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Executive Summary


Permission marketing—the act of asking a customer’s permission or voluntary cooperation in the marketing process—is not new.  Long before Seth Godin coined the term “permission marketing” in his 1999 book, marketers struggled to find ways to open up a two-way communication channel with their customers  Traditional media channels largely limited their advertising efforts to “interrupting” the customer with a mass marketing message.  One-to-one interactive relationships were not cost effective.  But, they were effective in generating customer commitment, loyalty and increased lifetime value. 


What has given new meaning to the term “permission marketing” is the technology that is enabling companies to use permission to create cost-effective, long-term, individualized, relationships with customers.  Sophisticated databases and the Internet enhance the marketer’s ability to interact individually with the consumer.  However, the interactivity afforded by advances in technology has fostered several major concerns for the permission marketer: 

· Information technology management

· Consumer privacy 

· Organizational change

The passive, one-way, interruptive nature of traditional print and broadcast advertising is giving way to the two-way interactive relationship maintained via direct marketing.  Yet, a relationship cannot develop without an exchange of information.  Here’s where the permission comes in.  Permission marketers offer the consumer a trade off.  In exchange for personal information, the consumer receives an incentive or benefit in return (i.e., information, discounts, prizes).  Interactive relationships allow a marketer to better target his or her market, to customize product or service offerings, to maintain frequent and relevant communication, and to better measure the effectiveness of the marketing strategy.  Both marketer and consumer benefit from the relationship.  

To make use of this information, marketers must utilize technology to effectively gather, sort, store and manage data.  Database marketing and e-commerce offer incredible opportunities to collect and retrieve customer information.  This information can be used to develop just the kind of targeted, tailored relationships marketers want.  

Unfortunately, the powerful technology that makes this possible also significantly increases the opportunity for misuse of information.  Consumer concern over privacy plays an ever-more-important role in marketing today.  For this very reason, permission marketing has gained in popularity as well.  Studies consistently show that consumer confidence and trust are directly correlated with
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an organization’s policies on privacy and data collection.  In addition, consumer privacy concerns are reduced significantly when permission is secured in advance and the consumer is informed about the type of data collected and the use to which that data will be put.      

Marketers face a constant challenge in balancing consumer privacy and their own profit motives.  The success of relationship marketing depends on an organization’s ability to offer the consumer a mutually beneficial relationship without violating trust, compromising private information, or overstepping the permission offered.  And the success of an organization’s marketing strategy depends on its ability to use both “old” media  and new in a highly integrated fashion to grab attention, gain permission, build a relationship, and leverage that permission into increased profits.

The shift from transactional to relationship marketing, from interrupting to asking permission, requires deep and sustained corporate change at every functional level.  Technology, tasks, people and structure are affected.  This gamma-level change requires both time and commitment for successful implementation.  
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INTRODUCTION


History of Permission Marketing

“Permission marketing” is a term coined by author Seth Godin (1999) in his book by the same name.  Godin defines permission marketing as offering the consumer an opportunity to volunteer for marketing messages.  Permission marketing is compared in stark contrast to the traditional “interruption marketing,” defined as interrupting countless consumers to gain attention.  “Permission Marketing encourages consumers to participate in a long-term, interactive marketing campaign in which they are rewarded in some way for paying attention to increasingly relevant messages. … Permission marketing is anticipated, personal and relevant” (Godin, 1999, p. 43).  

The focus in permission marketing is the relationship or dialogue with the customer.  “The Permission Marketer works to change his focus from finding as many prospects as he can to converting the largest number of prospects into customers.  Then he leverages the permission on an ongoing basis” (Godin, 1999, p. 65).  The payoff in permission marketing comes from the “very high lifetime value of a customer” (Godin, 1999, p. 63).  

Although Godin has given this marketing technique a new name for a new millennium, direct marketers have been asking permission since the first door-to-door salesman arrived on the frontier in a covered wagon.  What Blattberg and Deighton (1991) call “addressable marketing” is a mainstay of direct mail, telemarketing and personal selling and has been for years.  So what’s so revolutionary about permission marketing?  “What is new is low-cost electronic management of the dialogue.  The cost of holding a consumer’s name, address, and purchase history on line has fallen by a factor of a thousand since 1970 and is continuing to fall at this rate” (Blattberg & Deighton, 1991, p. 6).  Don Peppers, coauthor of The One to One Future, agrees in his forward to Permission Marketing: “Today, however, because of interactive technology, it has become cost-efficient once again to conduct individual dialogues, even with millions of consumers—one customer at a time” (Godin, 1999, p. 12).  Computerized databases, the Internet and e-mail communication have made customer relationship management and relationship marketing possible and affordable.  In essence, advances in information technology are responsible for the elevation of “permission marketing” to the status of marketing buzzword.  


- 1 -

Awareness of Key Issues

How is the IT-driven concept of permission marketing changing the way companies establish customer relationships using “old” media as well as “new?”

The concept of permission marketing and its subsequent popularity originated in response to changes in consumer lifestyles and to advances in communications technology.  These same changes and advances have created additional marketing concerns that affect both traditional and online marketing efforts.  These key issues will affect the adoption and success of permission marketing in the future:

Ineffectiveness of mass marketing -- Goden (1999) contends

that marketing “clutter” has increased to such a degree and that

media has splintered so vastly those consumers with limited time,

attention spans and discretionary spending can no longer be

reached effectively using mass “interruption” marketing.  Will

traditional marketing in “old” media be replaced by permission

marketing over new media?

Advances in technology -- What effect will technologies like Wink

and TiVo and Replay TV have on broadcast advertising?  What

opportunities will new wireless and mobile technologies offer

marketers?  As the power of customer databases is enhanced with

artificial intelligence, will the efficiency of the “Three Ts: targeting,

tailoring, and tying” (Cespedes & Smith, 1993, p. 7) further increase

the power of the consumer or of the marketer?

Privacy concerns -- Balancing interruption, permission and privacy 

has become perhaps the most challenging issue, particularly when

using database marketing, e-mail, and wireless communication. 

According to Ross Petty (2000, p. 1), “Indeed, the noted consumer

advocate Mary Gardiner Jones (1991, p. 135) once asserted that privacy rested on two principles: the right to be left alone and the right to control personal information.”  He contends “the right to be left alone should include, when feasible, the right to be free from unwanted marketing solicitations.”  

Even in permission marketing, initial consent can only be obtained through interruption, so some invasion of privacy is required.  Yet, “Most consumers are willing to give up some of their privacy to participate in a consumer society” (Phelps, Nowak & Ferrell, 2000, p. 1).  In fact, “Rather than being left alone, most
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people want protection against unwarranted uses of personal information with minimal damage to their increased choice and flexibility as consumers” (Cespedes & Smith, 1993, p. 8-9).  Milne and Rohm (2000, p. 1) succinctly describe the delicate balancing act: “At the heart of the policy discussion is whether businesses are practicing fair information practices and, subsequently, whether consumers are given ample opportunity to opt out of direct response lists and control the use of their personal information.”

Ethical issues -- As an expansion of the privacy issue, companies

must deal with the ethical issue of who “owns” the customer

information collected and how this data can be used beyond the

original purposes for which the consumer provided it.  As Cespedes

& Smith (1993, p. 10) note, “’privacy’ has two discrete components:

physical privacy and information privacy.”  Physical privacy deals

more with the right to be left alone from unsolicited contact, while

“information privacy issues concern the inputs, use, and control of

data.”  

Godin (1999) contends that permission is not transferable.  “The transferability of permission seems harmless until you realize that once transferred, it ceases to be permission” (Godin, 1999, p. 132).  

Impact on Organizations 
Permission or relationship marketing has clear advantages for both marketers and consumers.  “Over time, customers can receive more relevant messages and products, and the vendor can lower selling costs and increase retention rates” (Cespedes & Smith, 1993, p. 7).  But, in turn, permission marketing requires a complete reordering of the way an organization does business.  The gamma-level change required affects technology, tasks, people and structure.  The change is a radical departure from the “push” marketing practiced by many organizations today.  Are organizations willing and able to undertake this magnitude of change?  

Consequences of No Change

Technological enablers, including sophisticated database platforms, Web sites, e-mail capabilities, and wireless and mobile communication devices, to name a few, have made interactive marketing not only possible, but also cost effective.  Albeit technology-driven, technology for its own sake is not the prime motivator for organizations today to take 
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advantage of relationship marketing.  “While technology provides the means, changes in communication and distribution channels provide the motivation for firms to use DBM [database marketing] programs” (Cespedes & Smith, 1993, p.9).  The authors go on to cite rapidly rising personal selling costs and the decline in cost-effectiveness of broadcast advertising as bottom-line marketing concerns.  “Thus, marketers find that traditional communications vehicles are eroding at a time when DBM technology offers more capabilities and promise” (Cespedes & Smith, 1993, p. 9). 

Organizations that fail to understand the value of integrating permission marketing, and the underlying technology that can carry the message so cost effectively, into their overall marketing strategy may be unable to compete in today’s marketplace.  Integration of “old” media with new media is essential.  “Marketers have long recognized that marketing tools are most potent when used in conjunction with one another. … A database of addressable customers can play the role of nerve center in an integrated marketing program. … The future lies with firms who can use the new two-way channels of communication to create richer, more securely based relationships, reaching across a whole range of products and resting on honest and intelligent dialogue with their customers” (Blattberg & Deighton, 1991, p. 10, 14).             

Subject Scope/Definitions

Five steps to permission marketing -- Godin (1999, p. 48)

defines the five steps to an effective permission marketing campaign as follows:

· Offer an incentive to volunteer

· Offer information to teach the customer about the product or service

· Reinforce the incentive to keep attention and permission

· Offer additional incentives to move the prospect up the permission ladder

· Leverage the permission to change customer behavior and increase profits

The focus of this paper will be on Step 1, the advantages and challenges of garnering the prospect’s permission.  The major issues to be considered in initiating a two-way, interactive dialogue or relationship with the consumer will be addressed, and the role of information technology in this process will also be examined.  
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Finally, application of permission marketing to more traditional media, as well as to newer media, will be included.  Even Godin (1999, p. 52) who calls permission marketing “the tool that unlocks the power of the Internet,” recognizes a place for permission in traditional marketing mediums as well.    

Interactive Marketing -- “Interactive marketing, as defined in this paper, is: ‘the immediately iterative process by which customer needs and desires are uncovered, met, modified, and satisfied by the providing firm.’  Interactivity iterates between the firm and the customer, eliciting information from both parties, and attempting to align interests and possibilities.  The iterations occur over some duration, allowing the firm to build databases that provide subsequent purchase opportunities tailored to the consumer (Blattberg and Deighton, 1991).  The consumer’s input allows subsequent information to be customized to pertinent interests and bars irrelevant communications, thereby enhancing both the consumer experience and the efficiency of the firm’s advertising and marketing dollar” (Bezjian-Avery, Calder & Iacobucci, 1998, p. 23).

For true interactive marketing or relationship marketing to occur, it is assumed that the consumer must give some level of permission, i.e., a dialogue or a relationship does not occur without willing participation from both the consumer and the marketer. 


Problem or Need
How is the IT-driven concept of “permission marketing” changing the way companies establish customer relationships using “old” media as well as new?  Information technology offers marketers an unprecedented ability to develop long-term relationships with customers.  “DBM [Database marketing] can improve the targeting of current and potential buyers. … DBM allows companies to tailor marketing messages and products more specifically to customer groups. … By taking advantage of relationships the company has created through targeting and tailoring, it can develop and maintain better ties” (Cespedes & Smith, 1993, p. 7).

Yet, in business life, as in personal life, relationships require careful management and are prone to conflict.  “Relationship marketing is powerful in theory, but troubled in practice. … Relationship marketing as it is currently practiced has not brought us closer to our customers.  Instead, it has sent us further afield.  Our misguided actions have sparked a consumer backlash that endangers the reputation of relationship marketing” (Fournier, Dobscha, & Mick, 1998, p. 44, 51).   
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Finding the Answers

How can marketers today utilize the latest available technology to capitalize on the huge untapped potential of permission marketing while engendering consumer trust and loyalty, minimizing serious consumer privacy and ethical concerns, and creating a sustainable competitive advantage in the marketplace?  Every organization has a vested interest in answering this question.  As consumers use technology to gain unprecedented access to information and to exercise more control over the marketing messages they receive and the way in which they receive them, interruption marketing will continue to lose its effectiveness and power in the market.  What’s the payoff?  “As a business, if you do it right, the dialogue and involvement of a customer will lead to customer loyalty, for that customer.  The more the customer is engaged—the more he or she has collaborated with you to fashion the service you are rendering or the product you are selling—the more likely the customer will be to remain loyal to you, rather than going to the trouble of switching this collaborative activity to one of your competitors” (Godin, 1999, p.12-13).    
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EVIDENCE

Seth Godin is an author who has written books on the subjects of permission marketing and viral marketing.  His experiences as a founder of Yoyodyne and as a vice president at Yahoo! have given him much insight into the subject of marketing.  Even so, since the information presented in his books is merely opinion, his books will not be considered evidence but are presented in the introduction and occasionally in this section as a context framework against which the preponderance of evidence can be applied.  


Power of Permission

Most sources tend to agree that permission-based relationships with customers are more productive and profitable than mere transactional relationships.  “Addressability gives commercial speech some of the character of conversation.  When a firm can go back to a customer to respond to what the customer has just said, it is holding a dialogue, not delivering a monologue.  Conversation can nurture relationships far richer and more idiosyncratic than one-way advertising can” (Blattberg & Deighton, 1991, p. 8).  

“It’s no longer just down to the four p’s-product, price, place and promotion, but how strong the consumer’s relationship is with your brand and its performance compared with rivals” (Hiscock, 2000, p. 2).  

Roberts (2000, p. 37) finds that “Marketing action is still about optimizing the marketing mix. … However, more important, a more explicit recognition that the firm’s installed customer base also represents a major marketing asset has been recognized.”  He advocates protecting this important asset by improving “customer utility” and increasing the “cost of customer switching by using relationship marketing” (Roberts, 2000, p.39).  

Only through relationships can firms understand what customers want and capitalize on this information through value-adding and individual customization (Roberts, 2000).  One of the difficulties in more traditional marketing is measuring value and results.  Because permission-based relationships build lifelong customers, measuring “the lifetime value of the firm’s customer base can help marketers judge their expenditures by measuring a plan’s efficiency in producing assets” (Blattberg & Deighton, 1991, p. 7).  This bottom-line impact makes relationship marketing more attractive to a firm’s senior executives and key stakeholders.  
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Technology-Enabled Permission

What has really made the bottom-line impact of permission-based relationships so attractive is the cost-effectiveness made possible by advances in information and communications technology.  The ability to develop relationships with customers started with a computer database.  The cost effectiveness of establishing a frequent dialogue improved with the introduction of the Internet and e-mail.  This same ability is exploding with the proliferation of wireless technology and consumer networks or communities.

The Database -- “It’s a marketers dream—the ability to develop interactive relationships with individual consumers.  Technology, in the form of the database, is making this dream a reality.  Now companies can keep track of customer preferences and tailor advertising and promotions to those needs” (Blattberg & Deighton, 1991, p. 5).  

This same database is what drives all permission marketing.  In order to establish a relationship, the marketer needs a customer’s personal data as well as purchase information.  Using this information, the marketer is able to make subsequent communication “anticipated, personal and relevant” (Godin, 1999, p. 43).

The Internet -- Now combine the power of the database with the reach of the Internet:  “Direct marketing, according to a DMA [Direct Marketing Association]-commissioned study will generate 1.7 trillion in U.S. sales in 2000 and $2.7 trillion by 2005.  Direct-response-advertising expenditures now account for more than half of all U.S. ad dollars, … Direct marketers’ web-driven sales were estimated at $24.0 billion in 2000 and are projected to reach $136 billion in five years” (Murphy, Hofacker, & Bennett, 2001, p. 2).  

Commercial websites and e-mail allow unprecedented reach and personalization at almost zero marginal cost.  “Some internet companies are increasing profitability by adding their knowledge of consumers’ purchase behavior to data on website visitors’ behavior.  Analyzing this information—known as data mining—helps businesses plan effective electronic loyalty programs based on customer lifetime value, acquisition cost, and customer life-cycle economies” (Murphy, Hofacker, & Bennett, 2001, p. 3).  

“Individuals may choose to share information about themselves, including their e-mail address, interests, and
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preferences.  In return, e-marketers can engage in what Seth Godin has labeled ‘permission marketing,’ which involves creating tailored communications and offers that alert and advise customers of information, events, and products that may be of interest.  In many ways, these sites serve as the equivalent of a ‘personal shopper,’ providing objective and even expert advice to the consumer” (Hendrix, 1999, p. 3).

Mobile Communications -- Wireless technology and mobile communications will add even more accessibility to the Internet.  Marsh (2000, p. 1) reports that “’By 2003, there will be more mobile phones and other personal and portable devices accessing the net than there will be PCs.’”  In this new advertising medium, asking permission is even more critical.  

“Only after receiving permission from a consumer will advertisers be able to communicate with them, using new technology to deliver messages direct to the individual 24 hours a day” (Marsh, 2000, p. 1). 

“To gain permission, advertisers must ensure messages add value and carry real benefit, … advertisers will have to offer a lot more than passive wallpaper ads—as with banners on the internet to build a trusting relationship” (Curtis, 2000, p. 2).

Consumer Communities -- As more and more consumers become connected to the Internet via PC or wireless device, “Leading e-marketers also are using technology to facilitate interaction among ‘communities of interest.’  These communities enable what has been called the most powerful business model on the Internet, ‘viral marketing,’ which as the name implies involves consumers interacting and communicating with one another over the Internet, of course, to ‘spread’ information about the latest product” (Hendrix, 1999, p. 3-4). 

Permission Marketing in Action -- Examples of new e-marketing strategies based on permission are not hard to find in the popular literature.  Consider the free PC-with-Internet-access giveaway.  “To get the PC, people have to fill out a questionnaire about their income, tastes and education” (Mazur, 1999, p. 1).  Oh, by the way, the consumer also gives permission to look at advertising displayed on the screen.  
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Coca-Cola’s online auction site is “clearly establishing a two-way relationship and dialogue between the teenage market and the brand.  Visitors are said to be spending an average of 12 minutes ‘interacting with Coca-Cola’ on every visit to the site” (Gofton, 2000, p. 2).  

“WinWin.com, which brands itself as an ‘online permission marketing company’,  … aims to boost clickthroughs for clients’ banner ads by paying customers for their personal information and ‘rewarding’ them for watching the ads.”  WinWin.com’s director of marketing says: “We’ve got to bite through the clutter.  It’s a simple message-people’s personal information is valuable and we’re willing to pay for it” (Rosier, 2000, p. 1).  

Death of Interruption Marketing

Where does all of this leave the “old” media that relies so heavily on passive, interruption marketing?  For that matter, where does it leave all non-interactive and unsolicited advertising, regardless of the media?   

“Broadcast media send communications; addressable media send and receive.  Broadcasting targets its audience much as a battleship shells a distant land into submission; addressable media initiates conversations.  The new marketing does not deal with consumers as a mass or as segments, but creates individual relationships, managing markets of one, addressing each in terms of its stage of development” (Blattberg & Deighton, 1991, p. 5).  

But, wait.  Even Blattberg & Deighton (1991, p. 10) conclude in the same article that “marketing tools are most potent when used in conjunction with one another.”  For instance, they advocate combining traditional print and television advertising with direct mail, telemarketing and sales promotion for better results.  And technology can play a key role in this integration.  “A database of addressable customers can play the role of nerve center in an integrated marketing program” (Blattberg & Deighton, 1991, p. 10).  

Remember the Coca-Cola example?  The auction web site relied on “a fully integrated campaign comprising an on-pack promotion, in-store material and an intensive radio and TV campaign” (Gofton, 2000a, p. 1).  

One ad agency executive defends traditional media this way: “’Godin is right to say that we are overwhelmed in this oversupplied world,’ he says. ‘But that is why advertising is useful; it helps people to make a choice.  With so much to choose from, it always comes back to the brand. 
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The strongest brands are the ones that will survive, and it is advertising that makes brands famous.  That is why permission marketing will not replace traditional marketing, although it will be a fantastically useful supplement to it” (Gofton, 2000b, p. 5).  

Even if there is still a clear role for both “old” and new media in marketing, technology and the trend toward interactivity will force both to reduce interruption, improve targeting and increase cost effectiveness.  Interruption marketing without a response mechanism to invite permission may be doomed, even – and maybe particularly – on the Internet.  

Interruption on the Web -- “Consumers do not respond remarkably differently to the Internet than to other media.  Dreze and Hussherr (1999) find responses to advertising on the Internet to be similar to responses to advertising in other media, except that advertising on the Internet appears to be easier to ignore” (Stewart & Zhao, 2000, p. 4).  

Nothing in the literature draws more vehement disdain than “spam.”  “Unsolicited commercial email—‘UCE’ or ‘spam,’ in the online vernacular – is any commercial electronic mail message sent, often in bulk, to a consumer without the consumer’s prior request or consent” (Harrington, 1999, p. 1).  

In testimony Eileen Harrington (1999, p. 2), chairman of the Federal Trade Commission’s Bureau of Consumer Protection, said: “Giving consumers the ability to choose the information they receive over the Internet – known in the industry now as ‘permission-based’ marketing – seems likely to create more confidence in its content and in the sender. … The Commission believes the proliferation of deceptive bulk UCE on the Internet poses a threat to consumer confidence in online commerce.”  

The lure of e-mail advertising is almost irresistible to marketers in light of its nearly zero marginal sending cost.  But, as more and more unsolicited e-mails are sent, the clutter and competition for consumers’ attention at their personal mailboxes will condemn this mode of advertising to the same fate as “junk” mail and the hated unsolicited telemarketing call.  This is interruption at its finest.  “This is likely to reduce the effectiveness of e-mail as a promotional tool and will ‘kill the golden goose’” (Krishnamurthy, 2000, p. 4).      
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Broadcast Interruption -- New broadcast technology may make it even easier for viewers to ignore advertising.  Wink, Replay and TiVo, interactive television recorders that allow viewers to pause and fast forward programming in real time, allow viewers more control.  

“’The big message that TiVo sends out is that ultimately, interruptive advertising’s days are numbered.  The permission marketing model is right, and everyone is going to have to figure out how they can get relevant and engaging messages to consumers, who now have the power to filter them out and decide whether they want them or not” (Dignam, 2000, p. 2).  

Godin is quoted in 1to1 Magazine as saying: “’The challenge to a broadcast advertiser is, how do you go from interrupting people because you want to, to interrupting people because they want to be?  And that power shift fundamentally changes the dynamic of what advertising is about’” (DiGrazia et al., 2001, p. 52).  

The future face of broadcast advertising may not look all that different.  What will be different is the behind-the-scenes targeting behavior and the customization of advertising messages.  There is even some evidence that suggests interactive advertising is not for everyone and that the linear, passive form of traditional advertising may be more persuasive for some viewers and for some products (Bezjian-Avery, Calder & Iacobucci, 1998).                  

Print Interruption -- In the world of print advertising, computer-driven binding technology and in-line inkjet printing already enable catalog direct marketers to customize mailings.  Blattberg and Deighton (1991, p. 7) expect magazines to become just as “addressable as direct mail,” with customized advertising reflecting past purchase behavior of subscribers.  


Relationship Everyone?

With the demise of interruption marketing and the rush to permission-based relationships, one feels compelled to ask: Does every customer really want a relationship with every television advertiser, every magazine publisher, and every Internet web site?  

According to Fournier, Dobscha & Mick (1998, p. 44), “The number of one-on-one relationships that companies ask consumers to maintain is untenable. … Every company wants the rewards of long-term, committed
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partnerships. … Do marketers understand how customers’ trust and intimacy factor into the connections they are trying to forge?”  


A Question of Trust
The keys to establishing and maintaining a permission-based relationship lie in engendering consumer confidence, trust and loyalty, but are organizations today up to this challenge?  

No one disputes the role trust plays in consumer confidence, and building trust takes time.  Recognizing that there is no permission without trust, Godin (1999) is quick to point out that earning permission and leveraging it takes patience.  Companies expecting a quick payoff are more likely to abuse consumer trust.  

The term “permission creep” perhaps best describes the method many companies employ of using one-time transactional permission as blanket permission for the future (Krishnamurthy, 2000, p. 4).  

Trust on the Web -- Individual organizations face added challenges in using e-mail and Internet permission marketing.  Urban, Sultan & Qualls (2000, p. 48) call trust “the currency of the Internet“ and maintain that customers must first learn to trust the Internet in general before trusting the specific organization’s web site.  And earning this trust is difficult in e-commerce.  

“Seventy-four percent of marketing industry leaders agree permission-based e-mail (PBE) is the most effective direct sales and product and service awareness tool, but warn abusing easy access to the consumer will cast doubt on its credibility” (Bowles, 2000, p. 1).  

The literature shows that permission marketers have a distinct advantage in relationship building.  Sheehan & Grubbs (2000) reported that when the online consumer initially instigates a relationship, i.e., permission given, even an unsolicited e-mail at a later date is not considered an invasion of privacy.   

Information = Power -- According to Wang, Lee & Wang (1998, p. 64) “one of the major impediments against full-scale integration of the Internet marketplace with modern business is the lack of confidence Internet consumers have in the newly developed marketing machinery.  The most crucial issue that Internet consumers have identified is fear and distrust regarding loss of personal privacy …”  
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Databases that contain consumer information give marketers added power, and this power frightens and intimidates consumers (Blattberg & Deighton, 1991).  

“With the increasing diffusion of consumer databases and technology that can access them across organizations, additional dimensions of trust become prominent: trust in a company’s ability to keep personal information in the hands of those who have the consumer’s consent and to use that information in a fair manner” (Cespedes & Smith, 1993, P. 15).  (See Rules for DBM Fairness in Table 1.) 

 More powerful databases have encouraged organizations to collect more data than they really need or intend to use.  “For example, if a company routinely asks its customers for sensitive information but doesn’t put that information to use, it should stop asking those questions” (Fournier, Dobscha, & Mick, 1998, p. 49). 


Table 1: Rules for DBM Fairness


Source: Cespedes, F. & Smith, H.J. (1993).  Database marketing: New rules for policy and practice.  Sloan Management Review, 34, p. 16.
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How much information is too much?  Walking the thin line between privacy protection and profit potential unbalances many organizations.  How can permission marketing aid in this balancing act?


Privacy at a Price

Blattberg & Deighton  (1991, p. 12) contend: “The tradeoff between marketing efficiency and privacy is a matter of continuous negotiation in a market economy.”  The tradeoff they describe involves using better market data to make markets more efficient to lower prices and increase consumer choice.  “It might also be argued that when a company can more precisely target its prime customers, it reduces rather than increases the number of unwanted commercial intrusions” (Blattberg & Deighton, 1991, p. 12).  

Studies consistently show that “to participate in today’s marketplace, consumers must be willing to give up some of their privacy” (Milne, 2000, p. 5).  

What makes the privacy issue so complicated is the wide disparity between how much privacy individual consumers are willing to trade in exchange for a perceived incentive or benefit.  “Studies have found, for example, that many people would be upset if they were denied the marketing and credit opportunities made available through the use of personal information” (Phelps, Nowak, & Ferrell, 2000, p. 1).  

Milne (2000) reports that, in addition to benefits, consumers are looking for adequate controls in place to protect the information they have provided.  In Table 2, the Privacy Research Framework depicts how internal and external influences ultimately shape the information interactions between marketer and consumer.   
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Table 2: Privacy Research Framework


Marketer Influences

Marketer-Consumer Information Interaction

Consumer 

        Influences







Source: Milne, G. (2000). Privacy and ethical issues in database/interactive marketing and public policy: A research framework and overview of the special issue.  Journal of Public Policy & Marketing, 19, 1.


Online Privacy -- Consumers in every survey seem to be particularly concerned about protection of information provided over the Internet.  Why?  Unique characteristics of the Internet fuel fears over loss of privacy.  “Some of these concerns result from the ease with which data in this channel can be collected, stored, and exchanged by marketers” (Milne & Rohm, 2000, p. 5-6).  

Milne (2000, p. 1-2) finds: “In particular, the Internet has made it possible for organizations to gather information without the immediate knowledge of consumers.  By using cookies and tracking software, organizations are able to gather new types of information, such as click-and-viewing patterns, that can be used to profile and target individual consumers. … This contributes to consumers’ concerns about profiling and unwanted e-mail solicitations.”

The anonymity offered by shopping offline has been taken away online: “… in virtual stores, their [customers’] shopping and

purchase patterns are transparent.  Every move they make can be 
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documented electronically, click by click” (Murphy, Hofacker, & Bennett, 2001, p. 3).  

Milne (2000) reports that consumers may not mind the monitoring of their shopping behavior if the information is used to customize or improve their subsequent shopping experiences.  What they do mind is not being offered the opportunity to opt out and the use of their personal information to discriminate against them (i.e., “Weblining”) based on their “clicking” behavior.  

Although the rules of permission marketing prohibit collecting information without first obtaining consent, the practice is more common than not on the Web.  “Ultimately, the Internet’s success as a marketing communications tool and catalyst for e-commerce hinges on consumers’ acceptance of this medium” (Sheehan & Hoy, 2000, p. 2), not on interactivity, permission or relationships.         

All’s Fair in Data Collection -- The flagrant disregard many organizations show for their customers’ privacy only increases general consumer distrust.  Milne (2000) reports that not even half of the organizations surveyed by the Direct Marketing Association in 1998 practiced fair information practices of notice and choice.  

Notice (giving consumers notice of information practices) and choice (giving consumers a choice as to the use and dissemination of their personal information) are the top two core principles identified by the Federal Trade Commission (Sheehan & Hoy, 2000).  

Such was the outcry from concerned consumer lobbying groups over this issue that legislation was enacted making privacy policy notification mandatory.  

Permission marketing allays some of the most common privacy concerns over whether information is being collected because marketers explicitly ask for permission and users willingly volunteer personal information in exchange for a clear benefit.  Consumer privacy concerns sharply increase when information is collected without awareness or permission (Milne, 2000).  

The non-transferable nature of permission prohibits its practitioners from using the consumer information collected for purposes other than the original intent without further permission.  This secondary usage of private information, particularly the selling
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of such information to another organization, greatly exacerbates consumer privacy concern (Milne, 2000).  True permission marketers concede control over the consumer’s personal information to the consumer and carefully protect its usage, privacy, access and security.           

Categorizing Privacy Concerns -- Well-publicized cases of just these types of privacy violations add to consumer fear and mistrust.  Wang, Lee, & Wang (1998) report the increasing number of privacy-related cases and categorize them into the five Internet marketing activities that generate the most privacy concern: 1) junk e-mail, 2) ads that track user information using cookies, 3) malicious programs that violate security, 4) use and transfer of private information without permission, and 5) distribution or sale of private information.  None of these marketing activities could be characterized as permission marketing, as all involve the acquisition and use of consumer information without permission.


Table 3: A taxonomy of privacy concerns

	
	Improper Acquisition


	Improper Use
	Privacy

Invasion
	Improper

Storage



	
	Improper

access
	Improper

collection
	Improper

monitoring
	Improper

analysis
	Improper

transfer
	Unwanted

solicitation
	

	Direct

Mailing
	
	
	
	P
	
	E
	

	Preference

Tracking
	E
	E
	E
	
	
	
	

	Unwanted

Eavesdrop
	P
	E
	E
	
	
	
	

	No

opting-out
	
	
	
	E
	
	
	P

	Third-party

Distribution
	
	
	
	E
	E
	
	P


E: Explicit


P: Probable

Source: Wang, H., Lee, M., & Wang, C. (1998).  Consumer privacy concerns

about Internet marketing.  Communications of the ACM, 41, p. 65
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Table 3 outlines privacy concerns in Internet marketing.  The rows list marketing activities, while the columns detail various forms of improper acquisition, improper use, privacy invasion and improper storage of private information.  The E and P note which activities are most likely to result in privacy violations (Wang, Lee, & Wang, 1998).  

The ongoing debate over who “owns” the data consumers have willingly traded for benefits like more customized information or products (Stewart & Zhao, 2000) further muddies the line between legality and ethics.  

Blockbuster Video’s ethical dilemma has received widespread attention: “Many businesses commonly sell their customer lists, but Blockbuster is one of a small fraction using sophisticated computers to keep records of each individual’s transactions.  Its data base promises to raise some especially difficult privacy issues, for the same reason it should be such a gold mine for direct mailers: Video choices are among the most revealing decisions a consumer makes. … While the technical question of legality seemed moot in this case—indeed, the law seemed to allow such a sale of customer data, categorized by movie type—many indicated concerns about the ethical issues involved” (Smith & Hasnas, 1999, p. 110).  

Opt In vs. Opt Out -- Even the way in which permission is obtained must be carefully considered.  The debate between “opt in” vs. “opt out” is widely reported in the literature.  

“Currently, the Direct Marketing Association (DMA) recommends an opt-out format (consumers can remove their names from a list by checking a box on a form provided by the marketer or by calling or writing the marketer).  Other commentators, such as Godin (1998), suggest that opt-in mechanisms (consumers must give permission before the marketer can use their personal information) are more effective” (Milne & Rohm, 2000, p. 2).  

Directly related to this choice is the philosophy of “push” (marketer-initiated) vs. “pull” (consumer-initiated) marketing.  Permission marketing advocates an opt-in, pull approach.

Paying the Price -- Finally, Petty (2000, p. 1) contends that consumers pay a price when receiving every marketing message. 
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“Consumer-borne marketing costs (CBMCs) can range from the often minimal nonpecuniary cost of simply ignoring the communication by focusing attention elsewhere to the financial cost of paying unexpected telephone charges or disposal/recycling fees.”  

The cost of an expected marketing message, one for which the consumer has volunteered, is readily accepted, but CBMCs imposed without consent are the worst kind.  Interactive marketing, because it directly involves the consumer, carries higher CBMCs than interruptive mass marketing.  

Minimizing the Cost -- Marketers must find a way to allay consumer privacy concerns.  Permission-based marketing just might provide part of the answer.  

Sheehan & Hoy (2000) found that consumers who considered themselves involved in a mutually beneficial relationship with an online entity were less concerned about privacy.  In addition, the authors found that organizations “building a reputation for fairness and maintaining consistent communication with consumers are effective in creating a sense of control among consumers, which alleviates privacy concerns” (p. 12).  

What is the price of ignoring consumers’ privacy concerns and depriving them of the right to control their own personal information?  The backlash has already begun, and permission marketing can help to insulate organizations from its effects.

  Wang, Lee, & Wang (1998) identify the three main parties involved in privacy protection as: government, businesses and individuals. 

Government Response -- The FTC’s public stance regarding government intervention in Internet policy has advocated self-regulation.  “The Commission generally believes that economic issues related to the development and growth of electronic commerce should be left to industry, consumers, and the marketplace to resolve” (Harrington, 1999, p. 7).  But, growing consumer concern may prompt increased legislative attention.  

Business Response -- Businesses have begun to employ standards, like the Platform for Privacy Preference (P3), and trust frameworks, like VeriSign and TRUSTe (Wang, Lee, & Wang, 1998).  
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Groups like the Responsible Electronic Communication Alliance (RECA), made up of online marketing companies, are setting voluntary standards relating to privacy issues (Bowles, 2000).  

Some organizations are turning to infomediaries, or “a third party whose main objective was to gather commercial information and protect personal information by acting as an intermediary between buyers and sellers” (Smith, 1999, p.1).  The infomediary provides the online vendor with a targeted customer who has already given permission and alleviates the vendor’s burden of collecting, managing and protecting private information.  The infomediaries would serve as “pure customer relationship businesses” and would have to build their own “relationship of trust” (Smith, 1999, p. 2).   

Consumer Response -- Savvy online consumers are taking privacy protection matters into their own hands with anonymity, encryption, access control and filtering (Wang, Lee, & Wang, 1998).  

Hall (1998, p. 89) advocates a channelized email address and even designed and implemented “an automated personal channel agent (PCA)” to make the use of an email channel less difficult.  

Reiter and Rubin (1999, p. 33) contend that Web users have a right to control their own privacy and present a system called “Crowds” that allows users to access information over the Web without revealing private information, such as an e-mail address.  “Crowds” seeks to provide anonymous web transactions.  

In light of this backlash, only with explicit permission will marketers gain access to the personal consumer information they need to better target, tailor and tie (Cespedes & Smith, 1993).  


Power Shift

Interactive marketing and the need for permission are shifting the balance of power in the marketing relationship from the marketer to the consumer.  According to Urban, Sultan, & Qualls (2000, p. 48), “…all the pieces exist to combine community, trust and group-buying power to give customers dominance in the producer/customer relationship” (Urban, Sultan, & Qualls, 2000, p. 48).  
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The newest extension of permission marketing—viral marketing—

offers even more loss of control over the marketing message, leading to inconsistent brand messages, to consumer-modified messages, and to the potential for consumer-generated “spam” (Krishnamurthy, 2000).  Are organizations ready for this power shift, ready to relinquish control?  

Organizational Change

A shift to permission marketing, utilizing the latest information technology to build an interactive and ongoing lifelong relationship with customers, affects technology, tasks, people and structure in an organization.  

According to O’Hara, Watson & Kavan (1999, p. 66), “These changes represent gamma-order change, the highest order of organizational change, that may result from technology implementations. … It is gamma change, with its far-reaching effects, that causes the most trouble when it is not anticipated.”  

Technology, People and Tasks -- The technology will require sophisticated databases, a knowledge of data mining and data warehousing techniques, a web presence emphasizing user interactivity, and an IT staff experienced enough to manage this technology.  The marketing and customer service functions will be radically changed, involving different tasks and different people skills.  

“The concept of interactive marketing is easy to understand but difficult to execute.  It is an unfamiliar approach for the traditional marketer, and management often does not understand the kinds of skills it takes to do it well” (Blattberg & Deighton, 1991, p.13-14).  

Some firms are outsourcing the responsibility to marketing solution providers (MSPs) to fill “this specialized knowledge gap through their unique ability to combine the necessary marketing and technological skills to guide clients in building lasting customer relationships” (Torrence, 2001, p. 1).  Torrence, who is himself the CEO of an MSP and, thus, has a slightly biased opinion, says: “MSPs bring together the people, processes and technology needed to help clients achieve high-impact and measurable relationship-focused marketing—both offline and online” (p. 2).  
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Structure -- Interactive marketing changes the structure of an organization, and it favors the small, flexible firm.  “Finally, however, the challenge of the new marketing is strategic.  A market of individuals, individually addressable and open to interactive communication, threatens the very existence of many firms. … The economics of customer information will breed a generation of smaller, flexible firms with healthy firm-to-customer relationships” (Blattberg & Deighton, 1991, p. 14).  


Permission Pays Off
Despite these challenges, some notable companies are successfully implementing permission marketing and reaping bottom-line results.  Amazon.com, American Airlines, Columbia Record Club, American Express, America Online, Yahoo!, and H & R Block have all practiced permission marketing both online and off to help them achieve marketing objectives (Godin, 1999).  And more are jumping on the bandwagon every day.  

But, permission marketing is not the cure-all for low sales or a foundering image.  True integration of an interactive, relationship, permission-based approach to marketing requires a significant investment in infrastructure, technology and a commitment to change.  Piece-meal permission has not proven effective.  It’s an all or nothing approach to marketing.  And results take time.  A long-term, loyal, committed relationship does not happen overnight.  “Permission Marketing requires patience.  Permission Marketing campaigns grow over time—the opposite of what most marketers look for these days” (Godin, 1999, p.51).  

Fournier, Dobscha, & Mick (1998, p. 42, 44, 46) say: “To save relationship marketing, managers will need to separate rhetoric from reality. … Perhaps we are skimming over the fundamentals of relationship building in our rush to cash in on the potential rewards of creating close connections with our customers. … There’s a balance between giving and getting in a good relationship.  But when companies ask their customers for friendship, loyalty, and respect, too often they don’t give those customers friendship, loyalty and respect in return. … ‘Companies claim that they’re interested in the customer.  But they focus is not on the customer – it’s on the company.’”  
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CONCLUSIONS

How is the IT-driven concept of “permission marketing” changing the way companies establish customer relationships using “old” media as well as new? 

· Technology enables interactivity and relationship marketing

· Technology increases consumer concern and opportunities to misuse information

· Permission decreases consumer concern and engenders consumer confidence and trust

· Technology changes marketing strategy for “old” media and encourages media integration

· Interactivity optimization requires organizational change

Information technology has opened new doors, new opportunities, new relationships, and a whole new can of worms for today’s marketers.  They have unprecedented access to the kind of customer information one could only dream of 15 years ago.  The Internet has made instantaneous collection of data possible and has also provided a cost effective medium for frequent, customized, one-to-one relationships. Marketers have affordable computer technology and sophisticated database software readily available to make managing and using this data easier than ever before.  The research shows that companies are relying on this information and the capability to mine and store this data to better target their markets, to customize products and services, and to create a sustainable competitive advantage.


This same technology has radically changed consumer expectations and shifted power in the marketing relationship from seller to buyer.  The same abundance of information is available to buyers to help them make better- informed buying decisions and to give them more options.  The same affordable computer technology now resides in their offices, their homes, their cars and their purses.  They don’t mind trading personal information for tangible benefits, be they coupons, frequent flier miles, recipes, or the chance to win a new Plymouth.  Make no mistake about it; they expect something in return.


In my opinion, marketers have yet to figure out just what consumers expect from such a relationship.  I think the evidence clearly shows that customers are not necessarily looking for long-term “relationships” that may take more care and feeding than they are willing to give.  What consumers want is control, respect, to be treated fairly, and to hear about only the products and services they want and need.  If the marketer delivers this, he or she has a customer for life and the relationship as an added bonus.
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Another common problem highlighted in the evidence is that of “permission creep.”   This “creep” has fueled much of the consumer backlash reported heavily in this paper.  Marketers, and companies in general, do not seem to respect the boundaries of the permission received or of the private information collected.  When trust is breached, the consumer loses control over his or her own privacy and feels afraid and betrayed.

Technology, manifested in the unbelievable power of the database and the Internet, hands marketers so many opportunities to betray the consumer.  Businesses have accepted the power without the responsibility.  Marketers must be good stewards and strict guardians of customer information.  They must respect the customer’s right to opt out and to deny further permission.  If they blow it, the customer moves on.

I don’t agree that traditional media, routinely used to carry interruption marketing, is doomed.  But, advertising on television and radio, and in magazines and newspapers, will take on more characteristics of interactive marketing, if simply to justify the increasing cost and to better target the customer.  In this regard, I think mass marketing is dead.  The solution may be what the evidence describes as integrated marketing, using television and a web site address to get the initial attention and permission, and incorporating e-mail, telemarketing, direct mail, personal sales, point of purchase displays, print advertising, and more to keep reinforcing the message and leveraging the permission.

Finally, I believe that to be successful relationship marketers, senior corporate leaders must be willing to undergo gamma-level change and implement this strategy throughout their organizations.   The affect on people and tasks cannot be underestimated.  I think in many cases, it has been, and this has resulted in the worst kind of change, the unanticipated kind.  This is not just a marketing issue.  Financial performance factors must be adjusted to consider the asset value of the installed customer base and the lifetime value of the customer.  


In conclusion and in answer to the research question, I do believe that permission marketing has had a substantial impact on customer relationships and on marketing strategy.  Without advances in information technology, the impact would be negligible.  Technology and interactive marketing are fundamentally reshaping the advertising approach used by “old” or traditional media.  Interruption is losing out to permission.  New media, because of its interactive nature, offer the best opportunity for permission marketing.  This same interactive nature presents the most opportunity for marketing abuse, leading to privacy concerns and ethical dilemmas.  The key word in the research question is 

“change.”  Successful companies will continue to capitalize on available technology to seek permission.  What they do with that permission when they get it makes all the difference in the world.  
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Proof

Conclusion: Technology enables interactivity and relationship marketing

Evidence: Blattberg & Deighton (1991) credit addressability with the richer, fuller relationships organizations are nurturing today with customers, and they further contend that technological advances in database management has enabled these relationships.  Murphy, Hofacker, & Bennett (2001) find that using data mining techniques to customize relationships adds to an organization’s profitability and increases customer lifetime value to the organization.

Conclusion: Technology increases consumer concern and opportunities to misuse information

Evidence: Curtis (2000), Krishnamurthy (2000), and Marsh (2000) agree that interruption marketing in the new media (i.e., e-mail and mobile communications) is the most unacceptable to consumers and is seen as a real threat to personal privacy.  Wang, Lee & Wang (1998), Milne & Rohm (2000), and Milne (2000) document the consumer’s distrust of technology and the power it has afforded the new media to so easily collect, store and exchange data, often without the consumer’s knowledge or permission.  Milne (2000) reports that control and protection of information motivate customers in the information exchange process with marketers.

Conclusion: Permission decreases consumer concern and engenders consumer confidence and trust.

Evidence: Sheehan & Grubbs (2000) report that when consumer permission is solicited and when a relationship exists between the marketer and the consumer, the consumer’s privacy concerns are significantly reduced.  


In contradiction, Krishnamurthy (2000) and Fournier, Dobscha, & Mick (1998) contend that “permission creep” and the self-serving relationship offered by many marketers threaten to destroy this permission-based advantage.  Even the way in which permission is provided affects the level of consumer confidence and trust (i.e., opt in vs. opt out) (Milne & Rohm, 2000). 

Conclusion: Technology changes marketing strategy for “old” media and encourages media integration.

Evidence:  Blattberg & Deighton (1991) and Goftin (2000b) show how an integrated marketing strategy, combining the interruption of “old” media and the permission of new, can give traditional advertisers the ability to overcome the limited interactivity inherent in broadcast and print media.  
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Dignan (2000) encourages old-media marketers to begin anticipating the changes new technology will bring.   

This integration of interruption and permission marketing is a departure from Seth Godin’s (1999) opinion that traditional advertising has little to offer.

Conclusion: Interactivity optimization requires organizational change.

Evidence: Blattberg & Deighton (1991) describe the changes marketing technology brings to an organization.  The level of change described by O’Hara, Watson, & Kavan (1999) as gamma change applies to this magnitude of change involving technology, people, skills and structure.
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Managerial Implications


The danger to managers in ignoring permission marketing is enormous.  Technology will continue to enable (and even force) organizations to develop interactive, personal relationships with customers.  If interruption marketing continues to deliver less at a higher cost, the bottom-line choice is clear.  The more interactive the relationship becomes, the more sensitive is the data exchanged between the marketer and the consumer.   How organizations manage this information and this relationship will determine whether the result is a lifelong customer or a dissatisfied customer.  


 Successful interactive marketing, particularly when delivered over the new media that offers the most relational opportunity, demands permission.  Consumer backlash is swift and deadly.  Privacy concerns prevent effective marketing without permission.  New encryption and filtering technology, as well as broadcast recording technology, will prevent interruptions from getting through.  


Managers who continue to view individual customers as a mass market will be unable to cost effectively target their market, tailor their products and services to that market, and strengthen the tie between their organizations and their customers (Cespedes & Smith, 1993). 
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Attainment of Individual Objectives


The topic of technology’s impact on marketing and the role permission plays in today’s marketing strategy interested me because of my role as a marketer and as a marketing consultant.  As a marketer for the UNF Small Business Development Center, I wanted a better understanding of the new “rules of the road” when it comes to Internet marketing.  As a consultant, I wanted to be able to advise small business clients on how to best spend their limited marketing dollars to establish long-term, high-value relationships with customers.


The process of researching and answering my original research question raised many additional questions along the way.  I’m not sure I found all the answers in order to practice perfect permission marketing, but I was able to identify some key elements of the practice and some compelling reasons why managers cannot afford to ignore it.


In terms of my own role as marketer, I have a much better understanding of “permission creep” and how we might be practicing it in the UNF SBDC.  I also have a much better appreciation of the consumer’s tolerance level when it comes to privacy concerns.  This knowledge will prove most helpful in developing a more effective marketing strategy for the future.
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Rules for DBM Fairness





Rule 1	Data uses must have the clear assent of the data subject to use personal data for DBM purposes.





Corollary A:	Companies should avoid deception and secrecy in data collection.





Corollary B:	Targeted consumers should know the marketer’s source for information about them.





Corollary C:	Individuals should have the opportunity to opt out of subsequent uses of data.





Corollary D:	A consumer’s assent to data use by one company does not automatically transfer to companies sharing that information.





Rule 2	Companies are responsible for the accuracy of the data they use, and the data subjects should have the right to access, verify, and change information about themselves.





Rule 3	Categorizations should be based on actual behavior as well as the more traditional criteria of attitudes, lifestyles, and demographics.
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