INTELLECTUAL CAPITAL

IDEAS TO FEED YOUR BUSINESS

We're g-n._t.ering an era in which lifelong customer relationships are

the ultimate commodities market, BY JEREMY RIFKIN

* hink of waking up one day only to
find that every aspect of your exis-
® tence has become a purchased
affair, that life itself has become the ulti-
mate shopping experience.

The capitalist journey, which began
with the commodification of material
goods and places, is ending with the
commodification of human time and
duration. E-commerce and networked
ways of doing business are giving rise to
the “Age of Access,” a new economic era
as different from industrial capitalism as
the latter was from the merchantilist era
that preceded it. '

The transformation from the old eco-
nomic era to the new has been long in the
making. The process started in the 20th
century with a shift in emphasis from
manufacturing goods to providing basic
services. Now the commercial sphere is
making an equally important shift from
service-related to experience-oriented.

In the Internet Economy, the commodifi-

cation of goods and services becomes
secondary to the commodification of
human relationships. Holding clients’ and
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customers’ attention in the new fast-
paced, ever-changing networked economy
means controlling as much of their time as
possible. By shifting from discrete market
transactions that are limited in time and
space to establishing relationships that
extend in an open-ended way over time,
the new commercial sphere assures that
more and more of daily life is held hostage
to the bottom line.

THE CUSTOMER IS THE MARKET
In the industrial economy, with its empha-
sis on mass production and the sale of
goods, securing a share of the market was
utmost in the minds of every entrepreneur.
In the Age of Access, with its emphasis on
selling specialized services and providing
access to expertise of all kinds, the role
played by suppliers changes markedly.
“We are shifting from being box sellers to
becoming trusted advisers,” said Hewlett-
Packard’s Wim Roelandts in Don Tapscott’s
The Digital Economy.

The new idea in marketing is to con-
centrate on share of customer rather than
share of market. What these ideas boil
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down to is the commaodification of a per-
son’s entire lifetime of experiences.
Marketing specialists use the phrase
“lifetime value,” or LTV, to emphasize the
advantages of shifting from a product-
oriented to an access-oriented environ-
ment in which negotiating discrete market
transactions is less important than secur-
ing and commodifying lifetime relation-
ships with clients.

Automobile dealers estimate, for exam-
ple, that each new customer that comes
through the door of a Cadillac dealership
represents a potential LTV of more than
$322,000. The figure is a projection of the
number of automobiles the customer is
likely to purchase over his or her lifetime,
as well as the services those automobiles
will require over their lifetime. The key is
to find the appropriate mechanism to hold
on to the customer for life.

To calculate the LTV of a customer, a
firm projects the present value of all future
purchases against the marketing and cus-
tomer-service costs of securing and main-
taining a long-term relationship. Credit
card companies and magazines, which rely
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on subscriptions and memberships, have
long used LTV cost-accounting projections.
Now the rest of the economy is beginning
to follow suit.

The commercial potential of capturing a
share of customer is directly proportional
to the projected duration of his or her
consumer lifetime. For that reason, many
‘companies try to capture customers at an
early age to optimize their potential LTV.

Hyatt Hotels features Camp Hyatt and a
newsletter aimed at its youngest LTV cus-
tomers. A&P provides children’s shopping
carts to accustom youngsters to making
their own selections in the store.

Determining a person’s LTV is possible
with the new information and telecommu-
nications technologies of the networked
economy. The Web’s continuous flow of
consumer behavior information, combined

f anyone would have cause to cele-
brate Jeremy Rifkin’s new treatise on
technology, it would seem to be
Dennis Avery. Avery's official title is direc-
tor of global food issues for the Hudson
Institute, a conservative research group
based in Indianapolis.

Unofficially, Avery serves as Rifkin's
main sparring partner whenever the war
over genetically modified food spills over
to a public forum. For much of the last
25 years, Rifkin has crisscrossed the
country, warning the public about the
potential dangers of genetically modified
agricultural products, working to pres-
sure businesses and governments to
slow down the march to a scientifically
engineered future.

For much of'the last decade, Avery has
followed, arguing that Rifkin’s concerns
are based on conjecture and hyperbole,
and are lacking scientific basis. But word
that Rifkin has shifted his sights from
biotech to the Internet does not give
Avery any particular joy. “He’ll be back,”
he says.

with retailers’ ability to track their every
bar-coded purchase, give companies
detailed profiles of customers’ lifestyles =
their dietary choices, wardrobes, states of
health, recreational pursuits and travel
patterns.

With appropriate computer modeling
techniques, it is possible to use this mass
of raw data on each individual to antici-
pate future desires and map out targeted
marketing campaigns fo lure customers
into long-term commercial relationships.

Many in the information sciences sug-
gest that these new technologies be
thought of as relationship technologies, or
R-technologies, rather than information
technologies. “We need to turn away from
the notion of technology managing infor-
mation and toward the idea of technology
as a medium of relationships,” said

He’s probably right. If Rifkin has
demonstrated anything in his three
decades of activism, it is his superior abil-
ity to use his intellect, his organizational
skills and his charisma to push issues
onto the national radar screen.

He has a track record of keeping them
there. For 15 years, Keith Schneider wrote
stories about Rifkin and his biotech cru-
sade from his post at the New York
Times. Schneider can’t decide whether
Rifkin is more expert at driving public
opinion or pushing for government
reform. “He is one of the greatest grass-
roots activists of his éeneration."
Schneider says. “Period.”

Rifkin has often been labeled a gadfly.
His penchant for media attention and the
lecture circuit (where he earns between
$10,000 and $20,000 an appearance)
are often given as evidence by friends
and foes alike.

As Gene Grabowski, VP of communi-
cations for the Grocery Manufacturers
of America, concludes: “I think the record
will show that he’s taken some oppor-

Michael Schrage, codirector of the MIT
Media Lab’s eMarkets Initiative, in Kevin
Kelly’s New Rules for the New Economy.

French economist Albert Bressand in
1996 was quoted in Wired saying that
R-technology is an appropriate way to
describe the new technologies because
“relations rather than material products
are what is processed in these machines.”

What is becoming clear to management
and marketing experts,"and a growing
number of economists, is that the new
computer software and telecommunica-
tions technologies allow for the establish-
ment of rich webs of interconnections
and relationships between suppliers and
users, creating the opportunity to quan-
tify and commodify every aspect of a
person’s experience in the form of a long-
CONTINUED ON PAGE 196

tunistic positions.”

But “gadfly” fails to capture the
depth, or at least the breadth, of Rifkin’s
arguments. Rifkin began his Beyond Beef
campaign against red meat in 1992, for
example, and he wrote a book by the
same name. While Rifkin used his bovine
polemic to make a dramatic call to cut
domestic red meat consumption by half,
he also included a historical analysis of
red meat in Western society and its glob-
al economic and environmental impact.

He wrote 13 other books before
Age of Access, including The Biotech
Century and The End of Work, two of the
intellectual precursors of his latest book.
The latter 1995 bestseller painted a
picture of technology in the “postmarket
era” putting bank tellers and blue collar
workers out of work and creating a soci-
ety of information-economy haves and
CONTINUED ON PAGE 196
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