerns. Concerns which
surfaced in 1992 when Attorney Generals in nineteen different
states started class action lawsuits for invasion of privacy against
TRW, one of the largest third-party database vendors in the
United States.

More than a few people were not only upset but also angry!

What a change from the Gallup poll in 1980, when 63 per-
cent of consumers said getting and reading the daily mail was
the event they “most looked forward to” in their day-to-day lives,
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unexpectedly ranking their daily mail ahead of watching televi-
sion. That research showed Americans loved to shop by mail.

But twelve years later, in 1992, this nationwide love affair
had gone sour. Replaced by outrage and lawsuits! How had it
come to this? In hindsight, the reasons are not hard to see. The
database phenomena started with, and has been powered by, an
almost irresistible vision of exponential profit growth driven by
dramatic cost reductions and equally dramatic gains in response
and revenue. Profit gains that were not possible using traditional
direct mail marketing techniques alone.

From the beginning, it has been clear that the database
could do for marketing what the internal combustion engine did
for ground transportation: Change its very nature to provide the
platform needed for a genuine Quantum Leap.

Prior to the database, direct mail marketers knew almost
nothing about customers beyond their name, address, and gender.
In those years, lists were “segmented” and tested by what little in-
formation existed about each person: their response history, the
Classic R-F-M & V formula. If a portion of a list segment tested
profitably, it was rolled out to the rest of the list segments. If it
tested unprofitably, no more mail was sent to any part of the un-
profitable segment.

Absolutely nothing was known about who the consumer was
or how they lived, much less what they needed, wanted, or how
they felt about products being offered. The direct marketer
didn’t even know any consumer’s age, incorne, occupation, mar-
ital status, number of children, education, type of home, or
kind of car. Demographics were not yet a part of the direct mar-
keting process.

Nor did direct marketers know, prior to the late 1970s, which
products or services any individual consumer liked or didn’t like!
Fishermen, cooks, investors, travelers, needleworkers, golfers,
wine drinkers, backpackers, movie lovers, antique lovers, history
buffs, do-it-yourselfers—none were identifiable. Psychographics,
too, were not yet a part of the marketing equation.

But what the direct mail marketer did know—which products
had been purchased from the list owner, how many times, and
what they had cost (the classic R-F-M & V Formula, see the box
on page 6 for an explanation)—had proven to be enough. For a few
entrepreneurial spirits, if 2 percent responded from a prospect
mailing, they discovered those first time responders could often
be turned into repeat responders in the 5 percent to 13 percent
range. Carefully nurtured over the years, these customers could
produce significant Future Value: a predictable, steady lifecycle



