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Marketing and the Connected Customer

Introduction: Information Technology
and Marketing Advances in Information
Technology (IT) have greatly affected
the marketing function, creating
opportunities as well as challenges for
marketers.

Initially developments in IT particularly
affected decision making and the decision
process. Scanning technology, increasingly
faster and more powerful computers, and
increasingly abundant storage space have
all led to enormous amounts of available
data, along with the capability to transform
these data into information, insights and
knowledge.
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Not only this, advanced data analysis
techniques and models have improved the
ability of marketers to support the decision-
making process, or even automate it.

For example, many online retailers now
provide their customers with automated
recommendations for complementary
products and services, when customers
order a product in their store. Making such
recommendations one-by-one and on a
person-to-person basis would be simply
impossible for human decision makers.
However, by exploiting data from previous
customer purchases using new algorithms,
product recommendations can be made for
online customers, on a massive scale.
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Besides the impact on decision making and
decision processes, IT developments have
also affected and changed the nature of the
marketing process.

The most notable changes have taken
place in the domains of marketing
communications and in routes-to-markets.

Marketing communication has shifted from
traditional mass media (e.g., TV, radio,
newspapers, magazines etc.), where a one-
to-many communication model was most
common, to social technology platforms like
Facebook, Instagram and Twitter.

On these platforms, communication
patterns are much more decentralised. The
model is no longer such that the marketer
mainly sends out information, while the
customer predominantly receives.
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Instead, customers are now receiving
and sending, they consume and produce
information. Customers perceive other
customers as trustworthy sources of
information, even more so than the
organisations or firms themselves.

This development has important
consequences for the marketing
communication process. Technology has
also caused a dramatic change in the way
customers buy, and thus in how firms
should bring their products and services to
market.

The model where all channel flows (i.e., the
product, information and communication,
money, and all kinds of service) basically
run through one and the same channel
(e.g., manufacturer, wholesaler, retailer,
customers), has been replaced by omni-
and/or multi-channel systems.
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In these systems, many players participate
in the process of creating channel service
outputs, making the right products and
services available at the right time and
place, and in the right quantities. Customers
may differ in the channels they use to

look for information about products and
services, and through which they buy,
depending on the specific situation they are
in.

Overall, we have observed a big shift
towards online buying through e-tailers,
platforms, or directly from manufacturers.
Many traditional retailers and other types
of middle-men have not survived because
of too little and/or too late adaptation to
this new reality.

At the same time, new firms and
organisations have entered markets and
were able to build strong positions very
quickly by exploiting the opportunities that
new technologies offer.

They were able to develop value propositions
which were superior to many existing ones.
For example, men's grooming start-up, the
Dollar Shave Club, was founded in 2012.

Even though their product, razor blades, is
quite traditional, their marketing approach
of communicating through viral marketing
(including a YouTube video), direct to
consumer, and their subscription model of a
monthly fee instead of a pay-per-purchase,
led to over three million customers and a
turnover of $152 million US dollars in 2015,
according to the Financial Times (June 21,
2016). The early success of the Dollar Shave
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Club subsequently led Unilever to acquire
them in 2016 for about $1 billion US dollars.

Connected Customers:

Control vs Engagement

Now that technology has created so

many opportunities for customers

to communicate with each other,

and customers are actually doing so,
organisations and marketers have less
control over what is being communicated in
markets and among customers.

This can prove especially damaging to
organisations when this communication
isn't favourable.

Negative news and unfavourable
communication spreads through markets
very quickly. For example, in the last couple
of years, United Airlines experienced how
negative customer experiences can go

viral very quickly, causing a great deal of
reputational damage. The way they handled
customer luggage (see YouTube for “United
breaks guitars”) and how they removed a
passenger from one of their planes after
being overbooked, caused outrage amongst
actual and potential customers alike.

However, like negative news, positive

news can spread fast as well, and it is thus
increasingly important for marketers to
make sure that their customers are not
only buying their products and services,
but that they hold favourable attitudes and
perceptions of the brand too.
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The latter has become especially important
in today's connected markets. Whereas

in the past, many firms aimed to create
positive attitudes, and then convert these
into positive feelings in actual (buying)
behaviour, now more must be done.

In some senses, positive attitudes and
feelings that did not lead to actual buying
behaviour seem meaningless. Nowadays,
positive feelings and attitudes are
important in their own right too.

This is because people in markets do not
only represent value through their own
purchasing behaviour, but also because
they may show referral behaviour towards
other people.
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Customer value (CV) is thus no longer
rooted in the customer own'’s lifetime
value (CLV) alone, but also in their impact
on others, which is their customer referral
value (CRV).

In order to maximise overall customer
value, it is critically important that
marketers create customer engagement,
so that their customers feel attached to the
firm, and that they are deriving value from
the relationship they have with the firm.

To do this, marketers need to view their
customers differently. Customers are no
longer just purchasers of products who
bring in money in exchange for products,
and they are no long who the firm listens to
especially when it feels it needs their input.
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Instead, customers should be seen as part
of the firm, and therefore in some sense,
also as ‘'employees’. They are the ones
who, through their influence, will play an
important influencing role when it comes
to the buying behaviour of others, and will
be vital to the value creation process of the
firm.

Engaging the Connected Customer
Firms can engage their connected
customers in various ways. Firstly, firms
can develop so-called user communities in
which their customers interact and share
information with each other.

Most of these exchanges are probably
directly related to a firms’ products but this
should not necessarily be the case.

Firms like Microsoft, Dell, Lego, and Ducati
have created communities in which people
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help each other when they have questions
about or face problems with products. They
suggest ideas for product improvements

or even new products, and can answer
question posted by people within firms.

These communities can be moderated by
the firm, but this job can also be left to the
people within the user community itself.

Ideally, these user communities are not just
meant to organise firms’ support functions
in a cost-efficient way, where web care or
marketing communication staff are solely
responsible for the firm's involvement in the
community.

Instead, and ideally, these user
communities should form an integral part
of the firm’s value creating process, and

a variety of employees should interact
within them. For example, research and
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development (R&D) teams and technical
staff can interact directly with product
users to address potential issues, whilst
also creating insights into how products can
be improved.

Management should also interact to
emphasise the importance of their, and the
firm’s, relationship with customers.

Through community involvement, they
can communicate about a firm’s value
propositions, values, vision and future,
whilst making sure that these ideas are in
sync with what their customers feel, think,
and want.

Customer co-creation is a second form

of active customer engagement. Here
customers actively participate in designing
products. These can be the products they
design to buy themselves (e.g., customising
shoes at Nike or branding Coca Cola

with individual names) but also products
designed by customers and then offered to
the entire market.

For example, crisp maker, Lays, invited
people to create a new flavour for their
crisps in the Netherlands. After several
iterations in which people were also
involved, a winning flavour was selected
and successfully sold in stores.

Such co-creation of products can offer more
value to customers, because the products
are more tailored to what they want. They
can also prove to be more valuable, because
they might contain unique elements. Just
being part of a value-creating process itself

EMC Academic Group Article

is helping to create value for customers,
rewarding them in an innovative way.

When co-creation generates extra value

at the customer end, it can also lead to
enhanced pricing power at the supplier end,
something which should appeal to many
marketing and sales people.

And customer co-creation does not need to
be restricted to solely to product creation
either. Customers can also be involved in
generating marketing communication - for
example, Doritos let customers create
their Super bowl ads. Price setting through
pay-what-you-want schemes is another
example of customers dictating the value
proposition.

Viral marketing and electronic word-
of-mouth are a third form of customer
engagement in which customers play an
active role in the communication process
initiated by the firm, or surrounding it.

Spreading information through social
networks using social technologies requires
often only a fraction of the expenses that
traditional media does. This provides start-
ups and small to medium sized enterprises
(SMEs) with the opportunity to compete
with established, and often global, brands.

This was never the case previously, often
because of a lack of sufficient media and
marketing communication budget, which
created barriers to market entry for many
SMEs.
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Furthermore, the effectiveness of customer
transmitted communication can also be
significantly larger. Since members of their
social networks are often very trustworthy
sources of information, communication that
is received through them can also prove to
be more effective.

Similarly, people in social networks might
have better ideas of whom to share their
information, with, depending on what they
want to share.
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Summary
In today’s markets, many firms struggle
with how to create real competitive and
sustainable value propositions for their
customers.

Just offering great products and exciting
brands may no longer be enough in many
markets where barriers to market entry
have also been disappearing. What is more,
many markets have witnessed the potential
for new competition or actual new entrants.
Surviving in such environments will be
challenging. Advances in IT and Social
Technologies have been important drivers
of these developments.

However, these technologies offer great
opportunities for dealing with what may
seem, on the face of it, as threats.

Increasingly, customers want to be a part of
the firm and its value generation processes.
Social technologies have created great
opportunities for engaging the connected
customer. This requires firms to re-think the
role of their customers and the nature of
marketing and value creating process.

It is no longer about sending and pushing,
but about sharing, interacting and building
and fostering customer relationships.

Facilitating rather than dominating the
customer interaction processes is required.
Marketing and marketers are at the core of
the most challenging and most important
and impactful developments in markets and
firms. Those who understand this and act
accordingly will be those who successfully
dominate future markets.




Following on from these interesting
observations by EMC Academic Group
Professor, Prof. Gerrit Van Bruggen, we
spoke to him to find out more about why he
chose to focus on the ‘connected customer.

1. There are many ways in which IT can
influence how businesses market their
products. Why did you chose to focus
your article on the connected customer,
specifically?

Because, as | have argued, | think that
social technologies are really fundamentally
changing the marketing process, causing

a paradigm shift. In many cases IT will just
make things easier, cheaper and more
efficient.

2. What would be your top 3 tips for

SMEs looking to improve customer

engagement, using social technologies?

1. Be where your customers are. You
may not like Twitter or Instagram but if
your customers do, you have to have a
presence.

2. Enjoy customer interaction and see it as
an opportunity, rather than a necessity.

3. Explore and exploit all possible ways in
which you can make them part of your
value creation process.
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3. What would you advice be to digital
marketers, on how to deal with negative
feedback on a public customer-facing
platform?

Welcome it and take both the feedback
and the sender very serious. It provides an
opportunity for improvement, and to show
that you really care about your customers.
No one expects firms to be perfect, but they
do want you to take them seriously, so this
means that the tone and content of your
response will be crucial.

4. In your opinion, what should be

the first step in transforming a firm’s
customer interaction process?

Make customers ‘people’ and invite them
to your firm to meet and interact with
employees across your entire organisation
to get the conversation started.

Things like formal market research,

Net Promoter Score (NPS), and social
technologies are extremely useful, but it all
starts with knowing and feeling who your
customers are, and what motivates them.
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