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Diversify or consolidate? The list industry’s dilemma

By Giselle Abramovich

I YOU DISCOUNT the current brouhaha
ower the direct marketing midusiry s da prge
tices, two themes stund out for the fist services
segmnent. diversiicaton and consolicianion

Those ends, and an mereased emphasis on
multichannel marketing, refiect the quandary
list brokernge and management fimms face
as they strive to remain competitiv
vonsumer-controlled media environme

“Consolidation may help in some cases,
but the key is partnership
n working wngether for the good of clients,”
said Phil Wiland, charman of Wiland Direct,
srnont. CO. " The health and prospenity
ir mutual cliemts s the most imponant
predient m the health of the list indusiry.
We need 10 hold that standard higher than
any other™

Direet manl used 1o account for 100 per
cent of the marketing mix of most direet
marketers. But that™s not the case anymore.

“Fundnmentally, what we are seeing is not
best viewed ws consalidation of the hst indus-
iy M Wiland sand R IS i e
deney of dircet marketers 1o employ multi-
ted cureu-
lution stratcges, and thus require more ser-
vices from list professionals.

“The Tundumental trend is inereased
demand for multichannel services and new,
more sophisticated approaches o circula-
tion plunning that result in hottom-line
improvement for mailers,” he said.

Back then ...

e marketplace fondat was different years
ago than what it is today, snid Fran Green
president of data management at ALC, Prince-
tan, NI Data was the Key 1o successful eus-
tomer acquisition, retention and lovaky

= Phe ceonemy was rwbust, dieet ondenng
was aceepted as a conventem benemt for
ume-challenged consumers, and new prod-
ucts and services were entering the market-
place.” Ms, Green sa rket-
ing companics, like ALC i
of a seller’s markel”

In the hooming davs ol the list industry, it
did not ke much of an mvestment 1o get
into the game. An individual with a wele
phone, 2 vision and a few chents previous-
Iv couid launch & company. The list busi-
ness today 1> complex due 10 @ history of nis-
ing costs, multiple channels and superiority
of soplustieated methods

“Rising costs are. and always have been,
a busmess reality,” Mr. Wiland s, <77
current post inerease is large. but not a
new phenomenon. The inefficient postal
svalem his been problematic fo:
Costs risc 1oo much.

“Direct marketers have to find waws te off-
sel nstngt costs notonly wath contined |

on the cost side but also with |||L‘u.tscd pre-
ductivity of markets " hesaid.
must utilize new medin effectively and push
direct mai! response rates up, Doing so demands

ilher

more

i
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*Agencies have
limited knowl-
edge about list
brokerage and
management”

— Donald R. Libey

multiple skills, multiple channels and <o,
ucated approaches to circulation srategy.”

E pluribus unum

To deliver on these fronts, list companies
are offering more services and some are con-
solidating i order to do so

Tlowever, there are plenty of companies
ollenng duplicate services at inetlicient cost
structures, according to Heather Winnicki,
i account executive at Direct Meda Inc.,
CT. Some list companies also
are willing to sacrifice profin for the prestige
ul sery ounL.

“Some companies are consolidating for the
potential money 1 be had on Wall Street. some
ire consolidating to provide superior serviees

Cireenwi

10 therr ehients, and some ate domg it becinse
other industries are.” Ms, Winnicki said. “If
acompany s consolidanung 1or the pure prot
it potential. then this increnses the prohabili-
1 for the lines of cthics to be b

were focused on education, religion, sales
otganizations. finance and simdar niches
within commetee

lostand those niches become pan of a homog-

entzed hist world,” said Donald R. Libey.,
resident of Libey Inc.. Des Moines, 1A, A
appears te be begin

£ marphing of
ticularly e-commerce agenci

Some list firms are offering full Web devel-
opment, scarch. pav-per-click and similar
The hybrid list

are grounacd n direct and e-conumerce mar-
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ketng,” Mr Libeyv smd ] do, . have
areal problem with agencies expanding into
the st business, Agencies have limited
knowledge about hist brokernge and man-
agement and daabase management. and vir-
tuznlly none ubout statstcal modelng

List firms can suc ully add ather ser-
SN T TTHTRTH o nat hanve those

howves

same skills,” he s As the hst firms
become more mvolved in the total mulu-
channel service milien, they will have the

istical and metric foundation to assure

compeiency-based services for their chents
due 10 their in-depth understandi
precise. formulaie nature of direet marketing.™
Infol'SA Ing.. Omahn, NE. is o key dni-
ver of consolidation, with its purchases of
storied hst firms such as Bdith Roman. Wal-
wer Karl, Mokrynskidirect, Millwrd Group
and Rubin Respon
Direct mail hos slways been expensive per
picce but has alw produced superior
response. Today, costs have nisen faster than
Tesponse rtes. creating a profit squeez.
Wiland said. So the bist compam
addressing this is by ¢ mwlld.lun"

Diversification — or focus loss?
ngly. consolidation can result in
diversiiication.

“In consolidating services, a melding of
minds oceurs, whether it is by the consoli-
dated compames ar companies watching con-
solidations occur, the catalyst for diversifi-
cation often tmes arses,” Ms Winniekr sud

Mr Libey is net very optimistic when 1.comes

Lo such aetivaty within the list medustry
“With & consolidated industry. what hap-
pens when it disappea Mr. Libey said.

“What do we da when that firm is hooght
by a mega corporation m India or China?
Where do we go w replace than consolidat-
cd list foundation for our coumry?

“All of the experienced pzople will have
moved on 1o ather careers, all of the infry
structure will have been dismantled or sold,
all ol the \LI.Jl relutionships wall be dissolved.

“We will have ofl-shored another asset of our
commercial portfolio.” he said. “Plus, in a
timie when it appeirs our global embamissment
~~ the Congress — 1s attempting 10 1c|
anything that moves, a consolidated bst indus-
iy 1s very visible in the privacy and infor-
mation-resulation-feeding frenzy ™

1 you are prepared o do suceess-
s, Winnicki said. “In other words,
neu pug of a diver-
sification strategy that was created just soa
company can say they diversified. That is
es can happer and in
sonal privacy 1s para-
Torded,”
TV, COMpAnes
not only tradi-

how dsasirous w
an industry where pe
mount, mstakes cannot be

For the dircet markcting i
like Direc: Media that off
tonal st ane msert brokensge and mmmnag
ment services, but inchuide ageney (May Dev
opment) boutigque (Clark Mackaun), analyt-
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DM business.

Companes like ParadyszM 1, 0 New
York-brsed multichonnel media services
firm, are diversifving their approach to offer
thewr chents one-stop shopping us well
Maters has 3 [ist business in addi-
tion to provading insen, modeling, research
and analytics services. The company also

has s digital agency.
Chns l‘.lrn.l\v ( H) of Parady<zMat

y '.l"l‘\ll‘l‘lL'I \\hn Is o emel-snvy It
> opens the door for marketers 1o bz able
these consumers through vinous
channels and not just direct mail

Prayers or slayers
Tosucceed in this environment,
keting company needs a sophistica
nology and financial in cture. zlong
with the capital to continually invest in
upgrades, improvements and new products
and services, ALC™s Ms. Green said
“Small companies may nit be able to do tha,
and being acqui n the oppor-
Tt t\'iqlmluIll'.:n:\n'llu:\::'alaiucl <
ns tion m the
mduqr:. szems inevitable, but it is challeng-
mg the spirt of entreprencarship and creativ-

1y that comes with independem ownership.”
Ms. Gireen saud that sman dats marketing

their value p
true for AL
manageme
menl. mockely

= dutabase
nd fulfillment. enhance-
i ansslyieal services, int
. insert media, priv
ses, competis e muell

pros,
genee and industry trend reponts

Mr. Libev has been around the bl
lew times. He lears an over-consoli
listindustry.

“If we are suddenly faced with only one or
twio Jarge Jist firms., then that poses a very neal
danger to this highly fragmented world of mul-
betummel marketng, not only fmancially b
also compatitively, said. P . the
hist firms grow and shrink based on --uh:.
Take away the competitive altemative and you
are left with the potential of gry mediocriny.”

Also, with consohidation comes whan Me
Libey calls the “vampire syndrome.” List
commussions will be redy W gel more
and more brokerage until any remaining
competition is ¢ither forced out of business
or reduces us serviees and levels (o a point
N SC-compeie.

*The consolidated fom slowly sucks the
nd ot of the industry. leaving it a blood-
usk,” Mr. Libey said, “Competition
s essential for mnovation
essential for high-serviee cultures: com-
petition s essentil for price comtrol. Wih
one or two consolidated “super |

re they can

blo

less

campeion s

..rl S Pmul Service.
ndustry consolidation
isa H.ld 1de: Ar. Libey sai §
mevitable. It will consolids
become imolerable. Then it will dec cm"
iz¢ once agan and return to competitive
excellence. 11 will take 25 10 50 4

ve will
opportunity and money in the process. Bost
1o just leave it as is: the best list indusiry in
the wor =

s and




