Behavioral Targeting

Imagine you are at your computer and surfing the web when suddenly a popup presents itself.  At first, you are annoyed and ready to click the X on this nuisance, but then, you realize that “hey! You’re actually interested in the advertised product.”  You click, learn more, and eventually buy it.  That essentially is the power of behavioral targeting.  

Behavioral targeting implies the ability of utilizing a sophisticated set of software tools to analyze and cater to a consumer’s online behaviors.  Aware of the websites they view, the products they research, and how close they come to making a purchase, marketers can tailor online ads to pinpoint consumers who have demonstrated interest.  This allows for more effective and more promising sales leads.

For a company to be able to know exactly who is interested in their product and when they are ready to buy, behavioral marketing holds a promising future.  Spending on behaviorally targeted ads in these categories reached $350 million in 2006 and is predicted to possibly reach $1 billion in 2008 and nearly quadruple to $3.8 billion by 2011.  Companies are willing to financially invest in this marketing strategy because behavioral targeting addresses a few of the key problems responsible for plaguing the industry.

1) Rising costs of Web marketing

2) Rising costs of customer acquisition

3) Falling conversion rates

Behaviorally targeted ads are a cost-effective way of honing in on potential customers who have shown levels of interest in the past.

The concept isn’t new.  Technology has always allowed marketers to track consumer behavior on the Internet, but they have been unable to gain enough website access to achieve a truly effective behavioral targeting campaign.  Only recently have ad networks and networking firms amassed enough participating websites to allow marketers to see the big picture of consumer preference.

Companies like Tacoda, DoubleClick, Revenue Science, and aQuantive have put together networks of thousands of diverse sites to allow for the insertion of behaviorally targeted ads.  As long as these ad networks exist, major practitioners of behavioral marketing such as Pepsi-Cola, Ford Motor Company, Procter & Gamble, Sony Electronics, and FAO Schwarz will continue to allocate billions of dollars to online advertising.  For instance, Pepsi worked with Tacoda in early 2007 to streamline the launch of Aquafina Alive, Pepsi’s vitamin-enhanced water.  Targeting “health conscience” consumers with ads within Tacoda’s network of 4000 sites eventually attracted three times the number of consumers when compared with Pepsi’s past Web-based campaigns.

These various networking firms utilized many techniques to create consumer profiles available for sale to advertisers.  Since the inception of Netscape in 1995, websites drop “cookies”, or little pieces of data that cling to consumers’ hard drives.  From this, they can keep track of user preferences, contents of electronic shopping carts, search history, and details on when and where the user visited any site.  Next, websites also record the Internet Protocol (IP) addresses of anyone who visits.  This numerical code identifies the computer and its geographical location.  Lastly, companies partake in retargeting, a process in which consumers are served ads after visiting a site based on the premise that a visit must imply interest in the company’s products or services.

Unfortunately, despite its many strengths and appeal, behavioral targeting has its weaknesses.  Although advertisers are given all the information necessary to develop a consumer profile, tracking technology still has trouble distinguishing multiple users at the same computer.  With “family computers” being a widespread practice, unless ad networks can address this issue, behavioral marketing will fall short of its promise.

The biggest challenge for advocates of behavioral targeting continues to be consumer privacy concerns.  Even though websites and ad networks claim that they are not collecting and storing personal data, like usernames and home addresses, many consumers are offended by the idea that they are being tracked.  Beginning in December 2007, the Federal Trade Commission began reviewing online ad practices and looking into behavioral targeting issues.  They analyzed the nature of the collected information and the safeguarding of that information, while addressing whether or not the material was personal, identifiable, or even a threat to consumer privacy altogether.  With little progress in the controversy, behavioral targeting is as prevalent as ever and so are the people that protest it.

Overall, in the eyes of companies worldwide, nothing gets better than behavioral targeting.  It offers a cost-effective method of streamlining their advertising goals.  Despite disapproval from privacy advocates, behavioral marketing, in my eyes, greatly empowers the marketing industry and should not be feared.  It is the present and future of advertising, and admit it, relevant popups are a lot better than random popups.

