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O1. Introduction

If you are a data-driven company,
then you are probably familiar with
CDPs. This is because Iin recent years,
third-party Customer Data Platforms
(or "CDPs") have become a popular
way to centralize and activate
customer data.

Alongside it, we have also seen the
widespread adoption of data
platforms like Snowflake, BigQuery,
or Redshift by tech-savvy companies.

*OMESB

I'm here to talk about something a
little controversial and make the
claim that CDPs are not the future...

a GrowthLoop
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For companies that have spent time
& effort bringing all their data into a
data warehouse, | propose a different
approach, one that will streamline
your ability to activate customer data
& drive revenue faster—a First-Party
Data Platform.

Your data platform like Snowflake,
BigQuery, or Redshift, should be your
single source of truth and the place
where you centralize, segment, and
activate your customer data. A first-
party data platform works directly off
your data platform.
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O1. Introduction

So why a CDP anyway?

Customer data platforms (CDPs) provide tremendous value to
organizations by centralizing customer data and activating it
to the right business tools that teams use every day.

This helps companies accelerate
revenue and growth, and elevate the
customer experience.

Usually, CDPs do this with three key
pieces of functionality: 1) importing
customer data into a single location,
2) creating a single view of the
customer, and 3) activating the
customer data to marketing, sales,
and customer service tools.

Just like any tool or platform, CDPs
have their own limitations that we’ve
come to realize over the years. And |
want to run through some of these
to back up the bold claims being
made.
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What a CDP is:

01 Ingest Customer data

02 Create a “Single View of the Customer”

03 Activate Customer Data
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02. 6 Reasons why CDPs are not

the future

Time is Money

CDPs take 6+ months to setup and integrate
- why wait when your cloud data warehouse
already has everything you need for data
activation?

Limited view of the customer

CDPs ingest web and app data but what
about everything else? Don’t use a limited
view of the customer when you have the full
picture in your Data Warehouse.

Data Warehouses = more measurement
potential

CDPs offer limited measurement capabilities
while your data warehouse already contains
a powerful framework for reporting audience
& campaignh success metrics.
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Follow alongside GrowthLoop’s
co-founder and CEO Chris Sell as he
explains the 6 reasons why CDPs are
not the future.

Two views of the customer

You end up maintaining two views of the
customer - one in your data warehouse and
one in the CDP.

They sabotage your team’s ability to
innovate

With a CDP your analytics team can’t use the
open source tools they love to create
insights on your customer data. Unlock their
potential by bringing it to your Data
Warehouse.

Don’t trust key customer data to a 3P

Privacy and security will only continue to
grow in importance. With CDPs you are
copying data to a 3rd party. Your customer
data should stay in your systems.


https://www.youtube.com/watch?v=BrvwtFkAtOI&ab_channel=FlywheelSoftware
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6 reasons why CDPs are not the future

1. Time Is Money

In this new world where efficiency is
everything, can you imagine 6+ months to
set up and integrate a tool to activate
customer data? That's the reality of using

a CDP.

First, you will need to involve your

engineering teams to integrate the SDKs/
JS snippets and do new releases of your
products. At mid sized organizations this

process takes months.

If you are a company that has a strong
data engineering team that has already
done the immense undertaking of
designing a beautiful data warehouse with
all your data—why would you now sync a
subset of this data to a CDP?

1st Party

CDPs Data Platform
R AR A F
A AR A
6 MONTHS 2 WEEKS

Even apart from the data integration, you
now also have to create and maintain your
customer data model in the CDP platform.
You will have to set up de-dupe logic,
recreate your key customer attributes and
create custom attributes you want to filter
on (total spend, number of purchases, etc).

Most of the CDPs have their own nuances,
so you will need to dedicate some
resources from your team that will now be
the "CDP admins" akin to something like a
Salesforce admin. In a sense, CDPs force
you to go all-in on their opinions and tools
and dedicate your team to learning them.

In this new world where efficiency is everything, can you
iImagine 6+ months to set up and integrate a tool to activate

customer data?

I 02 6 reasons why CDPs are not the future | 6



° GrowthlLoop

6 reasons why CDPs are not the future

2. Two views of your customers

One of the main reasons for implementing
a 3rd party CDP is to find a simplified way
of creating a "single view” of your
customers.

Unfortunately, as you scale your company
and therefore get into more complicated
use cases, this can actually backfire and
you will inevitably end up with not one, but
two views of the customer- one in your
data warehouse and one in the CDP.

Your analytics & data engineering teams
are invested in ingesting all your data from
disparate sources into the data warehouse
and modeling it into a cohesive single view
of the customer. This allows them to
generate reliable analytics reports, build
ML models, and do smarter evaluations on
your marketing campaigns.

These teams are also the most familiar
with your key business logic and key
metrics so there is no one who
understands your data better. In the
warehouse, your teams can leverage SQL
and data modeling tools of their choice
(Matillion, DBT, Informatica, etc.) to model
data.
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By bringing in a CDP you are maintaining a
completely separate redundant data model
with only a subset of the data that sits in
your data warehouse. Over time, only the
stronger data model will survive and
almost always that ends up being the data
warehouse.

Analytics teams prefer to work with the
tools they already love in the data
warehouse, as opposed to the CDP, where
they will be limited to using the proprietary
query language or the user interface.
Slowly but surely, all the work you have
put into building and maintaining your CDP
will cease to pay off.

¢
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6 reasons why CDPs are not the future

3. CDPs have a “Limited View of

the Customer?”

It’s an unfortunate reality, but as the
company scales, most of your customer
data will never make it to the CDP. Even
though CDPs can ingest copious amounts
of data from various sources, it’s usually
much easier to integrate simpler product
metrics into CDPs such as—app events or
website events. It’s a different story when
you get to more complex first-party data.

But the reality is never that simple, and
you Will have many more sources of data—
survey data, email clicks, event attendance,
sales activities, etc. All of these will require
extra integrations to sync to the CDP, and
their customer models are not built to take
this breadth of sources into account.

Sources
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Your data engineering & analytics teams, on
the other hand, will be able to ingest and
model this data in your data warehouse
easily with tools they already enjoy using.
So by depending on the data warehouse
and activating it as the "1st party data
platform" you will be able to activate on a
much richer customer profile.

It’s an unfortunate reality,
but as the company scales,
most of your customer data
will never make it to the CDP.

P e e e e e e T e e e e e e T e e e i T T e

Event-Based CDP
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6 reasons why CDPs are not the future

4. Don’t sabotage your team’s

ability to innovate

Analytics and data science teams work in
an ecosystem of SQL/Python-based tools
that are centered around data platform
providers like Snowflake, BigQuery and
AWS.

By taking the data and putting it in a 3rd
party CDP, you are handcuffing your
analytics team and holding them back
from innovating. Analytics & Data teams
will come up with the best models for
predicting churn, life-cycle value, and
driving real customer value.

However, CDPs make it harder for them to
get the data they need to create these
models and they will end up exporting the
data back into the warehouse to be able
to use the more powerful tools in their
toolkit.

Data Platform
for Analytics Workload

___________________________________________________

l SQL Interface \

l Machine Learning
Services

___________________________________________________

_____________________________________________________________________________________________________

‘ SQL Interface ]

Event-Based CDP

‘ Machine Learning
for Eng

________________________________________________________________________________________________________

A lot of CDPs don't necessarily make it
easy to export this data back out of their
system either because well, it's in their
best interest. If you invest in your data
warehouse instead, and build your core
customer data model there, your analytics
team already has all the data they need at
their fingertips for analysis at all times.

To put it simply, analytics teams prefer to
use SQL & Python to 3rd party CDPs.

By taking the data and putting it in a 3rd party CDP, you are
handcuffing your analytics team and holding them back from

Innovating.
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6 reasons why CDPs are not the future

5. Data warehouses offer more
measurement potential

With all the current changes across the
industry in terms of attribution tracking for
campaigns, it's more important than ever
to have smarter audience/campaign
evaluation mechanisms based on first-
party data.

Instead of trying to deal with attribution or
looking at limited evaluation capabilities
offered by CDPs, your data warehouse
offers a much more powerful framework
for reporting audience & campaign success
metrics.

Your data warehouse not only has a rich
profile on your customers, but it also
usually has all the target metrics or events
you want to drive like total spend,
purchase button clicked, and many others.

So when it comes to analyzing audiences/
segments your team creates for marketing
and sales campaigns, it is a no-brainer to
look at your data warehouse where you
can tie those campaigns with all your
events.
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By utilizing the data warehouse as a first-
party data platform you are able to analyze
audiences by looking at uplift in any
metrics important to your business—
retention, revenue, logins, pay now clicks,
searches, quite literally anything available
in your warehouse.

You can track metrics like add-to-cart
uplift, mobile login lifts, revenue lift by
doing smart hold-out groups in the
audiences generated in the warehouse.
And you can run statistical significance on
your results by using a Mann-Whitney U
test.

On top of this, your Business Intelligence
team can visualize these results in your
Data Visualization tool of choice: Tableau,
PowerBI, Looker, etc. By keeping audience
measurement within your data warehouse,
teams gain flexibility and more insights,
faster.
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6 reasons why CDPs are not the future

6. Don’t entrust key customer data

to a third party

Security is a big part of any infrastructure
design or organization, and syncing all your
data to a 3rd party CDP should definitely
give you pause, and rightfully so.

Some of the most glaring advantages of
activating off your data platform are the
security benefits that come along with this
architecture design.

With privacy and security becoming an
ever-growing concern on customer’s
minds, you should never be risking their
trust with a 3rd party.

Data stays in
your system

Data Platform

P e e e T e el S

G Cloud
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Security Benefits:
* Your data never leaves - Your data stays
within your warehouse
 Access & Authorization - You control
who gets access to which subset of

data

 Easy Compliance - You can control
compliance directly in the warehouse

 GDPR requests - Easily automate your
compliance to answer GDPR requests to
clear data

Data with 3rd party

____________________________________________________________________

Event-Based CDP

____________________________________________________________________
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03. A better way
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Data teams are already heavily invested in
building your data warehouse and data

infrastructure.

This means that there is a better, faster, and
cheaper way to activate your first-party data
directly from the warehouse.

Full disclaimer,

At Risk Customers bwage

4 High Potential LTV

= Cross Sell Ready

First-party data platforms enable your
analytics team to leverage all the hard work
they’ve already done and simply activate the
customer data model you have in your data

warehouse.

| believe in this new direction so much that we at GrowthLoop built an entire platform focused
on activating the data warehouse —a customer segmentation platform that runs directly on any
data warehouse. We’ve helped companies like Indeed, Google, Red Sox, NASCAR, and others

drive revenue using their warehouse.

We are a part of this big transition towards a better approach to growth, experimentation, and
marketing —unlocking huge potential for teams of all sizes and scales. And we are excited to
continue discovering the potential of this new way of the future and pushing the boundaries.

I 03 A better way | 12



° GrowthLoop

Contact us

Email: solutions@growthloop.com

Schedule demo: GrowthlLoop.com/contact-us

Linkedin:

GrowthLoop
GrowthLoop.com

@growthloop-co



https://www.GrowthLoop.com/contact-us
https://www.linkedin.com/company/growthloop-co

