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Introduction

Why every company
wants a CDP

Customer data platforms are currently one of the most sought-after business tools. Every company
seems to want a “CDP” to leverage internal data to better target their customers with personalized
offerings. But are they really the silver bullet for “customer analytics”, as marketing experts claim?

How should a company decide between different CDP applications? Must it opt for a standardized
end-to-end solution, or could it better develop some functionalities in house? This report answers these
questions and more.

Companies have long tried to leverage data to better engage with their customers and target them with
personalized offerings. As a result, they have come to value that need
to be curated and stored adequately. Customer data has many different sources - transaction records,
volunteered personal information, credit scores - and these components were traditionally used
differently by various parts of any company. A little over ten years ago, the CDP was invented to break
down silos by combining all data sources to create a single customer profile available to everyone in
the company.

The prospect that companies could create an all-knowing, unified customer profile - a “360-degree
view” of each one - has generated a huge amount of buzz about CDP in the last few years. The market
for CDP applications is growing faster every year and the number of providers is increasing. The market
is crowded with large players such as traditional business software suite vendors (like SAP, Oracle, Sales-
force, specialized players like Tealium, Bloomreach, CrossEngage) and many younger and much smaller
companies.

At the same time, the marketing industry is responding to widespread concerns about data protection
and data privacy and resulting regulation. The impending end of third-party cookies will make it much
harder for companies to track customers’ internet habits. As a result, CDP solutions have a distinct
competitive advantage that provide secure data connections and allow convenient and reliable manage-
ment of privacy, consent and cookies. The growing complexity of using data in marketing has increased
interest in CDPs.

Buzz often risks becoming hype. So, DAIN Studios has taken a closer look at how CDPs work in

practice - and how user experiences might fall short of the aspirations of the software companies that
make them. For example, many companies’ legacy systems don’t allow data from different channels to be
unified, which can lead to suboptimal messaging and customers that are dissatisfied - and even take their
business elsewhere. To guarantee success, investing in CDP has to be rigorously thought through and
carefully implemented.


https://dainstudios.com/insights/turning-data-into-data-assets/

CUSTOMER-DATA PLATFORMS

© 2023 DAIN Studios

CDPs create effective
customer profiles

CDP is a packaged software that gathers and unifies customer data from disparate systems to deliver
shareable customer profiles. This definition is important as there are solutions that claim to be CDPs but
cannot perform key tasks. “Real” CDP is a tool that can:

e Collect and unify customer data: Marketing departments often use business systems and customer
touch-points — email, analytics, CRM, e-commerce, social media — that are not interconnected and
so cannot share data to create a complete and unique picture of each customer. The CDP connects all
the tools marketers use, to become a “single source of truth” for first-party data.

e Manage customer data: CDP protects customers’ privacy and data rights by controlling the data flows
between different marketing systems and managing data-use consent from customers. The EU’s
General Data Protection Regulation (GDPR) data-privacy rules demand that companies document
these processes.

e Activate customer data: CDP slices and dices data to offer new insights - for example, by identifying
audience segments with specific characteristics that a company can use across all its marketing
channels. The prerequisite is that companies have permission to collect and structure their
customers’ data.

CDP software usually sits between the various data sources and the IT-system’s business functions that
use the customer profiles and audience segments it generates (see Figure 1).
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Figure 1: CDP platform sits at the heart of state-of-the-art data architecture.
Source: Arm Treasure Data 2019. CDP Architecture. Treasure Data CDP



https://blog.treasuredata.com/wp-content/uploads/2019/05/Arm-Treasure-Data-CDP-Architecture.pdf
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Companies can buy off-the-shelf solutions from business software suite or specialized suppliers.
Alternatively, they can break down internal data silos themselves and create CDP tools in-house, if their
IT-system architecture allows this. Before making a decision, companies should know the four CDP
typologies.

The CDP Institute defines these as follows:

Data CDPs gather customer data from various sources to create unified customer identities that
can be accessed by all relevant software applications. On top of these minimum functions, some data
CDPs can also identify audience segments.

Analytics CDPs gather data and provide more analytical tools. Features include audience segmen-
tation as standard and can extend to machine learning, predictive modeling, revenue attribution and
journey mapping. Analytics CDPs can often also automate the distribution of these datasets to other
applications.

Campaign CDPs gather and analyze data and devise customer treatments. These specify how diffe-
rent individuals in an audience segment are best addressed over one or more channels, for example,
by personalized messaging, outbound marketing, real-time interaction or product recommendations.

Delivery CDPs gather and analyze data, devise customer treatments and deliver messages to them
via email, websites, mobile apps, CRM or advertising.



https://www.cdpinstitute.org/learning-center/what-is-a-cdp/#section2
https://dainstudios.com/simplify-the-customer-journey/
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The differences
between CDP, CRM
and MA

An increasing number of software makers are offering larger “customer experience
platforms” that combine some CDP functionalities with those of CRM and marketing auto-
mation (MA) tools. With these features side by side or as part of separate products on the
platform, the combinations can be as confusing as they can be helpful.

CDP creates customer profiles and audience segments essential for marketing campaigns
- and it relies on MA applications to frame and implement these over different channels.
CDP provides a big picture of how customers interact with a company’s products and
services.

CRM systems, on the other hand, track and manage the interactions of individual clients
with the company’s customer-facing employees, for example, in sales and support teams.

Companies often use CDP, MA and CRM in parallel. But even then, these tools remain dis-
tinct from each other. For example, only CDP can process real-time data, and it also creates
the most comprehensive customer profiles - but cannot manage marketing campaigns.

Real-time data? Yes Some No
360-degree customer | Yes Limited No
profile

Marketing Campaigns | No Yes Yes
Management
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Geography matters in
today’s CDP landscape

The CDP market is growing exponentially and could top annual revenues of $20 billion in 2027.
That would represent a twelve-fold increase in sales over the previous decade.

Customer Data Platform Market Size, By Component, 2017-2027
20.5Bn
1.6Bn

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

B Platform (Without Services) Services

New CDPs are being launched all the time. There are currently more than 150 CDP software makers

of all sizes worldwide. About half of them are based in the United States and just over a third in Europe.
Of the 25 Asian players, 11 are based in India and six in Singapore. 4 CDP software makers are based in
Australia or New Zealand. The CDP industry is also a sizeable employer, as CDP software makers employ
over 10 000 people in the United States, over 3 500 people in Europe, and over 2 000 people in Asia.

The total impact of the industry is much larger, as this does not represent the people utilizing the CDP
solutions.


https://www.kbvresearch.com/customer-data-platform-market/
https://www.kbvresearch.com/customer-data-platform-market/
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Geography matters, as CDP users active in Europe will fall under the EU’s strict data-privacy rules.
DAIN recommends that companies only use CDP software that clearly indicates a commitment to the
EU GDPR - so to data privacy and consent and cookie management.

Some of the main CDP players are listed below. Their offerings include tools other than CDP, so these
should be considered “customer experience platforms”, as explained earlier.
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Figure 4: Overview of CDP companies
Source: Real Story Group
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CDPs’ typical use cases and core
functions

Having taken a measure of the intricacies and pitfalls of CDP, companies should be aware of the many
use cases in which the software shines. CDP is useful for companies that want to

e combine CRM-driven E-Mail and paid social media to upsell to customers,

e improve the quality of to which customers are exposed,
e gaina of each customer to serve them more efficiently,

e use omnichannel marketing to engage more deeply with their customers,

e integrate data from distinct data sources in various formats,

e build in compliance so that customers choose how their data is used,

e improve data quality in order to sell their data to other businesses,

e automate marketing more and spend less time on data management.

To realize these aims, companies need CDPs with some or all of the following features:

e Datagathering from different sources,

e Datamodeling,

e Audience segmentation,

e Scalability of record-keeping,

e Single-customer view and unified profile,
e Data accessibility to other applications.

CDP is especially useful for companies that generate large amounts of customer data and rely on
cross-channel marketing - typically online B2C-retailers looking for the best ways to reach large
swathes of consumers. But its ability to glean insights about individual clients can also be relevant for
B2B-companies focused on serving companies that buy in bulk. Indeed, some CDP tactics apply as
much to B2B sales as they do to B2C:

e Targeting individuals for free trials in the hope of gaining new paying customers,

e Onboarding new customers by providing them with relevant content in the web and creating the
full customer experience with a product or service right from the start,

e Tailoring new product launches and campaigns to customers with specific interests matching the
features, customer segment preferences and engagement level.


https://dainstudios.com/insights/case/improving-customer-experience-along-the-customer-journey-with-data-and-analytics/
https://dainstudios.com/insights/case/improving-customer-experience-with-data/
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Use case: personalization in e-commerce

CDP can be used to . The ability of CDPs to unify data
from various sources to create a single source of customer intelligence is extremely useful in B2C
e-commerce. If the large volumes of data generated are connected properly, they can be used to make
personalized recommendations to online shoppers.

Customer data about past purchases (including aspects like timing), communication preferences and
loyalty status can help online retailers home in on what the customer may need next and proffer a “next
best offer”. also allows retailers to “upsell” by suggesting superior models to
customers looking at premium price points.

While demographic information like timing and geography are helpful, companies can also use behavio-
ral data to create a so-called identity graph (see below) for each customer. It can then be grouped in an
audience pool with similar traits that can be efficiently targeted.

u

Mobile

Mobile
Data


https://dainstudios.com/insights/case/improving-customer-experience-along-the-customer-journey-with-data-and-analytics/
https://dainstudios.com/insights/personalize-and-optimize-interactions-with-customers/
https://www.richpanel.com/blog/what-is-an-identity-graph

Customer-analytics
goals drive choice of

CDP

The variety of uses and typologies mean that each company needs a clear idea of its customer analytics
needs to select the right CDP application. Each company also needs to be aware of the opportunities and
challenges of its IT architecture - only then will it know whether its current systems will actually be able
to provide the required CDP features.

CUSTOMER-DATA PLATFORMS

To guide companies to a comprehensive assessment, DAIN Studios has developed a selection framework.
Its simplified “CDP decision tree” deals with all variables - and Dain Studios’ experts will help every
customer move along it in a constructive manner:

Use Cases related to Internal resources

Customer Data and focus areas System Architecture

12

yes 1. Do | need no

to buy a
CDP?

In-house development
of CDP functionalities

Figure 6: DAIN Studios’ CDP selection framework (simplified)
Source: DAIN Studios

© 2023 DAIN Studios
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Does a company need to buy a CDP? The answer this question will depend on the complexity of its use
cases and the characteristics of its existing IT-system architecture - whether a CDP is suitable, for
example, will depend in part on existing CRM and MA solutions. The company should also consider
in-house resources - money and human skills.

Which CDP should the company buy? This question assumes that the company has already decided to
buy an off-the-shelf package rather than developing in-house solutions.

A company’s choice of CDP will depend on the use cases it defines based on its marketing strategy,
customer needs, return on investment and scalability. How intensely it uses CDP or to what degree it
needs features like real-time data will depend on the sector it’s in.

DAIN Studios supports companies in developing smart data and Al strategies - including data strategies,
data architecture, data analytics, business intelligence (Bl) development and Al. We help our clients
reach data maturity with fit-for-purpose solutions. DAIN Studios is vendor independent and used to
working with a variety of CDPs in Azure, AWS and other IT architectures. We empower businesses
from their first data journey to excelling at Al.

Regardless of whether B2C or B2B, companies interested in CDP have to find their own answers to their
specific needs - and DAIN Studios can help them do that. It can help every company square up to even

the toughest decisions.

The authors:

Xavier Jolas Sebastiano Mars Eike Von Seggern Johanna Laiho-Kauranne

About DAIN Studios

DAIN Studios is a data and Al consultancy that helps organizations .Companies
choose the firm because of its high standards of service and start-to-finish solutions that range from
strategy to operations optimization.

The company’s team of experts provide substantial improvements in business performance—and help
protect the individual rights of consumers too. In 2022 DAIN Studios won the for
positive client feedback.


https://dainstudios.com/insights/how-to-become-data-driven/
https://dainstudios.com/insights/dain-wins-2022-top-consultant-award/
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https://dainstudios.com/insights/
https://dainstudios.com/data-science-meetup/

