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Alvin Toffler says in Powershift that television beats
spies to the punch.

Busi ness peopl e demand this type of information
edge.[1] MIlions of businesses routinely purchase lists
of prospects. Programmers have given small business and
mul tinationals the tools needed to pinpoint prospects in
a many ways. W take this marketing tool for granted
because greater and greater precision is needed. The
costs of creative, printing, fulfillment, and postal
services continues to rise. In February 1991, third-
class rates could escal ate an average 17 percent.[2] As
you know, self-selection tactics, 900 nunbers, and audio
and video pronotions are powerful marketing tools. but
their success is often dependent upon the marketer's
ability to get detailed information about individual
peopl e, particular conpanies or industries, and the key
deci sion nmakers in those organizations.

In today's conpetitive world, the majority of the
dat abase producers are making efforts to respond to this
demand. Increasing the the information content of a
dat abase is the heart of database amnplification.

A definition

What do | nmean by anplification? | renmenber ny high-
school physics teacher telling us about how to increase
the magnitude of a variable quantity. She was crazy
about electronics and tal ked about vol tages, gain, and
circuits. These are concepts | didn't understand then
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and certainly don't now. But | do renenber the key

t hought that by nodifying one variable a great junp in
output was the consequence. So what | mean by dat abase
amplification i S the addition of one or nore information
elenents to electronic files. An anplification can be as
sinmpl e as adding an SMSA code or as conplex as adding
the full-text of a Harvard Business Review article about
Ford Motor Co. 's executive team This full-text article
could be linked to the Dun's Market Identifiers conpany
record about Ford or to the Wo's Wwo entry for Don
Pet er son

The key to making each direct marketing dollar pay
I's having the information needed to nake a one-to-one
sales presentation. Precision and inpact--these are the
forces fueling database devel opnent.

Dat abase anplification noves |ike two mutually-
reinforcing waves. One inpulse pursues information about
each person's:

Habits (hobbies, TV, radio)
Preferences (food, autos)

Dislikes (filnms, magazi nes

Buying patterns (product and service)
Fi nances (credit and cash)

Fam |y (who, finances, etc.)

Friends (clubs, incone)

Sex

. Age
The goal is to give nore ways to slice and dice data.
Such parsing of information allows the direct marketer
to pinpoint the individuals nost likely to buy his
product. Although some questions have been raised in the
popul ar about the use of bank-card data, the concern
about the use of personal financial information is not
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likely to be a barrier to database builders. According
to a recent study by Equifax, if safeguards can be put
into place, direct marketers and credit card issuers
shoul d be free to use personal information about
consurmers in nmaking their narketing decisions and
inplementing their marketing strategies. [3]

The other inpulse in database anplification is
capturing richer, nore varied data about organizations.
Basi ¢ conpany records can be enhanced by addi ng nore
i nformation about:

Products and patents

Hi story

Servi ces

Fi nances

Articles about the conpany
News about products and people
Anal ysis by experts

Vi deo footage

Br oadcast

Pictures

The peopl e who nmake up the organization.

A | ook back
At the beginning the 1980s, the term database descri bed
a collection of information organized around a single,
tightly structured collections of data. A typical 1980
i nformation product would be a list of menbers in a
particular association. |f the list nmarketer were
running a state-of-the-art operation, a direct marketer
coul d target prospects by postal codes, possibly title,
and obtain merge-purge across conplenmentary |ists.

In the last two years, great strides have been
made. It is possible to obtain from conpanies |ike Dun's
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I n-depth statistical analyses of a list of current
custoners. Proprietary software permts Dun's to

pi npoi nt ot her groups of prospects. These lists contain
t he nanes of people who are likely to purchase the

mar keter's product.

The search for precision

As we nove into the 90s, the goal of direct marketing is
to achieve greater precision in direct marketing. The
success of the personalized nailing of one approach of
The Small Back Room a design consultancy in the United
Ki ngdom approach. For devel oper Speyhawk, which wanted
to acquire a particular anchor tenant for the Centre
Court devel opnent at Wnbl edon, the firmcreated a

heavi |y personalized presentation sent to the select
retailers: the canpaign virtually sold itself. (4]

Let's take a quick | ook at the key information
devel opnments in business-to-busi ness databases. Since
many direct marketers have great famliarity with, so
let me highlight three inportant sources which may be
l ess wel | - known:

| n-depth financial information about public,
private, and not-for-profit corporations.

Full -text information from magazi nes and
newspapers

Conmpr ehensi ve stock and bond data available in
real tine.

There are nunerous databases which take a detailed
| ook at the financial health of a conpany. Dun &
Bradstreet dom nates this area. One excellent source of
brand and product |ine financials i S Investext. Produced
by Thomson Fi nancial Network, Investext is a database
consisting of the full text of analysts' reports about
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12,000 conpani es and nore than 50 major industries. A
typi cal exanple of Investext financial data appears in
Exhibit 1. One of the valuable features of the Investext
database is that the content of the reports is based
upon a synthesis of many sources, print, online, and
primary. In fact, nmany Investext reports include direct
quotations fromthe conpany's executives. Renenber:
| nvext ext includes extensive reports about industries
and provides a w de range of interconpany conparisons.

Ful | text gets a great deal of coverage in the
dat abase world. Most | awers nmake use of the full text
of legal docunents. Patent attorneys have access to the
description of the patent but not the actual patent
drawing. In addition to these specialized sources,
dat abases of the full text of articles fromthousands of
popul ar magazi nes, trade journals, newsletters, and
newspapers are available in a wi de range of databases.
The conpany which | represent is one of the world's
| argest producers of full-text databases. One of the
nmost useful for business is called Trade & Industry
ASAP. An article about ziff Conmmunications can be
printed on a standard PC printer for about $2.50 in |ess
than one mnute. T&I ASAP includes articles from nore
than 600 publications. An exanple of portion of a full-
text article appears in Exhibit 2.

Real -ti me stock and bond quotes take the form of
t he conmpany's ticker symbol followed by the current
price. The interesting developnent is that these quotes
are now available on a variety of consuner tinmesharing
services, including ConmpuServe, Dow Jones
News/ Retrieval, and GEnie. Only five years ago, this
type of conpany information had to be obtained froma
stockbroker or bond dealer. One inportant database
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publisher in this area is Reuters. Long associated with
newspaper wire service information, Reuters has becone
one of the major players in conpany information.

To sum up: a person wanting to develop a nore
t hor ough understanding of a conpany or an industry has a
wi de range of sources to consult. There is a downside to
thi s abundance of information. And that downside is so
steep that many direct narketers have not taken
advantage of the types of information services | just
described. There are too many databases, nore than 3,500
comrerci al ones. The content of these files overlaps in
many areas. It is difficult to identify gaps in cover-
age. Many databases are accessible through hard-to-use
el ectronic informati on systens. Many online services
have conplex rate structures which people |Iike you and |
find unfamliar or unconfortable.

The key to making full use of electronic direct
marketing information is getting all of the information
needed for prospect selection in one, convenient place.
This type of automatic linking is not yet readily
avai l able. There are, however, many conpanies working to
provide this type of service to their custoners, includ-
ing Dun & Bradstreet and the Japanese tel ecomunications
gi ant Ni ppon Tel ephone & Tel egraph.

Wiat is not available at this tinme, however, gare
many val uabl e information sources |ike radio and
t el evi sion business news prograns, nunerical data in
chart and graph form and graphical imges of products,
plant sites, blueprints, and the Iike.

What's conming in year 2000

Let's look ahead 10 years. |mmgine using a sophisticated
software package to anal yze your current client base for



Direct Marketing, Page 7

your firms principal product--polyester film In a few
years you will have on your desk, probably as part of
your telephone equipnent, a software tools which allows
you to identify new market segments: for exanple,

manuf acturers of autonobile covers and resellers of
shrink-wap filmused to cover pallet cargo.

Your tel ephone-conputer transparently connects you
to a conprehensive, international business-to-business
dat abase |ike Dun's Market Identifiers. Your answer the
questions the software asks you, and the system delivers
to your termnal data about 1,200 prospects. You screen
the data with these criteria:

The purchasing departments nmust be within two
hours of cities in which you have field sales

of fices

The firm should have a history of payment wthin
45 days

Fi | m vol une should be nore than 100,000 square
feet per quarter

The purchasi ng manager nust speak either English
or French.

You examine the reulting list of prospects. The
yi el ds about 100 firms in these two businesses. You
instruct the conputer to obtain a biographical profile
of each firm s purchasing manager, a picture of the
person, a list of the conpany's products, a map giving
directions to each purchasing location, and a |ist of
known suppliers.

The computer processes these conmands and the
direct marketer receives by facsimle transm ssion or
el ectronic form the information

How realistic is this scenario? It may surprise
you to learn that nost of these data are avail able
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today. Before a marketer try to assenble this data,
recogni ze that nany different databases nust be

pai nstakingly investigated. If this information were

gat hered on sonme of today's systens |ike Mead Data
Central LEXIS/NEXIS service or Knight-Ridder's D alog

| nformation Services, you could easily spend hundreds of
dollars in fifteen or twenty mnutes. Today's systens

of fer no guarantee of conprehensive, consistent coverage
in business information. You would find that sone of the
conpanies will be fully covered: others partially.

In the next 10 years the mssing pieces will be
added to the information available now Pictures are not
easily available, but the innovative Digital |maging
Laboratory (San Jose, California) has introduced a low-
cost device to allow imges fromvideo canmeras to be
anchored into a traditional database. Database producers
l'ike Dun's are working hard to provide this type of
dat abase anplifications.

Therefore, you will have nmany of these pinpointing
tools in the near future. Such precise targeting nmakes
the prospect feel that his/her needs are being net by
the marketer. The return on such targeted selling is far
greater than the costly and often inefficient nethods
whi ch many in the direct marketing business use today.
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EXH BI TS

Exhibit 1: Sanple |nvestext record

Conput er Manufacturing - Industry Report
THE ROBI NSON- HUMPHREY COVPANY, | NC
Anastasi, RP., et al

31 August 1990

I NVESTEXT(tn) REPORT NUMBER: 1028915, PAGE 2 OF 11

Fig 1 - Co. Qperating Margin 1980-90
TEXT:

On bal ance, while we remain concerned about the
trends which are driving margins |ower, a conparison to
other industries suggests that profitability could be
nearing a bottom and that earnings growh could equal
or exceed revenue growh during the 1990's. Revenue
growth, in fact, has not been a problem as shown in
Figure 11. Even during 1989, conputer industry revenues
rose 8.3% on a weighted average basis.

Excluding IBMthat figure was 11.8% Assum ng that
i ndustry revenue continues to grow at an 8% pace through
1995 and that operating margins recover to perhaps 10%,
then earnings growmh of 12%-13% could result.

Since P/E ratios for the conputer industry are
already in line wth those of other capital equi pnment
groups, Share price growth should approxi mate earnings
grow h, in our opinion.
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Comput er Manuf acturers'
Operating Margin
(As a Percent of Revenue)
[Part 1 of 23
1980 1982 1984 1986
Anmdahl Cor poration 7.4% -0.4% 5.3% 8.1%

Apol 1 o Conputer (*) NM  1.1% 18.2% 5.3%
Appl e Conputer (S) 20.1% 17.5% 5.7% 14.4%
COVPAQ Conput er NM NM  6.0% 13.7%
Cray Research 30.5% 22.8% 28.0% 36.3%
Data GCener al 16.3% 4.5% 8.8% 2.5%
Di gi tal Equi pnent 16.2% 15.1% 7.1% 10.9%
Hew ett Packard 16.6% 16.1% 14.2% 11.3%
| BM 21.2% 24.3% 24.4% 15.8%
Intergraph (M U 15.4% 16.0% 26.9% 18.8%
NCR Cor p. 13.7% 11.2% 12.8% 12.2%
Prime Conputer 19.8% 15.7% 11.4% 7.4%
Sun M crosystens(S) NM NM  9.6% 9.3%
Tandem Conput ers 17.7% 13.0% 9.3% 13.8%
Uni sys Corporation NM NM NM -0.2%
Wang Labs 17.2% 13.9% 12.8% 4.1%

Aver age 17.7% 13.2% 13.4% 11.5%
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Exhibit 2: Sanple Trade & Industry ASAP Record

D&B sel |l s Focus Research to Ziff; restructuring
underway. (Dun and Bradstreet) |IDP Report wvii pi(3) My
18, 1990
D&B Sel | s Focus Research To Ziff; Restructuring Underway
Dun & Bradstreet, one of the nbst strategically-
directed information businesses, is cleaning house. |DP
has | earned that D& quietly sold its Focus Research
subsidiary to its strongest conpetitor, Conputer
intelligence (La Jolla, CA), in March. Cl is a
subsidiary of Ziff-Davis Publishing. Both conpanies
mai ntai n conprehensi ve dat abases of conputer
installations and managenent, including lists, |abels
and various studies on the conputer industry. Wth D&B
out of the picture, Zff only has one other conpetitor
in this business, International Data Corporation
(Fram ngham M.

[text omitted from handout available online]

When the current divestiture programhas run its course,
it is likely that D& will have added up to $500 million
dollars to its 1989 year-end cash bal ance of $730
mllion. Wiile this would allow it to go shopping once
nore for a large deal that would give it dom nant market
share, this does not seem |ikely.

Gven its recent history, the conpany is nore
likely to make very targeted and strategi c acquisitions
while reserving its cash to make the interna
t echnol ogy- based capital investments needed to maintain
"its market share in its core businesses.
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