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Xerox Highlights Key Customer: DME of Daytona Beach, Florida
Introduction
Xerox recently invited a few representatives from consulting firms and the press to visit DME, a direct marketing firm based in Daytona Beach, Florida. Xerox showcased DME for the personalized marketing and digital printing work that it is doing with its three DocuColor iGen3 printers.
About DME
DME’s headquarters occupy an 11-acre campus near the Daytona Beach raceway and the Daytona Beach airport. DME has about 500 employees at the Daytona Beach site and another 200 or so at a sister company in Tampa. DME provides a broad range of services, supported by a letter shop, a call center, graphic and web design facilities, database and web hosting capability, teams of programmers, CD-ROM creation, a print shop, a bindery, inserters, fulfillment, mailing, a warehouse, and even an on-site U.S. postal facility. DME’s operation runs 24 hours a day, seven days a week. 
Founded in 1982 by CEO Mike Panaggio, DME was originally called Direct Mail Express, but the company is now known simply as DME. DME helps its clients acquire new customers, retain existing ones, and reclaim old ones through the use of direct marketing response programs that include direct mail, e-mail, phone, and web components. DME’s clients include AutoNation, American Express Financial, Bank of America, Clear Channel Communications, and Toyota. DME is a privately held company with about $90 million in sales. DME’s web address is www.dmenet.com. 

DME guides its visitors, customers, and prospects through a site tour that includes multimedia presentations on plasma screens located throughout the facility. Data gathered from a touch screen is later incorporated into a personalized print piece that is waiting for you when you reach the room with the iGen3s. 
Figure 1: DME sample output, (left) the printed sample from the tour includes a video image grabbed from a surveillance camera; (right) a variety of automotive samples
[image: image1.jpg]3 Members of TOUR 1Discover
One-to-One Marketing!

‘ 11
‘ ,v»‘—“-

CONFIRMED: Exploiting Client Databases
Is The #1 Problem!

,‘)-.
XEROX (I8 Tor DME




    [image: image2.jpg]4 CYLINDER

Tom Wadler Toyota

scHEouLED
MAINTENANCE

4 CYLINDER

‘Tom Wadler Toyota

scueDuLED
MAINTENANCE





DME’s Philosophy
What makes DME’s corporate philosophy so interesting is how they build their direct marketing programs around the concept of tracking results. DME’s key to tracking comes down to two basic points: 

· Can we track it?

· Can we make it better?

Figure 2: One of DME’s call centers 
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One of DME’s customers is AutoNation, the largest dealer group in the country and a Fortune 100 company. AutoNation is a $19 billion company with 380 dealerships representing 35 different brands. DME has worked with companies like AutoNation and Toyota to develop service marketing/service loyalty reminder programs. In the past these mailings were generic communications that presented a limited opportunity for testing the results. Now with programs implemented by DME AutoNation has much greater control and is finding a significant increase in business from its service customers. AutoNation found that its service revenues were up despite a recent drop in car sales. Given that service revenues are closely tied to car sales, this is an interesting result that AutoNation attributes to the improved service reminder program.

“Smart couponing” is at the heart of the program as it allows the coupons for services (like oil changes and other maintenance) to be unique to the customer and targeted to their needs. DME has also helped AutoNation target new car sales at customers who haven’t bought a car from the dealership but who do get their cars serviced there. DME is working with AutoNation and others, such as Toyota, to develop programs that encourage this crossover business.

DME as a Xerox Partner
DME has a long history as a Xerox customer and has used DocuPrint 180 printers to print variable data in black on pre-printed shells. DME currently runs three DocuPrint 180s as well as two Heidelberg Digimasters (one with the in-line booklet maker). It also has a print shop that includes two-color and a four-color Heidelberg sheet-fed presses and a Creo platesetter.

Figure 3: DME DocuPrint 180s
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DME has three DocuColor iGen3s and have room for a fourth (a tape outline marks the spot on the floor of the production room). It also has a DocuColor 2045. DME says that it is running close to a million monthly impressions per machine. The iGen3 allows DME to do fully variable color work without having to use pre-printed offset color shells. DME’s customers are cost conscious and want a low cost per unit (CPU). What DME has found with the iGen3s is that CPU has not increased, but in fact has come down a little.
Figure 4: DME DocuColor iGen3s
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Variable Data

DME has also been a longtime PrintSoft customer. It uses PReS software for the variable data jobs run on the DocuPrint 180s. With the arrival of the iGen3s in March of 2003, DME began looking at ways to take its variable data offerings to the next level. DME ultimately chose Xerox partner XMPie. Three factors contributed to the decision:

· Multiple media: XMPie’s ability to handle e-mail, web site, and mail from the same software

· Personalized URLs: XMPie was able to link the campaign to a personalized web site for each individual

· Support: DME was impressed with XMPie’s willingness to work with them cooperatively in a developmental rather than a typical vendor/customer fashion

Response Rates

DME considers the response rates of specific client projects to be confidential data, but it notes that programs run on its iGen3s have generated about a 60% to 70% increase in response rates over prior programs. In general, DME says that it sees about a 3.5% to 4% response rate for the black laser/color offset shell programs that it runs on the DocuPrint 180s. It is seeing response rates in the range of 6% to 6.5% for programs run on its iGen3s.

Good response rates are only one component of a successful program, and in fact, DME notes that high response rates can cause problems if the client is not ready for or capable of handling the volume of responses. Take, for example, a program intended to drive potential car buyers into dealers’ showrooms through incentives such as a free gift. High response rates could overwhelm the showroom and result in prospect dissatisfaction when the free gifts run out. Qualified prospects are what is really wanted, not prize seekers. In addition, it is relatively easy to get customers with sub-par credit to respond, but it’s hard to close those deals successfully. That is why DME integrates credit data into the analytical component of its programs, using this data to screen out those who clearly cannot afford a car. 

DME does very little direct mailing to large lists with no feedback component. They don’t see much value in this. They call it “carpet bombing.”

Creativity

Mike Panaggio says that with the iGen3s, one-to-one marketing has become a reality and that what one can accomplish is only limited by human imagination. Unfortunately, this turns out to be a significant limitation. It’s not easy to find graphic designers who can also understand and program the logic required for sophisticated variable data programs. Nor is it easy to find programmers who have a sense for design. Clients too need to be educated to understand the possibilities of what DME offers. One way that DME works to develop new business is through tests that it runs for prospects. Prospects pay for this service, but gain valuable insight through the tracking services that DME offers.

The Future

DME is talks as much about reduction as it does about growth. For example, it expects to reduce the number of customers it has so it can pay attention to the important ones. DME will probably also reduce the number of employees as it eliminates manual processes and becomes more efficient. An issue moving forward will be finding and hiring the skill workers who drive DME’s success.

Customer Showcases as a Xerox Strategy

Xerox has a very active analyst and press relations program. It regularly holds analyst briefings (the next is coming up this month in Brooklyn) and schedules special events for analysts and press at trade shows. Many of the events revolve around strategic plans or product announcements. They tend to have an educational or a marketing component. At Graph Expo 2003 and Drupa 2004, Xerox entertained customers and others with marquee acts such as Natalie Cole and the group Bond. For the Winter Olympics in Salt Lake City in 2002 and the Summer Olympics in Atlanta in 1996, Xerox invited press and analysts to view the printing and communication facilities in advance of the events. (Note: Xerox’s long history of corporate sponsorship of the Olympics has now ended with the completion of the Athens Summer Olympics. The company intends to focus its spending on other efforts.)
As can be seen from these efforts, Xerox is not shy about spending money to win friends and influence people. However the event at DME was different from other Xerox events for two reasons: the small group (three press and three analysts) and the focus on a customer’s applications. Rarely have press and analysts on Xerox-sponsored events had such an opportunity to see a Xerox customer’s operation. DME is also unique in its willingness to open up its operation to outsiders. DME is clearly a very key account for Xerox as it identifies opportunities for the iGen3. 
Conclusion

DME provides Xerox with an excellent example of a customer that is driving large color print volumes primarily through variable data printing. What stands out for an outsider looking at DME is the company’s focus on tracking the results of each variable data campaign. It is clear that this focus is what differentiates DME and forms the foundation of its success.

Jim Hamilton
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This Material is prepared specifically for clients of InfoTrends/CAP Ventures. The opinions expressed represent our interpretation and analysis of information generally available to the public or released by responsible individuals in the subject companies.  We believe that the sources of information on which our material is based are reliable and we have applied our best professional judgment to the data obtained.
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