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Abstract
The author argues that consumer expectations are being redefined,
while technologies are enabling new marketing capabilities which
meet and feed these expectations. In particular, consumers want more
than functional benefits which seem increasingly undifferentiated. In
addition to product quality and value, they are looking for process and
relationship benefits which ‘access’ and ‘interfacing’ technologies are
increasingly able to provide. Traditional businesses are being attacked
by new competitors who use technology to meet consumer
expectations with innovative value propositions.

Marketers need to respond by developing new strategies,
refocusing their marketing investments and tactics and developing
new organisational capabilities and processes. New strategies
require redefining marketing processes from the traditional linear
‘choose the value, deliver, communicate’ approach to a faster,
iterative approach which consists of multiple tailored value
propositions. Meanwhile cost savings from a streamlined value
delivery system will be reinvested in marketing spending targeted
at micro-segments and increasingly in interactive media. These
fundamental shifts in marketing strategy and tactics require
companies to adopt a new mindset and build new skills,
organisational structures, staff and systems.

Among the key skills are understanding value exchange with
customers, integrating multiple data sources, predictive modelling
and integrative leadership. The structure that facilitates these skills
will be organised around cross-functional teams aligned around
customer opportunities. Finally, the systems infrastructure
requirements are substantial across the board from customer care
systems to one-to-one Internet applications.

There are four stages in moving towards full interactive
marketing.  So far nobody has reached stage 4.  There are a
number of critical decisions companies need to make now about
how to move through the stages.

This paper is based on the author’s presentation at the IDM
Symposium 1999.
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Redefined consumer expectations
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Experts are rushing
to their crystal balls
almost as fast as the
Internet start-ups
are rushing to IPO

The new model
allows suppliers
to interact with
customers and
customers to
interact with one
another anywhere,
everywhere, and
anytime

Why are consumers
looking for more?
It is because
products seem
to them to be
increasingly
undifferentiated
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Emerging technologies
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Source: McKinsey research

Functional benefits

Process benefits

Relationship benefits

Figure 1: Consumers value process and relationship benefits as highly as functional benefits

The traditional
functional benefits are
joined by process and
relationship benefits

Data flows from
consumer
touchpoints like
call centres, mail,
Internet and stores
will be integrated
seamlessly
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Innovative new competitors
!��
���
�����
���
����	����
�$���	���
���
����������
���
�������
���
���$��$�
$����
�����������
#���
��
����
���
���
�������
���������
��
�
������
�
���
����������
��
�����������
�����������
����	����
���
����
��
�����
��
����
�����
������
���
�����$�
����������
��
����
������
������	��
	�������
?��
���
���
���
���
���������
��$�
��$������
���$��$�
����������
������
�������
���������
�������
����������
�
��$���������
	���
���
�������
���
����������
	������
��
	���
���
����
	����
���
��
����$�
���������
��������
������
������
���
�����$�
�������
�����
����
���
���������
	����
��
�C�
	����
��
��������
�������
�����	�� ��
���$����
�
������
���������
����
������
	�
���$���
����
�����������
���
��$���
���
��������
����	����
���
���
�������
��
�������
���
�����
������	��
��������
�������
���
�����
����
"�
���
���
�����
���
�$�����
�����
����������
�������
�����
���
���
�������
��
����
�������
���
��������
����
$���
��
���
������
���������
"�
���
���
�����
��
�����	�� ��
���
��
�����������
���
�����
����������
������
��
���
"��������
����
����
����
����
���������
���
����
����
���
�������
��
����
���
 ��
���
�������
��$��
�$��
����
���

Technology is having a
dramatic impact on the
very concept of price,
with dynamic pricing
rapidly replacing price
benchmarks

If overused or
intrusive, new
technologies will
create consumer
attention burnout
and relationships
will decline

New attackers
have developed
innovative
approaches across
multiple industries
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Retail stock trades
made online

Residential long-
distance sellers

Automotive
information online

Direct-to-
consumer groceries

Current In five years
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Modify marketing strategy
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Figure 2: Substantial volume will shift to new attacker models
Percentage of total industry volume

E-Schwab and
other online
brokers have
established a
brand position
that traditional
retail brokerages
will struggle to
overcome

New-age strategies
succeed by
redesigning or
reconceiving both
the value
proposition and the
value delivery
system to generate
superior economics
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Identify the key
benefits to provide
to target customers

Deliver single value
proposition based on 
functional benefits

Communicate message
through mass, one-way
advertising

Choose the
value

Deliver the
value

Communicate
the value

• Try

• Test

• Refine 
   or redraw Choose

D
el

ive

r

Communicate

Build the customer
relationship and the brand

Identify areas where
there is room for significant
value redefinition

Figure 4: New marketing approach

Figure 3: Redefining traditional marketing processes

Saturn has generated
a distinctive appeal
for a consumer
segment who will
camp out at the
factory for festivities

The new marketing
approach will be
iterative, using a
continuous ‘try it,
test, redefine it’
delivery approach
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Figure 6:  Prepurchase research activity
Percentage of total industry volume

Segment 1

Segment 2

Segment 3
Figure 5: New marketing approach across segments

Already, a significant
proportion of offline
buyers conduct
much of their
pre-purchase
research online
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Consumers have the
ultimate power to
track self-behaviour,
avoid identification
and only release
information when
they are confident
that value will be
exchanged

Measurement of
traditional media
effectiveness appear
increasingly
superficial

Companies will
need a very different
mindset in which
they parallel manage
a portfolio of
initiatives
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Opportunity team
Segment B
Manager
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Manager
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Manager

Product
Manager A

Product
Manager B

Product
Manager C

Database management

Attrition modeling

Channel management expertise
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Product R&D
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Market research
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Figure 7: Evolution to opportunity-focused

We are starting
to see forward-
looking ‘customer
opportunity teams’
which identify and
realise new business
concepts
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New skills will
be wasted without
the systems
infrastructure

If all this sounds like
a lot to do, it is —
and there isn’t much
time to get started
on the journey

Is interactive now
regarded as a core
element of your
business?
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Level 1 —
Mass

Mass communicating
similar offers to 
broad segments

Level 2 — 
Segmented

Targeting communication
of selected offers to 
narrow groups of 
customers

Level 3 — 
Behavioural based

Optimising economics
by changing and/or
adapting to key
behaviours

Level 4 —
Experience management

Fully individual 
behavioural approach
with multi-channel,
event-driven, and 
multi-step interactions

Source: McKinsey research

Figure 8: Interactive marketing performance levels

Nothing fuels
the growth of
the interactive
marketing culture
like proven,
quantified customer
success stories
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