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INTRODUCTION

THE PERSONALIZATION PARADOX

UNLESS YOU ARE JEFF BEZOS (hi, Jeff, if you’re reading this), your company is not Amazon. Your e-commerce company is definitely not Netflix either. While you may be in e-commerce, you should not expect to deploy the same level of one-to-one personalization that lets Netflix pinpoint your love for South Korean zombie horror films and invite you to watch more of them.

Personalization has become a catch-all term with different meanings. You cannot honestly say you can do one-to-one personalization if you can’t identify your shoppers. The key understanding is that personalization includes different strategies, depending on where the customer is in their journey with your brand. It’s like a personalization funnel (which you will see illustrated in chapter 1).

At the top of the funnel, you have anonymous visitors, people who just came to your website. From their point of view, you should know basically nothing about them, except perhaps how they got there, such as clicking an ad. The middle stage is what I term the “messy middle,” where they haven’t bought yet but have willingly exchanged some information, perhaps by signing up for an email list or discount code in exchange for their email. This is what we call progressive identification.

Then there’s individual personalization, which is the most intuitive form because it’s what people see on platforms such as Netflix or Amazon. This applies to retention: You know who the person is—they’re logged in, they’ve bought from you, and you have data. One-to-one personalization is definitely a piece of the puzzle, but you’ve got to put it in the right spot in your strategy, which is primarily for known customers and retention. All these things fall under the umbrella of personalization, but they require radically different playbooks.

You cannot identify most visitors to your website. So expecting to use one-to-one personalization strategies on your e-commerce brand is unrealistic. It’s a waste of time, money, and, often, your reputation. These challenges explain why the utilization of personalization software remains extremely low. Marketers want to personalize experiences, but they don’t know who most of their visitors are. This, along with the “Optimizely problem” (lack of content creation capability, something we’ll discuss in this book), is a big part of why the utilization rate is so low. It is also why 63 percent of marketers say they plan to invest in generative AI.1

How can something as seemingly important as personalization have such an abysmal adoption rate? There’s a significant gap between the promise of personalization and the reality of its implementation.

Imagine walking into your favorite brick-and-mortar retail store. A knowledgeable sales associate greets you by name, remembers what you purchased last time, and guides you toward new items that perfectly complement your style and preferences. This level of personalized attention goes beyond good customer service. It’s strategic merchandising at work, creating real business value with every interaction.

Now contrast this with the typical online shopping experience: generic product grids, standard recommendations based solely on popularity, the same home page experience for every visitor, regardless of their interests or needs. The personalized touch that defines great retail experiences is noticeably absent among most digital commerce. You feel faceless. It’s depersonalized.

This gap creates both customer experience and revenue problems. When visitors encounter generic experiences, they’re less likely to find products that match their needs, directly impacting your bottom line. Every nonpersonalized interaction represents a missed opportunity to guide customers toward purchases they’ll love.

The paradox is striking: While personalization technology has existed for years, Gartner reports that 63 percent of digital marketing leaders struggle to deliver personalized experiences to their customers.2 Despite significant investments in these tools, most e-commerce brands can’t create genuinely personalized shopping experiences at scale.

My journey into understanding why personalization systems fail largely stems from my experience building Nacelle. We’ve created a state-of-the-art company that empowers e-commerce brands with intuitive AI merchandising that transforms your store into a growth engine.

I always wanted to implement personalization at Nacelle, but there was a problem that reminded me of a challenge I’d seen before. There were some employees who were hired early on at Nacelle who had worked at Optimizely, a company well-known for its A/B testing software, founded by very smart guys out of Google. The issue they faced was that, while they had the best technology in the world for A/B testing, most companies they sold to were missing key components: people who actually knew how to design meaningful tests. Changing a button from blue to orange isn’t a good test!

Personalization had a parallel problem, and it was the same issue. Even with the best personalization technology in the world, if you didn’t have the people to make the content, it didn’t matter. This was why we didn’t push hard for personalization early on at Nacelle. I didn’t yet know how to solve that problem.

Fast-forward and ChatGPT came out. Internally, we realized that if we could figure out the right way to get the right context into these systems, we could leverage large language models that could potentially solve this personalization problem. We created the AI assistant Paige, and “she” is transforming the e-commerce world of personalization. Paige is Nacelle’s AI assistant that identifies customer segments, creates personalized content, and engages shoppers in conversation to act as a scalable sales associate for every visitor.

This breakthrough helped us understand why personalization has been so difficult, and why most companies are approaching it completely wrong. The core problem isn’t the technology. It’s that companies are trying to solve the wrong problem with the wrong tool.

SQUARE PEGS AND ROUND HOLES

Personalization, specifically one-to-one personalization, doesn’t work effectively for acquisition. Yet, companies keep trying to force it. It’s the square peg in a round hole effect. You’re trying to implement a solution (one-to-one personalization) in an environment (new customer acquisition) in which you don’t have the necessary data to do so. You might have great data on your current customers, but you know nothing about the new customers you want to acquire. Not only do you know nothing about them, but, because of privacy changes, you often can’t identify who they are, even if they return later. Trying to apply retention strategies, which rely on knowing the customer, to acquisition problems is a fundamental misunderstanding. Making matters worse, the data that companies used to rely on for any type of personalization has largely disappeared.

THE PRIVACY EARTHQUAKE

The landscape fundamentally changed because of what I call the “privacy earthquake.” This really started around 2017 when Apple began to be stricter about privacy policies. It essentially said it didn’t think it was right that marketers could track users’ web history. Whether its primary motive was privacy or pushing down competitors such as Google and Facebook is debated among technologists, but the result was clear. Apple sets the policy. You cannot simply ignore it. As Mark Zuckerberg has discussed, Apple has completely pushed companies around since 2019, posing a huge risk to their businesses. He has delivered scathing comments on Apple and how it conducts business.3 Part of his impetus for getting into devices such as glasses and the Meta experience is to own the device and platform and avoid being squeezed.

This privacy earthquake, particularly Apple’s changes, took a huge bite out of the marketing efficiency that companies had come to rely on. They could no longer rely on tracking users across the web, and, instead, this ushered in greater use of walled garden concepts. Consequently, they could not understand user intent the way they used to.

It’s not just about ad targeting. This also severely hurts their ability to identify shoppers. It hurts personalization. I will also tell you throughout that if you are too good at identifying customers when they haven’t given consent, there’s a creep factor. It hurts your brand more than it helps. (It’s why people think their phones are listening to them!) This is why relying on sketchy third-party tactics to figure out who people are is aggressive and damaging to your brand and is definitely not the way to build long-term relationships or retain lifetime customers. Trying to do one-to-one messaging based on such unreliable or nonconsented data is absurd and is getting worse.

WHAT THIS BOOK PROMISES

This book will discuss the strategy of directly asking customers what they want as a key component of personalization, particularly for visitors who are not yet known customers. (Sounds so simple, yet few do it!) You don’t have to be sly or clever about it.

“What are you looking for today?” is a simple question. Visitors who respond to this question and indicate they are looking for something (have intent) are interesting to merchants because they are likely buyers.

When a shopper states what they are looking for, the brand can show them relevant products and content, and, in exchange, the brand gains valuable information about that shopper for just seven days (down from 365 days!).

This strategy is particularly relevant for the messy middle stage of personalization, where a shopper hasn’t yet purchased but has potentially provided some information. This stage is where companies struggle with personalization, yet it could be the most lucrative.

This privacy shift represents a paradigm shift. You need a new framework for how you’re going to think about personalization.

The promise of this book is to provide you with a practical framework that actually works in this new, privacy-first world. We’ll explore how you can use segmentation strategies that don’t encroach on anyone’s privacy and are very respectful. We will explore how modern AI can solve the problems that have historically plagued personalization and segmentation, such as the difficulty of creating content for different segments (the Optimizely problem) and figuring out what the right segments are in the first place. By leveraging AI, we can revive the idea of segment marketing, making it work for the current environment, ensuring it’s not creepy to the customer, and still delivering great conversions. This is how you can navigate the personalization paradox and win in the AI commerce revolution.
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THE GREAT PERSONALIZATION LIE

THE TRADITIONAL personalization playbook is broken. For over two decades, the promise of personalization in e-commerce has captivated marketers and technologists alike. We envisioned a world where every customer felt seen and understood, receiving tailored experiences that mirrored the best of in-store service or the curated recommendations of giants who can identify their browsers. Yet, despite years of investment and effort, personalization software utilization remains rock bottom. This stark reality, which we might aptly call the personalization paradox, highlights a fundamental disconnect in how personalization has traditionally been approached, particularly concerning new customer acquisition.

The core of this paradox, and indeed, the “great personalization lie,” is the persistent attempt to apply strategies that are effective for retaining existing customers to the entirely different challenge of acquiring new, anonymous visitors. This fundamental misunderstanding has fueled years of unfulfilled promises and wasted millions. To understand how we got here, we need to look at how personalization evolved and where it went wrong.

HISTORICAL OVERVIEW: TWENTY YEARS OF UNFULFILLED PERSONALIZATION PROMISES

To understand where we went wrong, we must rewind the clock about twenty years, back to the early 2000s. At that time, e-commerce was still relatively nascent. Selling online was primarily the domain of large retailers that could pour significant money into online operations. The mentality for many was that it was akin to the ultimate infomercial. The idea was to drive traffic, make an instant sale, and move on. There was skepticism about whether people would buy high-value items online, and the focus was often on low-cost, one-off purchases. (Could anyone in the early 2000s have pictured people purchasing furniture, mattresses, or other high-end items online as so many do today?)

The idea of using data to tailor the experience (such as by looking at a shopper’s browser history) was around but often raised ethical questions. Marketers at the time didn’t always fully grasp the “creeper effect,” that being too aggressive with personalization could actually be detrimental and harm rather than help a brand’s reputation. Their intention, often genuine, was simply to make the shopping experience better by serving more relevant ads, viewing it as a victimless crime. The concept was, “We have thousands of products; we just want to show the right one,” or “Users should see relevant marketing.”

A significant shift began somewhere after 2010 with the rise of the direct-to-consumer (DTC) model. Brands realized they could be more than just retailers. They could sell their own products directly to consumers, cutting out the middleman. This movement was fueled by two major trends:

1. Operational shift: This comprised the rise of the digitally native, vertically integrated model, pioneered by companies such as Bonobos. These brands owned the entire vertical, from manufacturing contracts to selling their own products online. Platforms such as Shopify drastically lowered the cost and complexity of setting up an online store, enabling numerous niche verticals to emerge.

2. Advertising efficiency: The way online advertising worked changed dramatically. Platforms such as Facebook (Meta) allowed brands to target specific audiences online very efficiently and measurably. This significantly reduced the cost of acquisition compared to traditional methods such as buying a Super Bowl ad or a billboard.

This combination of low operational costs and highly efficient advertising powered the explosion of the DTC market. Facebook became very adept at targeting, creating a “black box” that was incredibly efficient for advertisers. The algorithms were effective, but whatever goes on in a black box, those on the outside aren’t privy to it.

However, to give an idea of how efficient it was at the time, consider this perspective from 2016: “Facebook has a particularly comprehensive set of dossiers on its more than 2 billion members. Every time a Facebook member likes a post, tags a photo, updates their favorite movies in their profile, posts a comment about a politician, or changes their relationship status, Facebook logs it. When they browse the Web, Facebook collects information about pages they visit that contain Facebook sharing buttons. When they use Instagram or WhatsApp on their phone, which are both owned by Facebook, they contribute more data to Facebook’s dossier.”4

Thus, for a while, marketing efficiency was so high that e-commerce companies grew at an incredibly fast pace.

Crucially, pioneers such as Zappos demonstrated that building trust and focusing on the customer experience could lead to a strong, loyal customer base and a significant customer lifetime value (CLTV), which is worth far more than a single one-off sale. Zappos’s core values, such as delivering WOW through service, are woven through its success.5 Its revolutionary approach included things such as absorbing return costs to build confidence in buying shoes online and recognizing the importance of site speed. It saw that a better experience (including faster page loads) led to more customers and greater lifetime value.

This era, characterized by efficient acquisition through platforms such as Facebook and a growing understanding of CLTV driven by good customer experience, set the stage for personalization to become a perceived necessity. If you were spending money to acquire a customer (customer acquisition cost, or CAC), you wanted to maximize the return on that investment by optimizing their on-site experience to improve conversion rates (CRs).

However, the industry’s focus gravitated heavily toward personalization for retention. This included tailoring experiences for customers who were already known, logged in, and had purchase history, much like Netflix or Amazon does. While crucial for retaining customers, this left the bigger challenge, and arguably the bigger opportunity, largely unaddressed: acquisition.

THE FUNDAMENTAL MISUNDERSTANDING: APPLYING RETENTION STRATEGIES TO ACQUISITION PROBLEMS

As I mentioned in the introduction, here lies the fundamental misunderstanding that has plagued personalization for years: applying one-to-one personalization strategies designed for known, repeat customers to anonymous, first-time visitors.

When marketers think about personalization, they often default to the models they experience as consumers, such as Netflix showing recommended movies based on viewing history or Amazon suggesting books for Kindle or cosmetics and clothing based on past purchases. These are examples of individual personalization, which sits at the bottom of the funnel, relevant for customers who are logged in, are identified, and have a history with the brand. In this retention stage, you have the data and the ability to truly personalize the experience for that specific person.

The critical difference in the acquisition stage is simple: You don’t know who the anonymous visitor is. Unlike platforms built on logged-in accounts with extensive interaction history that can be leveraged indefinitely, most visitors to an e-commerce site, even a DTC brand, do not sign in before browsing or shopping. There is no link to their past behavior that persists beyond a limited timeframe (Apple’s Safari browser limits this timeframe to just seven days, even with first-party data). Things like autofill that make filling out online forms simple (yet allow someone to remain a “guest”) have added to this issue. According to a recent Capterra study, 75 percent of online customers use burner emails for their online shopping.6

Attempting to apply one-to-one personalization techniques to these anonymous visitors means you simply do not have the necessary identifying information or historical data to tailor the experience specifically for that single, unknown individual.

Personalization vendors have contributed to this confusion by blurring the lines between acquisition and retention, claiming their platforms can deliver one-to-one personalization universally. But this promise is only truly applicable to the retention stage, where the customer is identified. Applying it to the acquisition stage is ineffective and, as we’ll see, burns money. In fact, a Deloitte study found that “Surveyed consumers recognized just 43% of their experiences as personalized, whereas brands said that they personalize a much higher percentage of customer experiences—61% on average. This reveals a gap between brand intent and consumer perception. In other words, many brands are still not delivering personalization in the ways that matter most to consumers.”7

TODAY’S NEW PRIVACY LANDSCAPE

The challenges of personalizing for acquisition were significantly exacerbated by events such as the Apple privacy earthquake mentioned in the introduction. Apple’s changes to its privacy policies dramatically impacted the ability of platforms, particularly Meta, to track user behavior across apps and websites. While arguably driven by genuine long-term concern for keeping users on their devices, these changes took a huge bite out of the marketing efficiency that had previously fueled DTC growth.

Historically, a significant part of the efficiency of online advertising platforms stemmed from their ability to understand user intent and behavior, sometimes leveraging data in ways that felt borderline creepy to consumers. Although it didn’t involve actively listening to conversations, it utilized sophisticated backend data and trend analysis to serve highly relevant ads. The Apple changes restricted the flow and usability of this third-party data.


BOX: THE WALLED GARDEN

A walled garden is an ecosystem or paywall. The service provider of the walled garden gets to control everything in it. So, Apple has iPhones, MacBooks, iPads, its own operating system, its own apps, and its own browser. Google and Google AdWords are another walled garden. Social media companies such as X are too. Behind the garden is a lack of transparency and no interoperability.



This privacy earthquake had a major ramification: It further reduced the ability to identify anonymous visitors and track their behavior over time. The traditional methods, already questionable for acquisition, became even harder. In response, merchants are scrambling to find ways to offset this loss in marketing efficiency by increasing their CRs on their own websites. This renewed focus on on-site optimization brings personalization back into the spotlight but highlights the desperate need for a new framework that acknowledges the anonymous visitor reality.

Using aggressive or sketchy third-party tactics to piece together identities is not only unethical but also unsustainable. These hacks might provide temporary growth spikes, but they pose inventory risks if they suddenly stop working, and they don’t build the long-term, sustainable customer relationships necessary for a healthy brand. Building relationships requires explicit consent and utilizing first-party data, but even first-party data has limitations for anonymous visitors because of time constraints.


THE TARGET “CREEP” FACTOR

Retail giant Target, using data analytics, analyzed women’s purchases and was able to predict some of those who were pregnant. When a teen girl’s angry father reproached the store for sending her sales booklets for cribs and baby clothes, it was discovered that this young woman’s privacy had been invaded. She was, in fact, a pregnant high schooler, and the entire idea of data analytics using a “pregnancy prediction score” was about as creepy as it sounds. Target knew she was pregnant before her family did.8



WHY THE TRADITIONAL PERSONALIZATION PLAYBOOK IS BROKEN

The traditional personalization playbook is broken because it is built on the assumption that you can identify and track every visitor, the way platforms with logged-in users can. When applied to the reality of anonymous e-commerce traffic, this leads to several critical failures:

• Attempting one-to-one on the unknown: The playbook promotes one-to-one strategies for acquisition, which is impossible and wastes budget on visitors you can’t identify beyond a short window. Data you have is on current customers, not the new ones you want to acquire.

• The Optimizely problem: As discussed, even with the best technology, the traditional playbook often fails because brands lack the resources or expertise to create the vast amount of content variations required for a truly one-to-one experience for every potential visitor. Changing a button color isn’t enough. Real personalization requires meaningful content tailored to specific needs or interests. (And this is where Paige, Nacelle’s AI, excels.)

• Blurring acquisition and retention: Traditional personalization fails to distinguish between the strategies needed for acquisition (anonymous visitors) and retention (known customers). This leads marketers to apply retention-focused thinking and tools to acquisition challenges, which don’t fit.

• Ignoring the low utilization: The old personalization playbook persists despite overwhelming evidence of its lack of adoption and success. This low utilization is partly due to the inherent problem of not knowing visitors and the content generation issue (how to create unique content personalized to each visitor).

• Technical impediments: Traditional personalization often relies on third-party apps that can significantly slow down site speed. Slow page loads kill CRs and drive customers away, undermining any personalization efforts. As these apps are piled on, the page load time increases significantly, sometimes taking eight or nine seconds on Wi-Fi and even forty seconds on a phone. This issue was a big differentiator for Nacelle.

However, to be clear, 71 percent of consumers expect companies to deliver personalized interactions. And 76 percent get frustrated when this doesn’t happen.9 There has to be a better way.

THE REAL METRICS THAT MATTER (VERSUS VANITY METRICS VENDORS PROMOTE)

When we are discussing e-commerce, especially DTC brands, there’s a lot of noise out there, a lot of numbers people track that, frankly, don’t tell you the real story. These are what I call vanity metrics. They might look good on a report, they might impress someone who doesn’t really understand the business, but they don’t actually correlate to profitability or sustainable growth.

The problem is that many companies get caught up chasing these numbers because they’re easy to track or they fit into a traditional playbook that isn’t designed for modern e-commerce acquisition. They make people feel good, but like cotton candy that melts in your mouth, there is no substance there, just a sugar high. These metrics might look at things such as clicks, impressions, or even certain engagement metrics without connecting them directly back to sales or customer value. It’s like optimizing for how fast someone scrolls down a page without caring if they actually buy anything.

The real deal, the metrics that actually matter, are much simpler and much more impactful. There are two big ones you should be laser-focused on: CR and average order value (AOV).

When those two tides of CR and AOV rise, all the ships in your harbor rise with them. If you improve your CR (the percentage of visitors who actually make a purchase), you get more out of the traffic you already have. If you increase your AOV (how much money customers spend on average each time they buy), you’re making more revenue per transaction.

These are fundamental indicators of how effectively your entire operation is running. Whether it’s your ad spend, your influencer marketing, your retention strategies, or your acquisition efforts, everything you do benefits and improves if you can move the needle on CR and AOV. They are the real metrics that matter, the ones you absolutely want to track because they represent the true health and profitability of your business. Focusing on anything else, especially for acquisition, is like trying to use a one-to-one personalization strategy when you don’t even know who the person is—it burns money on things that don’t work. We need to focus on the metrics that reflect actual business results, not just activity.

Focusing on vanity metrics distracts from the fact that the core problem, which is about effectively personalizing for the majority of anonymous traffic, isn’t being solved by the traditional playbook. The real measure of success isn’t how many personalized experiences were shown but how many new customers were acquired, how much they spent, and how efficiently this was achieved.

A NEW FRAMEWORK FOR PERSONALIZATION

The challenge has historically been that marketers are often inexperienced or lack the vision, tools, team members, etc. to create and manage effective segments, particularly for acquisition. For too long, tools have focused on retention-based segmentation (e.g., purchase history). This is where modern AI, such as Nacelle’s Paige, comes in. By analyzing visitor data and trends, AI can automatically identify and build logical segments and personas for acquisition strategies, solving the problem of how to make segments. Furthermore, AI can help generate or tailor content for these segments, addressing the content scalability issue that broke the traditional playbook. (See Figure 1.1.)

The reality of anonymous visitors, exacerbated by privacy changes, makes the traditional one-to-one approach for new customers impossible and wasteful. A new framework is urgently needed, one that leverages segmentation and modern AI to effectively personalize the experience for anonymous visitors, driving real metrics such as CR, and finally delivering on the promise of personalization for growth. Companies not yet heavily invested in the old ways are uniquely positioned to leapfrog competitors by adopting this new framework from the start.

The new framework is about applying the right type of personalization at the right time in the customer journey.


E-COMMERCE PERSONALIZATION ITEMS BY THREE-STAGE FRAMEWORK
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Stage 1: Strategic Segmentation (Acquisition)

For anonymous visitors and first-time shoppers.

Customer Experience Personalization

• personalized landing pages based on traffic source or segment

• custom site layouts based on device type

• adaptive site search results based on contextual signals

• personalized exit-intent offers

• tailored breadcrumb navigation paths based on entry point

Product Discovery and Recommendations

• “customers also bought” recommendations based on segment behavior

• behavioral targeting for product display order

• category page sorting based on segment preferences

• seasonal/weather-based product suggestions

• similar style recommendations based on browsing behavior

Visual Merchandising Personalization

• segment-specific product photography styles

• custom hero images based on traffic source

• adaptive grid layouts based on device and segment

• different feature highlights based on traffic source

Content Personalization

• segment-specific product descriptions

• custom buying guides based on segment

• adaptive FAQ sections based on entry context

• tailored size/fit guidance based on segment

Pricing and Promotion Personalization

• custom discount offers based on acquisition segment

• custom urgency messaging based on traffic source

• personalized incentives to reach free shipping threshold

Customer Service Personalization

• proactive chat based on browsing behavior

• custom help center content based on segment needs

Stage 2: Progressive Identification (Consideration)

For engaged visitors who are showing interest but have not yet purchased or been identified.

Customer Experience Personalization

• welcome back messaging for returning anonymous visitors

• personalized navigation based on browsing history within session

• adaptive site search results based on current session activity

Product Discovery and Recommendations

• recently viewed items carousels

• “complete the look” product suggestions based on items viewed

• complementary product suggestions based on current session

• back-in-stock notifications with identification incentive

Visual Merchandising Personalization

• personalized product display formats based on browsing patterns

• custom color themes based on items viewed

Content Personalization

• personalized feature highlighting based on browsing interests

• tailored product videos based on engagement signals

• custom educational content based on browsing focus

Pricing and Promotion Personalization

• tailored bundle suggestions based on viewed items

• custom shipping thresholds based on cart value

• personalized coupon codes for identification incentive

• custom urgency messaging based on browsing behavior

Cart and Checkout Personalization

• tailored cross-sell recommendations in cart

• custom shipping method recommendations based on cart contents

• personalized order bumps during checkout

• tailored upsell opportunities at checkout

Email and Communication Personalization

• personalized abandoned cart emails (when email provided)

• reengagement campaigns for partially identified visitors

Customer Service Personalization

• proactive chat based on complex browsing patterns

• custom help resources based on current session focus

Stage 3: Individual Personalization (Retention)

For identified customers with purchase history.

Customer Experience Personalization

• welcome back messaging with personalized recommendations

• fully personalized home page layouts based on purchase history

• personalized navigation menus based on purchase history

• tailored breadcrumb navigation paths based on personal preferences

Product Discovery and Recommendations

• true “recommended for you” product showcases

• replenishment reminders for previously purchased consumables

• upsell recommendations to premium versions of purchased items

• cross-sell recommendations based on purchase history

Visual Merchandising Personalization

• personalized model/lifestyle imagery selection based on preferences

• custom feature highlights based on past purchase behavior

Content Personalization

• personalized product descriptions highlighting relevant features

• custom buying guides based on purchase history

• tailored size/fit guidance based on previous purchases

Pricing and Promotion Personalization

• VIP pricing for specific customer segments

• personalized loyalty rewards or points displays

• special offers based on CLTV

• birthday or anniversary special offers

Cart and Checkout Personalization

• saved payment methods and shipping addresses

• one-click reordering of previous purchases

• personalized checkout flow based on customer type

• custom warranty or protection plan offers based on purchase history

Email and Communication Personalization

• custom post-purchase follow-ups

• tailored product recommendation emails based on purchase history

• personalized shipping and delivery updates

• purchase milestone recognition

• personalized newsletter content based on interests and purchases

Customer Service Personalization

• VIP support routing for high-value customers

• personalized return instructions based on purchase history

• tailored troubleshooting guides for purchased products

• custom post-purchase support resources

• personalized feedback requests
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THE ANONYMOUS VISITOR REALITY

IN OUR LAST CHAPTER, we talked about the personalization paradox. In a nutshell, the paradox is about how personalization software utilization is at rock bottom and how the traditional approach, often mimicking logged-in subscription platforms with persistent user data, is a total misconception for most brands. We set the stage for a new framework, one that actually works. Now, let’s dive into the hard truth facing nearly every e-commerce business today: the anonymous visitor reality.

This is the fundamental challenge of modern e-commerce that most marketers simply aren’t addressing effectively: The vast majority of your website visitors are, in fact, completely unknown to you.

The reality is that someone lands on your site, browses a few products, maybe even adds something to their cart, and then they ghost you. You have no idea who they are. No name, no email, no purchase history. They are, for all intents and purposes, anonymous. This wasn’t always such a massive hurdle, but thanks to what we refer to in this book as Apple’s privacy earthquake, it’s now a business-critical issue that threatens the very foundation of traditional e-commerce growth strategies.

APPLE’S PRIVACY EARTHQUAKE AND ITS AFTERMATH

When Apple’s privacy earthquake hit, the industry response was immediate and chaotic. It wasn’t an “I told you so” moment for us, nor was it a “We have to adapt” scramble in the way you might imagine. Rather, it felt like the entire industry was in shock and panicked to try to figure out what we were going to do next. The truth is, we couldn’t have predicted the severity of it, but the writing was on the wall, and those of us studying the signals were not surprised. At some point, the reckoning was coming. The privacy landscape was shifting, and Apple, once again, acted as the disruptive force.

Historically, marketers and the digital advertising industry could track users across the web for hundreds of days, up to 365—even indefinitely in some cases. This meant you could gather a lot of behavioral data on an anonymous visitor over time, stitching together a profile from various web and app interactions and third-party cookies. Then Apple, with a single policy change, removed the ability to peer at the third-party cookie entirely. And the first-party cookie’s retention moved from 365 days and more to a mere seven days.

Poof! The techniques that marketers and digital advertising platforms such as Meta had been using vanished, just like that. The earthquake leveled an industry.

This truly was a devastating blow to a business model that many tech giants had built their empires on. The ramp for the extremely efficient results on platforms such as Meta had spanned from 2017 to 2022. Apple’s policy changes at the end of 2022 and through 2023 are what delivered the knockout punch.

Mark Zuckerberg himself talks about how Apple’s privacy changes were one of the primary motives for him to invest heavily in devices such as Meta glasses and the metaverse. In a recent appearance on The Joe Rogan Experience, Zuckerberg further claimed that Meta’s profits could double if Apple stopped enforcing its random rules.10

This wasn’t about privacy as much as it was about control and competition. Apple’s changes eliminated many of Meta’s competitors in the ad-buying space that relied on those extended tracking windows. Ironically, this actually made Meta’s product more valuable over the long run, despite the short-term pain.

For e-commerce brands, this was catastrophic. It immediately made the already absurd idea that you could do one-to-one messaging with every visitor, even an anonymous one, a nonstarter. The privacy earthquake meant that ad effectiveness, which relied on long-term tracking of anonymous users, was dead on arrival. The old techniques simply wouldn’t work anymore.

At the same time that ad effectiveness was blown up, there was an immediate impact on personalization. Namely, most visitors were now anonymous, and in the best-case scenario, if they did not convert to purchasers or offer up their information, you had seven days to capture them.

This leads to an important point that might seem like a contradiction, but it’s actually the core of our new framework, which we will explore in part II: the balance between the creep factor and effectiveness. The creepy personalization exemplified by the Target case study already mentioned (where the retailer sent coupons for baby-related items to a teen without her signing up for them) is just plain wrong. That kind of personalization, driven by third-party data and assumptions, is invasive and damages trust.

However, criticizing creepy personalization doesn’t mean I’m arguing against personalization. Quite the opposite. I’m arguing for better, more ethical, and truly effective personalization that respects user privacy while still delivering value. The key is consent. If you do something without a user’s consent, they are not going to like it. This applies to everything, not just e-commerce.

It’s very simple.

THE PITFALLS OF THIRD-PARTY TACTICS

Before Apple’s earthquake, the personalization industry was rife with what I call “third-party tactics.” These were strategies that involved collecting data on users without their explicit consent or stitching together disparate pieces of information from various sources. They often involved buying third-party data or using various hacks to identify anonymous visitors.

A common tactic was to buy third-party data lists, essentially collecting user information from other sources and then using it to target new customers. This practice is unethical. If a user never submitted their email address to your brand, you should not be emailing them, period. “Fingerprint” techniques, which blur ethical lines, were touted as a new way to circumvent privacy policies. The people on these lists never consented to that. This practice creates a massive distrust between the consumer and brands. It’s outrageous. My rule of thumb is simple: Don’t ever do it. Don’t have your name associated with a brand that does that. It will put a stink on your career, and you’ll never be able to get it off (like the Seinfeld episode in which the stench in the car could never be erased). It’s simply not worth it.

These hacks might seem to work for a short period of maybe three or four months. You might see some temporary growth, a quick bump in CRs. But here’s the critical risk: You cannot achieve sustainable, profitable growth for your brand when you use dirty hacks. Why? Because you’ll constantly have to invest in the next hack, endlessly chasing the latest workaround. Not only that, but I would add that this is the best-case scenario. The worst-case scenario is you outrage your own target audience, doing irreparable harm to your most important asset: your brand.

In addition, this reliance on unstable, nonconsensual methods creates enormous operational risks. For e-commerce businesses, one of the hardest things is predicting inventory needs. You’re always a little over or a little under, and this is a huge cost of doing business. Imagine if you based your inventory predictions on temporary growth from a hack, and then, one day, for no reason, that hack stops working. Now you’re left with a massive pile of dead inventory, unsold products, and a crumbling business model. Why would you take that risk? Why not simply find sustainable, ethical ways to grow your company instead of resorting to hacks?

The fundamental problem with these tactics is the movement of data without consent. Users might consent to give their data to one company for a specific purpose, but they absolutely do not consent for that company to then sell or move that data to the rest of the world. This breach of trust is what upsets everyone, and rightfully so.

THE COOKIE CRUMBLES

The cookie has crumbled. Since Apple’s privacy earthquake, there has been a paradigm change that renders traditional one-to-one personalization strategies ineffective for new customer acquisition.

Historically, marketers and digital ad platforms leveraged third-party pixels (cookies) to track user behavior across the entire web. This meant that if a user visited a travel site or used a travel app such as Kayak to book a trip to Mexico, platforms such as Facebook could see that activity and then serve highly relevant ads, such as for swim shorts, sunglasses, and diving companies in Mexico. This cross-site data sharing drove extreme efficiency in online advertising. Then Apple changed everything. Concerned about user privacy (and, arguably, competition with growing tech giants such as Meta), it created new, stringent privacy policies.

The core of the cookie issue is Apple’s drastic reduction of cookie retention limits. Even first-party cookies can only be retained for a mere seven days on Apple’s Safari browser. For third-party cookies, which enabled tracking across different websites, Apple essentially shut down their functionality.

This has created a messy middle for marketers. If a shopper visits a site and shows interest in certain products but doesn’t convert within a week, all that valuable behavioral data simply disappears. This makes it incredibly difficult to understand and reengage anonymous visitors over typical shopping cycles, especially for higher-value items that require more research time. The notion that e-commerce brands can replicate one-to-one personalization experiences for all website visitors is a total misconception. Those giants operate on a logged-in, known customer model, which most e-commerce brands simply don’t have for their anonymous traffic.

Obviously, these third-party methods I’ve described so far are unsustainable. They are constantly being countered by privacy updates and severely damage brand trust.

Instead, now that the cookie has crumbled, the future of personalization, especially for acquisition, lies in a privacy-first approach rooted in consent and intelligent segmentation. We must acknowledge that users generally don’t like being tracked without their explicit permission. The cookie issue forces marketers to adopt new frameworks that prioritize transparency and build long-term, sustainable relationships with customers.

CHAMPIONING FIRST-PARTY DATA COLLECTION WITH EXPLICIT CONSENT

So, if third-party tactics are out, what’s the alternative? The answer lies in first-party data collected with explicit consent. This means data that you collect directly from your users, with their clear understanding and permission. The approach is simple: Ask them.

However, even with first-party data, we face a limitation: Apple’s seven-day retention limit for anonymous visitors. Unless a visitor makes a purchase and becomes a customer, you can only keep their information for seven days. After that, the data disappears, effectively making them anonymous again if they return later. This means the traditional goal of building a rich profile from limited initial data on anonymous visitors is extremely challenging in this new privacy-first world. You can’t just rely on passively tracking them or following their cookies anymore.

This is where Nacelle’s approach differs. Instead of chasing impossible one-to-one personalization for anonymous visitors, we focus on a twofold solution. Our AI, Paige, implements both of these to navigate this anonymous visitor reality.

1. STRATEGIC SEGMENTATION (THE RENAISSANCE OF INTELLIGENT SEGMENTATION)

First, we believe in the idea of segmentation. Segmentation has been unfairly dismissed in favor of one-to-one personalization, which everyone thinks is sexier and better because it “knows who I am.” But here’s the fundamental issue that cannot be avoided: With anonymous visitors, you can’t do one-to-one personalization. It’s applying the wrong tool to the wrong problem: You’re trying to force a solution in an environment in which you don’t have the data to do it. You’re just burning money on things that don’t work.

So, what do we do instead? We make segmentation sexy again, like the proverbial belle of the ball, and AI is what brings that sexiness back. This isn’t your old-school segmentation based on rigid, manual “if-this-then-that” rules that engineers have to code and maintain. No one should be doing that in 2026.

Modern, AI-powered segmentation allows for intelligent segmentation. It’s a reinvigoration of segmentation that provides a deep understanding of who these people are, what they do, and what they like. Our AI, Paige, creates dynamic personas, not just based on what current customers do but also on data that’s known about your product catalog, your brand voice, and, crucially, patterns that emerge from your advertising campaigns. She makes different segments for each brand based on the data she has, not from a fixed basket of options. For example, she might identify “heritage connoisseurs” or “yoga enthusiasts” based on their online behavior and interests.

For example, if you’re running an ad campaign to reach Taylor Swift fans, you can tag the incoming traffic as “Taylor Swift fans.” Then, your website, powered by Paige, automatically shows content and products that are relevant to that specific “Taylor Swift group.” This is about understanding the context of their arrival. You might show them friendship bracelets and glitter makeup versus more conservative items from your brand. If someone comes from an influencer campaign about jeans, you don’t show them your generic home page. No; you show them jeans immediately, perhaps even featuring a picture of the influencer themselves. What is important is that this came from an influencer who has a given personality. And, there is something about this influencer’s personality and vibe that speaks to the identity of the shopper (if it didn’t, they would not follow the influencer). While the jeans are important, modern AI should also display other relevant items that pair with the jeans that other shoppers who also follow this influencer like. This is, in effect, sexy segmentation.

This reframes segmentation as a sophisticated form of personalization because it’s still about tailoring the experience, but for a group rather than an individual. It’s about building actionable segments that drive acquisition by aligning with how you acquire traffic (e.g., through Meta ads). Meta knows the identity of its users, but you, the e-commerce brand, do not. So, we use AI to create a “persona document” that helps advertisers describe to Facebook who they’re going after for a particular campaign. When executing this strategy, marketers are essentially paying Meta to borrow users’ identities in an aggregated, privacy-compliant way to target a group of people that match the AI-generated persona. This is how you make your anonymous traffic and the ads you buy on digital advertising platforms such as Meta profitable.

2. THE “ASK THEM” PHILOSOPHY

The second and most straightforward strategy for personalizing for anonymous visitors is simply to ask them what they’re here for today. Like our brick-and-mortar sales associate example. However, “asking them” isn’t scalable because you’d need a sales associate for every visitor. (Think Black Friday in e-commerce and the countless concurrent visitors to online stores.) But with AI, it becomes possible.

Modern AI acts as that “mini sales associate” for every person who visits your site. For example, Paige knows your brand voice and your product catalog. When a customer first lands on your site, Paige can engage them in a conversation. She doesn’t just push products. Instead, she asks questions, similar to how a human sales associate would. “What are you looking for?” “Are you here to shop, or are you here to do some research?”

This can, importantly, be a value exchange. For example, a beauty brand we worked with achieved astronomical growth by offering a skin type quiz. The anonymous visitor takes the quiz, gets valuable information about their skin type, and, in return, the brand gets data (e.g., “oily skin”) that allows them to make relevant product and content recommendations. The customer feels like they’re receiving a service, not just being tracked. They consent to the information exchange because they are getting something of value.

For higher-ticket items, such as a $5,000 high-end table brand we worked with, the intent is often research, not immediate purchase. In this scenario, a good personalization system should recognize the intent, and wouldn’t push a purchase immediately. Instead, she would provide educational content: how it’s shipped, reviews, assembly information, links to articles. This is different from pushing products, and it aligns with the customer’s intent to accomplish research. The “ask them” philosophy allows Paige to adapt the site experience based on what the visitor is trying to accomplish. This is crucial for building trust, as visitors are far more willing to share information when they are transparently asked and receive value in return, compared with when they are asked for their data and give nothing in return. Furthermore, it increases the velocity at which casual shoppers convert to loyal customers.

This approach is about the progression of identity. It’s an “identity funnel,” where you apply the right rules to the right stages of identification. You don’t need to keep anyone’s profile until after they order.

MY ETHICAL DATA COLLECTION RULES

In this new privacy era, brands must adhere to strict ethical guidelines to build genuine trust with their customers. Here are my three rules for ethical data collection, which every company, and every marketing leader, needs to live by:

1. Consent is king: You cannot sell, share, or otherwise move customer data from one place to another without the explicit consent of the user, period. This is the number one rule that matters most. If a user gave you data for one purpose, using it for another, or giving it to a third party, breaks that fundamental trust. It’s unethical and unsustainable.

2. Vigilance against threats: Be incredibly informed and aware of phishing schemes and other cyber threats. Use robust security measures such as two-factor authentication (2FA) for your e-commerce platforms. Protecting customer information is paramount, and a breach will damage your brand irrevocably. Don’t let your name be associated with a brand that fails in this regard.

3. GDPR-compliant data management: Ensure your data architecture, particularly your “data lake,” is compliant with GDPR and other global privacy regulations such as SOC 2 (a security framework developed by the American Institute of Certified Public Accountants). Many organizations, even in our space, aren’t aware of the “data lake problem,” which is where data is collected but not necessarily indexed or easily scrubbed upon request. If a customer asks for a report of their data or requests that their information be removed, your system must be able to do this efficiently and completely.

Once you lose the trust of your e-commerce customers, you most likely can never re-earn it. Keeping in mind these three nonnegotiable data collection rules is imperative.

THE NEW REALITY

Personalization, the way it has been done to date, is dying. By the time this book is out, it might even be dead. (Rest in power.) But that doesn’t mean personalization itself is dead. It means we need a new framework, a new paradigm shift in how we think about it. And it starts with recognizing and mastering the anonymous visitor reality. I want to conclude with a case study that illustrates the chapter perfectly.




THE PRIVACY EARTHQUAKE: 
A REAL-LIFE CHALLENGE

THE BRAND: ZENITH APPAREL

Launched in 2016 as a DTC fashion brand, Zenith Apparel (name changed for client’s anonymity) was founded by two entrepreneurs who identified a gap in the premium athletic wear market. By 2021, the company had built a solid business generating $18.2 million in gross merchandise value with healthy unit economics and strong growth momentum.

The brand’s foundation rested on proven e-commerce fundamentals: a $140 AOV, 2.8 percent CR, and monthly traffic of 280,000 visitors (excluding Black Friday promotions).CAC averaged roughly one-third of first-purchase value, creating a sustainable growth engine powered by Meta advertising. Until…

THE PRIVACY EARTHQUAKE

Everything changed in 2022.Meta advertising costs skyrocketed. What had been a reliable, profitable channel suddenly became prohibitively expensive. Analytics became frustratingly unreliable, making it difficult to track performance and optimize campaigns.

By early 2023, the damage was clear. Revenue had dropped 13 percent year over year, CRs had fallen, and CAC had become unsustainable. The company’s growth engine had stalled.

THE DEFENSIVE PHASE

Zenith’s initial response was defensive. The team doubled down on retention marketing, leveraging email and short message service (SMS) campaigns to squeeze more revenue from existing customers. This strategy kept revenue relatively flat but failed to solve the core problem: Acquiring new customers had become prohibitively expensive.

The company was surviving but not thriving. Without a reliable source of new customers, long-term growth looked impossible.

THE ANONYMOUS VISITOR REVELATION

In the second half of 2023, Zenith’s team made a critical observation: While its website traffic remained substantial, the cost to acquire visitors who actually converted had become astronomical and unsustainable. The anonymous visitors arriving from Meta ads were far less likely to purchase than before.

This realization sparked a strategic pivot. The underlying issue was inefficient targeting, and Meta’s algorithm was no longer finding the right customers as effectively as it once had.

THE SEGMENTED PERSONA STRATEGY

Zenith developed detailed customer personas based on acquisition patterns and behavioral data. It studied how different customer segments interacted with Meta’s advertising ecosystem, identifying the specific interests, behaviors, and demographics that drove the highest-value customers.

“We realized we had been putting Meta on autopilot,” explained one of the founders. “Instead of just letting the algorithm figure it out, we started to work with the algorithm by giving it much better hints about exactly who we wanted to reach.”

The breakthrough came when the team paired these personas with smart URLs. Smart URLs are website links that contain embedded parameters identifying the traffic source, campaign, or customer segment. And in this instance they were used to target a specific segment and directed traffic to URLs containing identifiers that immediately signaled visitor preferences to their personalization systems. A customer clicking an ad targeting “minimalist workout enthusiasts” would land on a URL that instantly triggered relevant product recommendations and messaging.

THE RESULTS

This approach transformed Zenith’s advertising efficiency. By guiding Meta’s algorithm with detailed segment targeting and using smart URLs to deliver immediate personalization, the company dramatically improved its return on advertising spend (ROAS).

While ROAS didn’t return to 2021 levels, it improved significantly enough to create a scalable, profitable growth model. By mid-2024, Zenith had rebuilt its customer acquisition engine with a system that worked within the new advertising landscape.

The key insight: Instead of relying on Meta’s autopilot, successful DTC brands learned to guide the algorithm while maximizing the value of every visitor through immediate, segment-based personalization.
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WHY VENDORS BLUR THE LINES

E-COMMERCE PERSONALIZATION has gone completely off the rails. At its core, the industry has built and endlessly marketed an illusion: the fantasy that personalization is a magical, plug-and-play solution capable of transforming any online brand into the next Amazon. For too long, e-commerce teams have been sold a dream wrapped in buzzwords and padded with overengineered dashboards (and shiny, magical demos). What we’re actually dealing with is a messy reality, one filled with overpromises, half-functioning implementations, and bloated tools that sound great in pitch decks but fail spectacularly in practice.

Personalization vendors claim to offer transformation but rarely deliver on their promises. The economic incentives that drive them to oversell capabilities were never designed for the average brand, particularly when it comes to acquisition and anonymous users. The truth is, vendors thrive when clients are dazzled by feature sets they’ll never fully use, and few are motivated to explain that those shiny features only work when you already know exactly who your customer is. In today’s privacy-first world, where identity is fragmented and third-party data is increasingly toxic, that’s a near-impossible expectation.

The traditional playbook is broken, yet it continues to dominate e-commerce strategy. Many brands are clinging to outdated methods, still applying retention-based personalization logic to acquisition funnels, still hoping that one-to-one magic will somehow work on visitors they’ve never met. Spoiler alert: It won’t. Privacy regulations, platform changes, and shifting consumer expectations have completely rewritten the rules. If you’re still playing by the old ones, you’re behind your competitors (and probably bleeding money too). It’s time to stop following the fantasy and build strategies that actually work for anonymous visitors.

THE GREAT PERSONALIZATION DECEPTION: ONE-TO-ONE VERSUS REALITY

When most people think about personalization in online shopping, their minds immediately jump to Amazon or Netflix, where recommendations are uncannily accurate. Netflix knows your family’s viewing habits. Amazon knows your purchase history. This individual-level personalization works because you’re always logged in as a known customer. Netflix can even save the profiles of everyone in your family and make customized recommendations based on their viewing habits. Amazon can differentiate between your daughter ordering a yoga mat and fitness gear versus your son, who loves Star Wars collectibles. This is the pinnacle of personalization.

The dirty secret is that personalization vendors blur the lines between retention and acquisition, essentially claiming, “Hey, we can do this one-to-one personalization for you,” even for anonymous visitors. This simply cannot be done effectively for acquisition. They will say things like, “We can make your website like the Amazon or the Netflix experience.” (Um, no, you can’t.) The reality is those platforms operate with logged-in users who have extensive behavioral histories. Your e-commerce brand does not have the same level of customer identification for new, anonymous visitors. Trying to apply one-to-one personalization strategies to your e-commerce brand for acquisition is a complete misconception.

Why is this a dirty secret? Because vendors are incentivized to sell you the most comprehensive, feature-rich software possible, regardless of whether you can actually use it or if it’s even appropriate for your audience. They design their demos to mislead, showcasing capabilities that are only truly effective for known, existing customers, but implying they apply to all visitors, including the anonymous ones you’re trying to acquire. The result is “feature bloat,” where vendors pack in capabilities that most brands simply won’t use (but they demo and sell well!).

From a user experience standpoint, feature bloat is the enemy of elegance. Instead of intuitive workflows, users face convoluted menus, hidden settings, and tools they never use (or even understand).

THE UTILIZATION CRISIS: THE OPTIMIZELY PROBLEM

This leads directly to what I call the “utilization crisis,” with a utilization rate of personalization software in the low single digits. Optimizely was and still is known as one of the best A/B testing software companies, built by incredibly smart ex-Google individuals. Every marketer says they want to do A/B testing. So, why isn’t a top-tier product such as Optimizely seeing higher utilization? The issue is not the technology itself but the lack of resources at the companies buying it. Most companies were missing a few critical things: They didn’t have people who knew how to write good tests, beyond just changing a button from blue to orange (my go-to analogy), which is a very bad test. It’s not enough just to have the product. You need human input to actually execute a plan that works well. This means businesses end up purchasing expensive subscriptions that are never fully utilized.

A/B testing has long been held up as a shining star of data-driven decision-making in digital marketing and product development. It’s simple in theory: Marketers show two versions of a web page, ad, or email (A and B) to different segments of users, then they declare a “winner” (A or B) based on performance metrics such as click-through rates, conversions, or time on-site. The promise sounds great. Who wouldn’t want objective data, definitive answers, and a road map to higher return on investment (ROI)? But beneath the shiny statistical veneer of A/B testing lies a mess of oversimplified assumptions, flawed execution, and overblown expectations (not so shiny; in fact, a bit dull).

But, in terms of our discussion, the real issue with A/B testing is that the brand needs several extra humans on staff: data scientists, dedicated marketers who understand how to test well, plus a couple of engineers to both make the tests and then implement the changes after a given version wins.

This is remarkably similar to the problems of personalization, where the brand needs data scientists, dedicated marketers who understand how to personalize e-commerce stores well, plus a couple of engineers to implement and maintain all of the customer rules needed to make traditional personalization on an e-commerce store work well.

THE REAL CAPABILITIES GAP: FIRST-PARTY DATA AND THE CREEP FACTOR

The true capabilities gap that no one talks about is the fundamental difference between known and unknown visitors and how privacy changes have exacerbated this. My argument is to not use third-party tactics. They are overly aggressive and will do more harm to your brand than good. If you want to build a long-term, sustainable relationship with your customers and foster lifetime customers, these “hacky” services are not the way to do it.

We need to understand first-party data versus third-party data. First-party data is data you collect directly from your customers on your own website, with their consent. Third-party data is information obtained from other sources, often without explicit consent. Using third-party data often involves buying information about users who never consented to their data being shared with you, which is unethical and creates distrust. These hacks might show temporary growth for a few months, but they are not sustainable and pose significant risks, such as leading to overbuying inventory if the hack suddenly stops working, as we discussed in the previous chapter.

The creep factor is a critical consideration. If you are too good at identifying customers when they haven’t given you explicit consent, it hurts your brand more than it helps. This kind of overaggressive personalization, which often relies on third-party data, breaks trust and damages the brand’s reputation.

The seven-day retention limit we’ve been discussing makes the absurd idea of one-to-one messaging for anonymous visitors even more ridiculous. After seven days, that customer is anonymous again, and all the information you’ve gathered on their preferences disappears. This means that the traditional personalization techniques, which were already questionable, become even harder to implement effectively. My bold statement to you is this: If you are already using personalization today, you need a full redo from the top down. But if you’re not using it yet, you might be able to leapfrog competitors by starting with the good stuff right away!

DECODING VENDOR MESSAGING

The consequences of this blurring of lines and the shift in the privacy landscape are severe. Many e-commerce brands, especially DTC ones, have been deeply affected. We need to clearly articulate what went wrong and why the traditional personalization playbook is broken.

Let’s illustrate this with a major American footwear manufacturer, as an example. About seven years ago, this household-name brand, worn by many athletic superstars, decided to move away from wholesale and go DTC. For a few years, it was brilliant. It invested heavily in retention strategies, assuming its brand power would handle customer acquisition, essentially thinking, “People know who we are. We don’t have to worry about that.” The brand was that well-known. However, as Apple finished its App Tracking Transparency (ATT) in late 2022 and 2023, CAC went through the roof. This was due to a significant downturn in ROAS associated with digital ads on platforms such as Meta.

The footwear brand got crushed because it had focused all its investment on retention when ROAS plummeted. The rug was pulled out from under it, and the cost of acquiring new customers went up threefold, making its DTC business unprofitable. As a result, this global giant capitulated and went back to reestablishing relationships with retailers, even selling on Amazon again, which was previously unheard of.

This isn’t unique to this footwear corporation. Brands such as Warby Parker and Allbirds, two brands I personally adore, and which ramped up buying ads on Meta, faced similar issues. Meta’s effective targeting, which relied on these now-restricted data practices, fueled their growth. Once that loophole was pulled away, their acquisition costs soared, rendering them unprofitable.

The underlying problem is that marketers are used to thinking about personalization in terms of retention. But they’re not used to thinking about segmentation for acquisition. This is why the literature often confuses the two, focusing on “who’s bought from you in the last thirty days” or “who’s bought the most expensive items” (these are all retention metrics, not acquisition ones).

A PRIMER ON VETTING VENDOR CLAIMS

When evaluating vendor claims, companies should approach them with a healthy dose of skepticism because of economic incentives that can lead vendors to blur lines and mislead customers. Vendors often pack in numerous features and capabilities that most brands will never use, and they frequently fail to mention the substantial resource requirements needed to fully utilize their solutions. This creates a real capabilities gap between software potential and a typical e-commerce brand’s resources.

Here’s how your company can evaluate vendor claims:

1. Understand the real capabilities gap: The core problem with personalization software is not a lack of technological capability but rather the vast disparity between what the software can do and the human resources (people, engineers, content creators) an e-commerce brand has to implement and manage it. This is likened to the Optimizely problem, where excellent A/B testing software did not meet its full potential because companies lacked the personnel to write good tests, implement the system, and apply the results. Personalization software has the lowest utilization rate among all verticals, primarily because of this resource constraint. Gartner, as cited earlier, notes that 63 percent of marketers struggle with personalization.11 Marketers often spend money on subscriptions that are never fully utilized. Being aware of this gap is essential when evaluating vendors’ claims and shiny demos.

2. Beware of misleading demos and messaging: Speaking of which, vendors often design demos to showcase capabilities for known visitors (customers who have made a purchase or logged in), who differ greatly from unknown or anonymous visitors. They may claim their software can create a website experience where they can identify your traffic (as soon as you hear that, run!), which is often a misconception, especially for new customer acquisition. True one-to-one personalization is generally only effective for retention strategies, not for acquiring new customers, as brands typically don’t have enough data on anonymous shoppers.

3. Prioritize transparency and consent: Companies should advocate for first-party data collection with explicit consent, where the customer willingly provides information. This contrasts sharply with third-party tactics such as digital fingerprinting or buying data, which are ethically questionable, do more damage to a brand, and are often unsustainable as policies evolve. It’s crucial not to sell customer information to anyone, as this can severely damage a brand’s reputation and trajectory. Never shortcut on ethics.

4. Ask targeted questions about implementation and resources: Inquire about the resource requirements to run the software effectively. AI-powered solutions, such as Paige, aim to solve the resource bottleneck by automating content creation and segment identification, allowing for scale without expanding head count.

5. Focus on ethical data practices: When working with vendors, ask about their adherence to data privacy regulations. Very simple! Ensure that if a customer requests their data be removed, the vendor can do so comprehensively from all systems, including data lakes, and not just databases.

6. Verify AI capabilities for brand voice and hallucinations: For AI-powered solutions that interact with customers, ensure the AI can be trained to understand and consistently represent your brand voice. Paige, for example, engages in a two-way conversation with your marketing team to perfect the brand voice. Companies must also be aware that AI hallucinations can occur. While they should be contained and minimized, some brands may need to accept a very small percentage of such occurrences. It is critical that AI does not create or recommend products that don’t exist. You may have heard that the noted newspaper Chicago Sun-Times published (!) an entire list of summer recommended reading that had been hallucinated by AI.12

7. Prioritize metrics that matter: Focus on real metrics such as CR and AOV, which indicate genuine business growth, rather than vanity metrics that vendors might promote. For retention, CLTV is the key metric, combining repurchase frequency and AOV.

We must dismantle the old, broken model of personalization and present a new, ethical, and effective path forward. We must empower e-commerce brands to thrive in a privacy-first world by truly understanding their customers, leveraging AI for intelligent segmentation and relevant content, and building genuine trust rather than relying on outdated, creepy tactics. This shift is not just about adapting the old ways. Leaders in the space must pioneer a more sustainable and profitable future for online commerce. Now it’s time to move on to the actual framework that works in today’s privacy-first environment.




VENDORS BLURRING THE LINES

A REAL-LIFE EXAMPLE

Sterling Home (name changed to protect client confidentiality) built its reputation as a premium home goods company over eight years, growing into a well-resourced operation generating well over $50 million in gross merchandising volume. By 2022, the company had established strong fundamentals: a loyal customer base, healthy margins, and consistent growth across its bedding, bath, and home decor categories.

With substantial resources and an ambitious leadership team, Sterling Home represented the ideal candidate for sophisticated personalization technology. The company had dedicated technical staff, experienced merchandising teams, and the budget to invest in enterprise-level solutions that promised to transform its customer experience.

THE VENDOR PROMISE

In early 2022, Sterling Home partnered with a prominent vendor in the personalization space, attracted by demonstrations showing dynamic product recommendations, behavioral targeting, and sophisticated customer journey optimization. The vendor’s sales team painted a compelling picture: personalized experiences that would dramatically increase CRs and AOVs.

The initial proposal seemed reasonable. The subscription cost, while significant, represented a manageable percentage of revenue for a company of Sterling Home’s size. Implementation would take approximately ten months, with launch planned strategically before the crucial Black Friday shopping season. Sounds simple?

THE IMPLEMENTATION REALITY

What followed was a masterclass in how vendor promises diverge from implementation realities. The ten-month timeline proved wildly optimistic as the complexity of the system became apparent. Every personalization scenario required custom-written rules that had to be manually created, tested, and maintained.

“It was like trying to teach a computer how to think by writing down every possible thought it might need to have,” explained Sterling Home’s head of e-commerce. “We started with simple rules like ‘if customer bought sheets, show matching pillowcases,’ but quickly realized we needed hundreds of these rules to cover even basic scenarios.”

The rule complexity mushroomed exponentially. Different product categories required different logic. Seasonal variations needed separate rule sets. Customer segments demanded unique approaches. What began as a manageable rule system quickly became an unruly maze that nobody fully understood.

THE RESOURCE TRAP

The personalization system required Sterling Home to completely restructure its content creation process. Previously, all product content, promotional banners, and merchandising decisions were managed within its familiar e-commerce platform. The new system demanded that everything be recreated within the vendor’s proprietary content management system.

This shift created an immediate bottleneck. Sterling Home’s existing team had mastered its brand voice and understood its customer preferences, but no team members had experience with the new platform’s content creation tools. The company was forced to hire a specialist familiar with the vendor’s system, adding unexpected head count and training costs.

The new hire became a critical single point of failure. Every content update, seasonal promotion, or product launch required their involvement. The team that had previously moved quickly to respond to market opportunities found that it was waiting for technical implementation of even simple changes.

THE TIMELINE DISASTER

As Black Friday 2022 approached (you know where this is going), it became clear that the system wouldn’t be ready. The complexity of custom rule management had created endless testing cycles. Page load speeds had deteriorated under the weight of the personalization logic. Critical functionality remained unreliable.

Faced with the prospect of risking its most important sales period on an unstable system, Sterling Home made the difficult decision to delay launch until after the holidays. The ten-month project stretched to fifteen months, missing the crucial revenue opportunity it had planned to capture.

The delay compounded the financial impact. Not only had Sterling Home invested the full subscription cost and implementation fees, but it had also allocated internal resources, hired specialized staff, and restructured processes around a system that wasn’t delivering value.

THE DEVASTATING RESULTS

When the personalization system finally launched in early 2023, the results were shockingly underwhelming. After $2 million in total investment and fifteen months of implementation effort, Sterling Home’s sophisticated personalization system was effectively delivering one primary distinction: slightly different messaging for male versus female visitors.

The hundreds of custom rules had proven too complex to maintain effectively. Most remained inactive or broken. The content creation bottleneck meant that only the most basic personalization scenarios had sufficient content variations to function properly. The system that promised dynamic, sophisticated customer experiences was delivering only marginally different home page messaging.

THE OPPORTUNITY COST

The irony was profound. Sterling Home could have achieved significantly better results with a fraction of the investment. Modern AI-powered approaches can deliver sophisticated segmentation and personalization without custom rule management or specialized content creation processes.

According to McKinsey, companies that excel at personalization generate 40 percent more revenue from those activities than average players,13 yet Sterling Home’s investment had delivered virtually no measurable improvement. The $2 million spent on complex custom rules could have funded multiple years of AI-powered personalization that would have required minimal ongoing management while continuously improving performance.

More importantly, the fifteen-month implementation timeline represented enormous opportunity cost. Instead of spending over a year struggling with complex rule management, Sterling Home could have been delivering personalized experiences to customers within weeks using modern approaches.

THE HIDDEN VENDOR REALITY

Sterling Home’s experience illustrates the fundamental disconnect between vendor promises and implementation realities. The gap exists because vendors consistently underestimate the resource requirements for their systems. Demonstrations showcase impressive capabilities using preconfigured scenarios and known customer data but fail to communicate the ongoing demands of the rule creation, content management, and technical maintenance required to achieve those results in practice.

THE STRATEGIC LESSON

Sterling Home’s $2 million personalization investment serves as a cautionary tale about the gap between vendor promises and implementation realities. Well-resourced companies with dedicated teams can still fall victim to systems that demand unsustainable ongoing management while delivering minimal results.

The fundamental problem wasn’t Sterling Home’s execution or the vendor’s technology capabilities. The issue was a fundamental misalignment between how personalization systems are sold and how they actually function in practice. Traditional rule-based approaches require resources and ongoing management that most companies cannot sustain, regardless of their initial investment capacity.
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A NEW PERSONALIZATION PARADIGM FOR THE PRIVACY ERA

FOR TOO LONG, the promise of personalization in e-commerce has remained largely unfulfilled. Marketers and tech gurus alike envisioned a world in which every customer felt uniquely understood, receiving tailored experiences that mirrored the seamless recommendations of subscription platforms built on rich user profiles and behavioral histories. We have chased this ideal, investing heavily in technologies that promised to transform our online brands into one-to-one personalization machines designed to rev our e-commerce engines. However, personalization software utilization, as we know from our earlier chapters, remains at rock bottom.

The problem arises, as we’ve explored, when marketers attempt to apply these same one-to-one strategies to anonymous, first-time visitors who arrive at their e-commerce sites. You are trying to force a solution designed for an environment with rich, identifiable data onto an audience about whom you know virtually nothing. You cannot market one-to-one if you do not know who the “one” is. This fundamental misunderstanding has plagued the industry for years, leading to wasted investments and disappointing returns on advertising spend.

The breakthrough came when we realized the core problem wasn’t just the technology. It was that the companies were applying the wrong tool to the wrong problem. This led me to develop a framework that simplified the process into three distinct stages.

Making matters worse, the landscape of online privacy has undergone massive changes, including the Apple privacy earthquake. Keep in mind, if you push the boundaries of trying to identify customers without their explicit consent, you will hurt your brand more than you help it. Once you lose a customer’s trust, it is nearly impossible to earn it back.

Another significant reason why one-size-fits-all personalization has failed is the Optimizely problem. Even with the best technology, traditional personalization demands a massive amount of content variation to create truly unique experiences for every individual. Most brands simply lack the human resources or expertise to generate and manage this content at scale. Real personalization, the kind that moves the needle, requires meaningful content tailored to specific needs or interests. Without this, even a sophisticated personalization platform becomes an underutilized, expensive subscription.

In essence, the traditional playbook is broken because it has consistently failed to distinguish between the strategies needed for acquisition (anonymous visitors) and retention (known customers), promoting one-to-one personalization universally. A new approach, a new paradigm, is urgently needed to navigate this privacy-first world and deliver on the true promise of personalization.

INTRODUCTION TO THE THREE-STAGE FRAMEWORK

My team and I spent years grappling with these challenges, working from the trenches of e-commerce engineering to understand why personalization was so darn difficult. The breakthrough came when we realized the core problem was not just the technology itself but also companies applying the wrong tool to the wrong problem. This insight led us to architect a revolutionary framework, a new way of thinking about personalization that is both ethical and effective. This framework simplifies a complex reality into three distinct stages, each with its own strategies, technologies, and metrics.

This is the Three-Stage Personalization Framework:

1. Strategic segmentation (acquisition): This stage focuses on anonymous visitors and first-time shoppers.

2. Progressive identification (consideration): This addresses the messy middle, where visitors have shown some interest but have not yet made a purchase.

3. Individual personalization (retention): This is for your known customers who have already bought from you.

Each stage acknowledges the varying levels of customer identity and engagement, ensuring that the right type of personalization is applied at the right time in the customer journey. We’re not abandoning the concept of personalization. We’re applying the right type of personalization effectively. Just as marketers are intimately familiar with a traditional sales funnel with top, middle, and bottom stages, you should think of this as a personalization funnel where identity progressively builds through each stage.
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STRATEGIC SEGMENTATION (ACQUISITION)

Strategic segmentation forms the cornerstone of our new approach for winning in a privacy-first world. While personalization vendors traditionally focused on one-to-one personalization, neglecting acquisition strategies, my strong contrarian thesis is that one-to-one personalization does not work for acquisition because you simply do not know who these new shoppers are. Thus, our focus at Nacelle is squarely on acquisition, as this is where we see the biggest opportunity and the most significant pain point for e-commerce brands.

With the advent of modern AI, we are witnessing a renaissance of intelligent segmentation. AI allows us to make segmentation incredibly sophisticated and highly effective, even for anonymous visitors. The critical insight is that while you may not know every shopper’s identity, you can group them into intelligent segments based on their behavior, context, and intent.

Historically, marketers have struggled to create and manage effective segments for acquisition. Traditional segmentation tools often rely on historical order data, categorizing existing customers based on geography or spending habits, which is useful for retention but not for acquiring new shoppers. You cannot effectively market to new customers if your segmentation strategy is built on data you only have after they have purchased.

This is where modern AI transforms the game. For example, our AI, Paige, analyzes vast amounts of visitor data and behavioral patterns on your website to automatically identify and build logical, actionable segments and personas. She helps us solve the problem of how to make segments. These segments are not just arbitrary groupings. Paige defines personas with detailed information about their likely demographics, interests, and behaviors. For instance, she can identify that a segment might live in a certain area, have a specific income level, or like a specific type of content on a Meta social network.

This insight transforms advertising effectiveness. When you buy ads on platforms such as Meta, they know the identities of their users, but you, the e-commerce brand, do not. Paige’s AI-generated persona documents help your media-buying team or marketing team describe to Meta precisely who they are going after for a particular campaign. You are essentially paying Meta to leverage their data in an aggregated, privacy-compliant way to target a specific group of people that matches your AI-generated persona. This is how you gain more control over your ad spend and make your anonymous traffic profitable.

Once this segmented traffic arrives on your website, Paige ensures that your site reacts dynamically to these different segments. This means tailoring content, product recommendations, imagery, and even language to resonate with that specific persona. For example, if Paige identifies a segment as “heritage connoisseurs,” she can adjust the website’s product recommendations to show relevant products such as fine art or collectibles. This contrasts sharply with old-school personalization that relied on manually written rules or “if-then” statements to show the best product recommendations. These strategies were static and hard to maintain and could not adapt to changing data. AI makes these rules dynamic, and the performance constantly improves as the system gains more data.

The result is an increase in CRs and AOVs from new, anonymous visitors. This approach is not creepy because it relies on aggregated data and consented interactions, not individual tracking without permission.

PROGRESSIVE IDENTIFICATION (CONSIDERATION)

After the acquisition stage, we move into that messy middle. This is a critical transition point where visitors have not yet made a purchase but have willingly exchanged some information, perhaps by signing up for an email list or a discount code or taking a quiz. While you may not know their full identity or precise location, you now have some insight into their interests or intent.

This stage is often where companies struggle most with personalization, yet it can be the most lucrative. The key here is value exchange. You are not passively tracking visitors or using hacky methods to infer their identity. Instead, you are transparently offering something of value in exchange for a piece of information. This could be a discount for their email, educational content in exchange for quiz answers, or personalized recommendations after they share a few preferences. But our favorite approach at this stage is to simply ask visitors what they want.

Modern AI, such as Paige, excels in this messy middle by facilitating this value exchange at scale. Imagine a shopper researching a high-ticket item, such as an expensive couch. Their initial intent is not to buy but to research. A traditional website might just show product pages. But with AI, if the visitor indicates a research intent, Paige can engage them in a conversational experience, much like a knowledgeable sales associate in a physical store. She can provide in-depth information about the product, link to reviews, or answer specific questions about shipping, measurements, or materials, aligning with the customer’s research goals.

The beauty of this is its scalability. You cannot hire thousands of customer service representatives to engage with every anonymous visitor in real time. But with AI, you can provide that personalized, conversational experience to thousands of people simultaneously, at a fraction of the cost. This is a profound shift from the old rule-based chatbots that relied on rigid if-then statements. This was often presented as having underpinnings in machine learning, but that was all smoke and mirrors. Today’s modern AI understands context, brand voice, and intent, allowing it to have natural, helpful conversations that build trust and move the customer further down the identity funnel.

This creates a natural progression of customer identity. In stage 1, you know very little. In stage 2, you start to gather voluntary information. My ethical data collection rules are paramount here: Consent is king. You cannot sell, share, or move customer data without their explicit consent. Using data for a purpose other than what the user consented to is unethical and unsustainable. By providing clear value and obtaining consent, you build genuine trust and transform anonymous visitors into identifiable prospects.

INDIVIDUAL PERSONALIZATION (RETENTION)

This is the holy grail of personalization, the stage where one-to-one experiences truly make sense and deliver maximum impact. This stage is reserved for your known customers, those who have already purchased from you and are often logged in to their accounts. At this point, you have a wealth of valuable data: their order history, inferred sizes, buying behavior patterns, and potentially their engagement with your brand across various channels.

Most marketers already intuitively understand this stage, as it mirrors their own experiences on platforms that can identify their browsers. The personalization industry has historically been heavily focused on this aspect of the customer journey, often to the detriment of acquisition strategies. But in our new framework, your personalization system must effectively leverage this rich data to create truly one-to-one experiences for your existing customers.

For example, if a customer has purchased a pair of slacks from a high-end men’s store, an AI-powered personalization system can recommend an unstructured blazer that pairs perfectly with it, or other items that people in that customer’s specific segment who bought similar products also purchased. This is a significant upgrade from generic “customers who bought this also bought that” recommendations. By combining individual purchase history with segment insights, you can deliver highly relevant product recommendations that speak to a part of their identity.

Post-purchase opportunities are also incredibly valuable. Customers are often high on those hopping endorphins right after making a purchase, excited about their new item. This is a prime moment to engage them further. The biggest mistake brands make is not putting up product recommendations after a purchase. It is an easy addition to most e-commerce platforms and capitalizes on customer psychology to drive repeat business.

Furthermore, your email campaigns should also leverage segmentation to ensure consistency and continued relevance in their personalized communications. This helps build deeper relationships and encourages repeat purchases, ultimately maximizing CLTV.

HOW EACH STAGE ADDRESSES DIFFERENT BUSINESS GOALS

The three-stage framework is designed to align your personalization efforts directly with distinct business objectives throughout the customer journey.

• Strategic segmentation (acquisition): The primary business goal here is new customer acquisition. This stage focuses on converting anonymous traffic, particularly the paid traffic you invest in heavily, into first-time buyers. By optimizing for CR at this stage and understanding your ROAS for specific segments, you ensure that your initial marketing investments are as efficient and profitable as possible.

• Progressive identification (consideration): The goal of this messy middle stage is to convert anonymous visitors into known prospects and to build early relationships. This means encouraging visitors to willingly exchange information, such as an email address for a discount, or engage in a conversation that reveals their intent and preferences. Metrics or key performance indicators (KPIs) here would focus on the CR to lead generation or specific engagement points that signal increasing interest. This stage is about nurturing interest and guiding potential customers toward a purchase, recognizing that many high-value purchases require a longer research phase.

• Individual personalization (retention): This stage is all about maximizing CLTV. Once a customer has purchased, the goal shifts to fostering loyalty and encouraging repeat purchases. Here, personalization is about anticipating needs, suggesting complementary products, and building a deep, lasting relationship with the customer.

By clearly defining the goals for each stage, brands can avoid the pitfalls of a one-size-fits-all approach and ensure that their personalization strategies are purpose-built for the specific interaction level with their customers.

ALIGNING ORGANIZATION, TECHNOLOGY, AND METRICS TO THIS FRAMEWORK

Successfully implementing this three-stage framework requires a holistic alignment of your organizational structure, the technology you employ, and the metrics you prioritize.

1. Organizational alignment: Marketers, especially those in DTC brands, traditionally struggle with effectively creating and managing personas and segments. There is often a lack of a clear framework or sufficient literature on how to approach acquisition-focused segmentation. My experience shows that many marketing organizations are fragmented, with different roles (e.g., merchandisers, ad buyers) focusing on different aspects of the customer journey.

To succeed with this framework, the organization needs to adopt a new mindset. T‍his involves the following:

[image: imgbox.jpg] Understanding the identity funnel: This is about recognizing that customer identity progresses through stages and that personalization must adapt to each stage.

[image: imgbox.jpg] Human–AI collaboration: While AI can automate content creation and segment identification, human marketers are crucial for refining brand voice, providing context, and ensuring the AI’s output is on-brand. AI will not get it 100 percent right the first time, so a two-way conversational feedback loop between the marketing team and the AI is essential.

[image: imgbox.jpg] Stakeholder-specific dashboards: Different roles within a marketing team will require different views of success. A merchandiser might care more about CRs for new product launches, while a CEO will focus on overall growth and profitability. Dashboards should be customized to provide the most relevant metrics for each stakeholder, keeping core growth metrics (CLTV, CR, AOV) front and center for leadership. Understanding whether your leadership is data-driven or more conceptual is also important for presenting information effectively.

2. Technology alignment: The right technology is not just about features; it is about capabilities that directly address the problems outlined in this framework.

[image: imgbox.jpg] AI for segmentation: Modern AI is central to solving the historical difficulty of creating acquisition-focused segments. AI can analyze complex behavioral data and generate actionable personas, taking the guesswork and manual effort out of segmentation.

[image: imgbox.jpg] Content generation at scale: AI also addresses the Optimizely problem by enabling the creation of tailored content for multiple segments at scale. This means you can have ten different versions of your website content for ten different segments, something nearly impossible for human teams to maintain. Modern AI understands brand voice by being trained on your site’s content and through conversational feedback from your team.

[image: imgbox.jpg] Conversational AI: For the progressive identification stage, AI allows for scalable, humanlike conversations with anonymous visitors to understand their intent and provide relevant information or product recommendations. This transforms casual browsing into a personalized, guided experience.

[image: imgbox.jpg] Avoiding feature bloat and misleading claims: Brands must be skeptical of vendors who promise one-to-one personalization for acquisition traffic. This is typically a red flag, as it fundamentally misunderstands the anonymous visitor reality. Focus on essential capabilities that drive new customer acquisition and efficient content creation rather than bells and whistles that sound impressive but lack pragmatic use cases.

[image: imgbox.jpg] Privacy-first design: Technology must be built to adhere to ethical data collection rules, prioritizing explicit consent and ensuring data security. Any system that attempts identity resolution without consent will ultimately harm brand trust.

3. Metrics alignment: Measuring success within this new framework means focusing on the real metrics that matter, moving beyond vanity metrics that do not reflect true business growth.

[image: imgbox.jpg] CR across all stages: This is arguably the most important metric across the entire funnel. You should track CRs for each segment within each stage, allowing you to compare performance and refine your strategies.

[image: imgbox.jpg] Acquisition stage (strategic segmentation): The key metric here is ROAS. You need to understand how efficiently you are acquiring new customers from your paid traffic. While multitouch attribution can be complex and often futile in the current privacy environment, a rough sense of ROAS for stage 1 campaigns is vital.

[image: imgbox.jpg] Consideration stage (progressive identification): Focus on metrics that indicate successful value exchange and lead generation. This could be the percentage of visitors who submit their email for a discount or complete a quiz.

[image: imgbox.jpg] Retention stage (individual personalization): The paramount metric is CLTV. This captures the long-term profitability of your customers. Other important metrics include repurchase frequency and AOV.

Winning in the AI commerce revolution means embracing a new, intelligent approach to personalization. This framework empowers brands to drive real growth, build genuine trust with customers, and secure a sustainable future in a privacy-first world. Companies that adopt this new framework early are uniquely positioned to leapfrog their competitors who are still clinging to outdated, ineffective methods.
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STAGE 1: STRATEGIC SEGMENTATION

WELCOME TO THE RENAISSANCE of intelligent segmentation. This approach, powered by advanced AI, is transforming what was once considered an old-school marketing tactic into a sophisticated and highly effective form of personalization in today’s post-privacy era. In this chapter, we will explore why segmentation is not only making a comeback but is now indispensable for e-commerce brands striving to succeed in this privacy-first world, especially when it comes to acquiring new customers.

We are entering a new era in which broad, one-size-fits-all messaging no longer resonates with increasingly skeptical and discerning consumers. Intelligent segmentation allows brands to break through the noise with messaging and offers that feel highly relevant, even without relying on third-party cookies or invasive data collection. By analyzing behavioral signals, contextual cues, and first-party data, marketers and digital ad buyers can craft nuanced audience groups and deliver dynamic experiences at scale. We will explore how this precision targeting fuels more efficient acquisition strategies, helps brands respect consumer boundaries, and ultimately drives personalization performance in a world where privacy is paramount.

WHY SEGMENTATION IS MAKING A COMEBACK (AND HOW AI MAKES IT POWERFUL)

As we’ve already discussed, the primary catalyst for this shift was the privacy earthquake initiated by Apple’s drastic privacy policy changes, particularly the ATT framework rolled out between 2022 and 2023. According to researchers and detailed in AppleMagazine, these changes have curtailed tracking and led to a 55 percent drop in opt-in rates.14 The changes have severely curtailed the ability to identify anonymous visitors and track their behavior across different websites over time, with even first-party cookies on Apple’s Safari browser now retained for a mere seven days. The marketing funnel has always had a messy middle. But this new reality has created an even messier one for marketers, where valuable behavioral data on interested but not yet identified shoppers disappears quickly. The traditional one-to-one personalization model, which relies heavily on persistent user identification, has become impossible and wasteful for new customer acquisition in this environment. As a result, DTC brands have seen their CAC skyrocket. I’ll also add that in a survey published by McKinsey, 80 percent of consumers wanted personalization. But ominously, “Personalization can even be called a ‘hygiene factor’: customers take it for granted, but if a retailer gets it wrong, customers may depart for a competitor.”15

This dire situation has paved the way for the renaissance of segmentation, with AI as its driving force. AI offers a new framework that addresses the core problem that traditional personalization systems fail to solve: how to effectively personalize experiences for the vast majority of website visitors who remain unknown. AI provides the right tools and the right mindset to do segmentation well, leading to CR and profitability increases. It enables scale without resource expansion, meaning brands can achieve sophisticated personalization without hiring massive teams or relying on custom code. Understanding why segmentation has resurged is only half the story. The real transformation lies in how AI has fundamentally changed what segmentation can accomplish.

REFRAMING SEGMENTATION AS A SOPHISTICATED FORM OF PERSONALIZATION

Historically, segmentation has been perceived as a poor second to one-to-one personalization. Old-school segmentation typically involved rigid, manual if-then rules that required engineers to code and maintain. This was expensive and difficult to manage, especially as a brand grew. If a brand had even a few segments, it multiplied the workload significantly and was difficult or impossible to scale. Moreover, traditional segmentation was almost exclusively applied to retention, focusing on existing customers based on historical order data, such as categorizing “VIP buyers” or “deal seekers.” It offered little utility for acquiring new, anonymous customers.

Modern AI-powered segmentation is a profound departure from this outdated approach, creating this segmentation renaissance. It leverages AI’s capabilities to overcome the historical limitations of old-school segmentation and addresses the fundamental challenge of anonymous visitors in acquisition.

Key differences in modern AI-powered segmentation include the following:

• Dynamic personas: Instead of fixed, manually defined segments, modern AI can create dynamic personas. For example, Paige creates personas that aren’t just based on current customer behavior or simple demographics but are derived from analyzing a vast array of data, including your product catalog, brand voice, and crucial patterns emerging from your advertising campaigns. Paige can generate very specific segments, such as “heritage connoisseurs” or “cultural curators,” complete with detailed targeting options, behaviors, interests, and demographics. She doesn’t pick from a fixed basket of segments. Here’s the difference: She creates different segments tailored for each brand based on its unique data.

• Data-driven: Unlike old methods reliant on manually structured data, modern AI can process and analyze massive amounts of unstructured data, which is prevalent in the e-commerce world. This “magic” ability to process a significant amount of data in a short amount of time allows for deep behavioral analysis and continuous refinement of segments. This level of data processing was previously impossible or prohibitively expensive.

• Actionable for acquisition: The segments created by AI are specifically designed to be actionable for new customer acquisition, directly linking with ad-buying activities on platforms such as Meta. AI generates personas that media buyers can plug directly into ad platforms, helping them target specific groups more effectively.

• Continuous improvement (flywheel effect): AI has the capability to teach itself what’s working and what isn’t. A flywheel effect means the system builds momentum over time; each success makes future improvements easier and faster, like a wheel that spins more efficiently with each rotation. In AI personalization, this means segments continuously refine themselves based on performance data: Successful conversions teach the AI which customer patterns matter most, leading to increasingly better CRs and lower acquisition costs. This self-reinforcing cycle of improvement, AI-driven segmentation can create a continuous loop of improvement in e-commerce, is a game changer in this privacy-first world.




HOW PAIGE CREATES A FLYWHEEL EFFECT

HOW PAIGE IDENTIFIES SEGMENTS

Here’s how Nacelle’s solution creates this flywheel effect: Paige starts by understanding all the available data within a store. She then works with you to identify and build logical segments and personas specifically tailored for acquisition. These aren’t static categories. Instead, they are dynamic personas unique to each brand based on its specific data, product catalog, brand voice, and advertising campaign patterns. For example, Paige might identify distinct segments such as “yoga enthusiasts” based on their online behavior and inferred interests. She can even get as specific as identifying segments such as “Upper East Side” or “Greenwich Village” based on regional characteristics.

SMART URLS CONNECT ADS TO EXPERIENCE

Once these intelligent segments are defined by Paige, the next crucial step is applying them effectively to advertising campaigns. Marketers and ad buyers need to provide advertising platforms such as Meta with information about the segments they are targeting. Paige facilitates this by creating persona documents that help advertisers describe their target groups. To seamlessly connect offline ad efforts with the online experience, we utilize smart URLs. When a merchant runs an ad campaign targeting a specific AI-generated segment, they use a smart URL that tags the incoming traffic with that segment’s identity. This means Paige knows the shopper’s segment even if they are anonymous. This matters because website traffic now remains largely anonymous.

THE SELF-LEARNING LOOP

With incoming traffic identified by segment via smart URLs, Paige can then dynamically adjust the website experience. This involves displaying relevant content, imagery, and, crucially, personalized product recommendations that align with that specific segment’s inferred interests or intent. For instance, if a “K-pop enthusiast” segment is targeted, the website might display limited edition photo cards and concert merchandise. Now, this is where the flywheel effect truly comes alive. Paige is designed to constantly learn and improve in a feedback loop. She continuously pulls in data and analyzes what’s working and what isn’t. When an order is placed by someone from a specific segment, or when a segment is not performing as expected, this information is fed back into the system. This feedback loop reinforces Paige’s self-learning, allowing her to continuously improve and refine segments and their associated personalization strategies. If a segment isn’t performing well, Paige can even send an alert, prompting the marketing team to review and adjust. This iterative process means that as Paige collects more data and information about the behavior and patterns of different segments, she uses that data to refine segments further, leading to better acquisition strategies and improved CRs over time. This continuous loop helps businesses to keep getting better over time and to scale without expanding resources excessively, creating an e-commerce growth machine.



All this makes modern segmentation a powerful tool for growth, addressing the shift in the advertising landscape, where ads are no longer as targeted because of privacy changes. Ultimately, modern AI ensures that businesses are not only attracting new customers more efficiently but also providing them with highly relevant and privacy-respectful experiences from their very first visit. This is how we address the personalization paradox and help brands win in the AI commerce revolution.

Let’s consider our Taylor Swift example with a boot retailer. Paige might identify a “Taylor Swift fan” segment. This segment is not based on simple demographics alone. In our case, Paige analyzes your store’s data to build these highly detailed personas. When the brand runs an ad campaign targeting this “Taylor Swift fan” segment, it employs the smart URLs I’ve mentioned. The unique tag embedded in the URLs informs Paige’s system that the incoming anonymous traffic belongs to this specific segment. Upon the customer’s arrival, Paige, leveraging this contextual information, will dynamically generate content and product recommendations on the website tailored to this group. This could include showing images of other customers wearing the brand’s boots at a Taylor Swift concert or an influencer post highlighting styles resembling what Taylor Swift recently wore. The objective is to present highly relevant products and content that resonate with the segment’s identity, driving conversions from anonymous visitors. In addition, we know that consumer reviews affect purchasing. In fact, a paper presented at the 2022 annual conference of the American Academy of Advertising examined how the number of reviews, review scores, product involvement, and product review valence affect consumers’ shopping decisions.16 Consumers are heavily influenced by social proof, particularly when they see positive reviews from other buyers. This modern approach to segmentation succeeds because AI solves the two biggest obstacles that have historically made segmentation difficult to execute: identifying the right segments and creating content for them at scale.

AI’S DUAL ROLE: IMPROVING BOTH SEGMENT IDENTIFICATION AND CONTENT CREATION

Modern AI plays a dual purpose in revolutionizing e-commerce personalization. It significantly improves both the identification of actionable segments and the scalable creation of content for these segments. It solves the two biggest problems of online e-commerce today:

1. Improving segment identification: Paige’s core function is to analyze a store’s data to make very detailed segment recommendations. She scans the data to figure out what those patterns are and group people together logically. This goes beyond surface-level demographics, delving into behavioral patterns and contextual signals.

In addition, Paige understands a brand’s voice and product catalog, allowing her to generate the rich persona documents we’ve discussed. These documents provide detailed insights into target segments, including their demographics, interests, and behaviors, which are directly usable by advertisers on platforms such as Meta to refine ad targeting. She also uses input and conversations from your team to refine these documents. Next, the AI continuously learns from performance data, reinforcing its self-learning capabilities. This allows for ongoing refinement of segments, ensuring they remain relevant and effective as consumer behavior or market trends evolve.

2. Enhancing content creation: With the second big problem of content creation, modern AI is revolutionizing things as well. You would need a team of writers—a big team of writers and merchandisers—if you were to write evolving content for every segment and visitor. Here, AI solves that Optimizely problem, which has historically been a major bottleneck in segmentation marketing because of the sheer volume of content required to personalize experiences for different segments. AI fixes this problem across the board by automating much of this content generation.

For example, Paige can generate varied content, imagery (with careful oversight, the clients provide the images), navigation paths, and product recommendations tailored for specific segments. This means that instead of manually maintaining potentially ten or twenty different versions of your website for twenty personas, AI makes it manageable without having to hire more staff in-house.

The other critical aspect of how AI solves this second problem is modern AI’s ability to understand and consistently represent the brand voice, objectives, and strategy. Paige engages in a two-way conversation with marketing teams to perfect this brand voice. This ensures that automatically generated content maintains brand consistency and resonance.

As we discuss this content creation, it is important to remind you of a major theme of the book, which is collaboration, not automation. Think of your marketing team as the director of the movie, guiding AI to ensure that the strategy, tactics, and overall presentation align with human oversight and creative direction. We also encourage brands to double down on blogging and creating in-depth content for AI to crawl and learn from.

BUILDING ACTIONABLE SEGMENTS THAT DRIVE ACQUISITION

The strategic segmentation aspect of our framework offers a solution in this new privacy landscape by enabling marketers to build actionable segments that directly drive acquisition.

Key elements in building these actionable segments include the following:

• Smart URLs for traffic tagging: As discussed, we utilize smart URLs as a crucial mechanism. This effectively closes the loop between advertising and on-site personalization.

• Leveraging ad platform data (aggregated identity): The strategy acknowledges that platforms such as Meta know the identities of their users even if the e-commerce brand does not. By creating persona documents with AI, brands can provide Meta with better hints about exactly whom they wanted to reach. In essence, marketers and digital ad buyers are paying Meta to borrow their identities in an aggregated, privacy-compliant way to target groups of people matching the AI-generated personas. This allows for a targeted ad-buying strategy for anonymous shoppers as these shoppers now fall into specific segments. We then use the knowledge of these segments to boost conversions.

• Connecting the funnel: This creates a full vertical integration, from buying ads on platforms such as Meta down to the actual on-site shopping experience, all of which is segment aware. This ensures that the content, imagery, and product recommendations shown on the website are highly relevant to the inferred interests of the anonymous visitor, based on the segment they came from rather than generic content.

• Overcoming marketer gaps: Historically, marketers have struggled to create effective acquisition segments because they lacked the necessary data and tools. AI solves this by automating the segment identification process, enabling brands to build segments that are directly usable for media buying and to drive sales.

This approach is crucial for addressing the rising acquisition costs and ensuring that the money spent on driving traffic to a website yields maximum value, even if that traffic remains largely anonymous. Once you have this foundation of AI-powered, actionable segments in place, you can layer on more sophisticated approaches that leverage different types of customer data and behavior patterns.

ADVANCED SEGMENTATION STRATEGIES

Strategic segmentation in the AI era employs nuanced approaches that go beyond simplistic demographic or historical purchase data. It incorporates behavioral, contextual, and intent-based segmentation to gain a deeper understanding of anonymous visitors and tailor experiences accordingly.

BEHAVIORAL SEGMENTATION (WHAT VISITORS DO)

This strategy focuses on analyzing the actions visitors take on a website, moving beyond just purchase history to include their browsing patterns and interactions.

For example, while orders provide valuable data, behavioral segmentation looks at other activities such as clicks, products viewed, time spent on pages, items added to the cart, and abandoned checkouts. This other important data reveals subtle preferences and potential interests.

AI can also identify complex patterns that humans might miss. For example, if a specific segment consistently adds one product to their cart and then views another, this behavioral correlation can inform product recommendations. This intelligence allows the system to proactively recommend products that a particular segment is likely to be interested in.

For example, there is the classic apocryphal “beer and diapers” case study, where seemingly unrelated products are frequently purchased together (on a Friday night, as Dad is picking up beer, Mom asks, “Can you pick up some diapers too?”), which illustrates the power of understanding behavioral correlations. Similarly, AI can identify patterns such as a segment that tends to add a product to their cart and then wait for a price drop before purchasing, allowing for targeted promotions.

CONTEXTUAL SEGMENTATION (WHEN AND HOW THEY ARRIVE)

Next, we address contextual segmentation: When are your visitors coming to your site and how are they arriving? This approach leverages information about the visitor’s entry point and the circumstances of their arrival to infer their immediate interests and tailor the experience.

As discussed, AI-powered systems use smart URLs to tag incoming traffic from specific advertising campaigns or sources (the how!). This tag immediately provides context to the website’s personalization engine. Knowing the context of arrival allows the website to adapt dynamically. Using an earlier example, if a visitor arrives from an influencer campaign about jeans, they should be directed straight to a page featuring jeans, perhaps even with the influencer’s image and endorsement, rather than a generic home page. This moves beyond simply knowing the traffic source to understanding the specific intent or persona associated with that source, enabling highly relevant initial interactions.

INTENT-BASED SEGMENTATION (WHAT THEY’RE TRYING TO ACCOMPLISH)

This advanced strategy distinguishes visitors based on their underlying goal or intent when interacting with the brand, which is particularly crucial for high-value purchases.

For high-ticket items, for example, the initial intent of a first-time visitor is often research rather than immediate purchase. Visitors may seek information about shipping, reviews, assembly, size and materials, or brand history.

Modern AI can distinguish between the person who is coming to research and the person who has intent to buy. If the intent is research, the AI will prioritize educational content (e.g., articles, reviews) instead of pushing products directly. Conversely, if a visitor’s search query includes terms such as “discount for transformer table,” indicating high buying intent, the AI should immediately showcase products and promotional offers.

This “what are they trying to accomplish” strategy is rooted in the “ask them” philosophy, where AI acts as a mini sales associate for every visitor. Think of in-person encounters when you’ve said to a sales associate, “I’m just looking,” versus, “I have a wedding to attend next month and need a new outfit.” Nacelle’s Paige, for example, can engage visitors in natural language conversations, asking questions such as “What are you looking for?” or “Are you here to shop, or are you here to do some research?” This transparent exchange builds trust and allows the system to adapt the site experience based on the visitor’s expressed or inferred intent.

These advanced segmentation strategies, combined with AI’s ability to process vast amounts of data and generate relevant content, allow brands to deliver highly personalized experiences for anonymous visitors, finally moving the needle on acquisition. But these strategies only deliver value if you can prove their impact on your bottom line. Success requires tracking the right metrics in the right way.

METRICS TO MEASURE SEGMENT EFFECTIVENESS

Measuring the effectiveness of strategic segmentation is crucial for demonstrating ROI and continuously improving acquisition strategies. It requires focusing on real metrics that matter and avoiding vanity metrics that provide little insight into actual business growth.

KEY METRICS FOR STRATEGIC SEGMENTATION (ACQUISITION)

• CR: This is arguably one of the two most important metrics across all three stages (along with AOV). For strategic segmentation, the focus is on the CR of each specific segment. By comparing the CRs of different segments (e.g., “heritage connoisseurs” versus “yoga enthusiasts”), marketers can learn which segments perform best and refine their acquisition strategy. Improving CRs for anonymous visitors is directly linked to business growth.

• AOV: While often associated with retention, AOV is also a critical metric for acquisition. A higher AOV from newly acquired segments indicates greater immediate profitability from each conversion. AI can influence AOV by recommending complementary products or incentivizing larger cart sizes within specific segments.

• ROAS: Given that strategic segmentation is heavily tied to paid advertising and influencer campaigns, ROAS is an incredibly important metric for stage 1. It helps understand the profitability of different ad campaigns and the segments they target. The privacy earthquake significantly impacted ROAS for many brands, necessitating new strategies such as AI-powered segmentation to restore efficiency.

BEYOND ACQUISITION: LINKING TO LIFETIME VALUE

• CLTV: Although CLTV is typically viewed as a retention-focused metric, gaining insight into the projected CLTV of various acquisition segments plays a critical role in shaping acquisition strategies. For example, if one segment (Segment A) demonstrates a consistently higher CLTV over time compared to another (Segment B), it gives the brand a data-driven reason to invest more heavily in acquiring Segment A, even if it means a higher initial cost. This kind of strategic allocation of advertising spend ensures that marketing dollars are focused on long-term profitability, not just short-term wins. In this way, acquisition and retention metrics become interconnected. By evaluating retention outcomes such as CLTV early in the customer journey, marketers can refine their acquisition tactics. This mutual reinforcement between metrics reveals a more holistic understanding of customer value, where acquiring the right kinds of customers ultimately supports better retention outcomes and vice versa.

TESTING METHODOLOGIES AND AVOIDING PITFALLS

To effectively measure the true impact of personalization in marketing, it’s critical that brands employ structured experimentation, beginning with clearly defined control and experiment groups. This approach allows marketers to isolate the effect of personalized experiences by comparing the performance of a group exposed to a personalized journey against a control group that receives a generic, nonpersonalized experience. These experiments should be run simultaneously in order to neutralize the influence of outside variables, such as ongoing advertising efforts, seasonality, or sudden market shifts. For example, a brand might allocate 50 percent of its website traffic to a segmented experience that includes personalized product recommendations or dynamic messaging, while the other 50 percent sees a more standard interface. By doing this in real time and under consistent conditions, businesses can achieve a reliable apples-to-apples comparison, making it easier to quantify the actual value that personalization brings to the table. (Often, too, testing can be done in smaller markets, such as a UK rollout versus one for the entire US.)

At the same time, marketers must be vigilant in avoiding the trap of vanity metrics, data points that sound impressive on paper but don’t actually correlate with meaningful business results. A common example of this is reporting on the percentage of users who were shown a personalized experience without tying it back to performance outcomes. Just because a user saw a tailored message or product recommendation doesn’t mean they were more likely to convert. The emphasis should always be on metrics that reflect real commercial success. This includes the metrics outlined in the previous section. These metrics are much more indicative of long-term growth and profitability.

Finally, the ability to present performance data in a way that resonates with internal stakeholders is just as important as the testing and metrics themselves. Different members of an organization care about different aspects of the data, and dashboards should be customized accordingly. A CEO doesn’t need to see how many users clicked on a product carousel. They want to know how the business is growing, quarter over quarter. Tailoring dashboards for each audience ensures that insights are not only understood but acted upon. Moreover, AI can enhance this entire process by making sense of complex, unstructured data. This leads to smarter decisions, deeper insights, and more powerful personalization strategies.

Our stage 1, strategic segmentation, empowered by AI, is the imperative for e-commerce brands navigating the modern, privacy-first landscape. By reframing personalization to focus on anonymous visitors and leveraging AI for dynamic segment identification, content creation, and robust measurement, brands can not only overcome the personalization paradox but also drive significant, profitable growth through enhanced customer acquisition.
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STAGE 2: PROGRESSIVE IDENTIFICATION

THE JOURNEY OF a modern e-commerce brand unfolds across distinct stages of customer interaction. In our previous chapter, we established the paramount importance of strategic segmentation as the initial stage, particularly for new customer acquisition in a privacy-first world. We confronted the pervasive misconception that one-to-one personalization is universally applicable, especially for anonymous visitors. Now, we turn our attention to the pivotal stage 2: progressive identification. This phase represents the intricate transition where an anonymous visitor begins to reveal aspects of their identity, moving toward becoming a known entity to your brand.

Welcome to the messy middle.

This stage is a critical juncture because marketers find themselves navigating a delicate balance. On one hand, the vast majority of website visitors remain unknown entities, their preferences and history obscured by modern privacy regulations and the deliberate shift away from intrusive tracking. On the other hand, unlocking even partial knowledge of these visitors can dramatically enhance their experience and your brand’s profitability. This is where many companies traditionally struggle with personalization, yet it holds immense potential to be the most lucrative stage if approached correctly.

The core challenge in this middle stage is the ephemeral nature of data. Apple’s privacy policies have fundamentally reshaped the landscape. As we know by now, the stark reality is that even if you collect first-party data on an anonymous visitor, you can typically only retain that information for no more than seven days. After this brief window, their data effectively disappears, rendering them anonymous once more upon their return. This severe limitation makes the traditional goal of building extensive, persistent profiles for anonymous visitors an extremely challenging and often futile endeavor. It highlights a desperate need for a new framework that acknowledges this anonymous visitor reality.

Add to this the usual messiness of the middle such as nonlinear behavior (shoppers rarely move in a straight line from awareness to purchase), multiple devices, decision fatigue, drop-off or shopping cart abandonment, and mixed signals.

The term messy middle captures this chaotic, fragmented, and behaviorally rich environment where marketers must work hardest to guide, persuade, and convert. It’s messy because it’s where brands lose or win the customer.

THE CRITICAL TRANSITION FROM UNKNOWN TO KNOWN VISITOR

The transition from an unknown visitor to a partially known one is critical. When a shopper first arrives at your website, particularly through an ad or influencer link, your brand will know basically nothing about them. However, if a system can elicit some information from them, there is potential to dramatically improve the shopper’s experience.

This shift involves moving from a state of complete anonymity to one where you possess at least some insight into their preferences, interests, or intent during that specific session. Again, this is not one-to-one personalization, as that is reserved for truly known customers in stage 3. Instead, progressive identification focuses on a strategic, consensual exchange of value that allows for a deeper, yet still generalized, understanding of the visitor.

The beauty of our framework lies in its adherence to consent. Our approach, from the shopper’s point of view, respects their privacy every step of the way. We avoid manipulative tactics to extract data without permission. Instead, we look to transparent and fair exchanges where the consumer willingly provides information because they receive something of perceived value in return. This consensual exchange is fundamental to building trust, which is paramount in a world increasingly wary of data privacy. Without explicit consent, any data collection risks damaging your brand more than it helps, leading to the dreaded creep factor.

Understanding this transition is crucial, but the real challenge lies in creating fair exchanges that motivate anonymous visitors to willingly share information.

VALUE EXCHANGE AND PROGRESSIVE IDENTIFICATION STRATEGIES THAT WORK IN THE PRIVACY ERA

The cornerstone of progressive identification is the value exchange. For a brand to gain information about an anonymous visitor, it must offer something tangible and appealing in return. This is not merely a transaction of data for discounts, though that is one common method. It encompasses a broader spectrum of offerings designed to genuinely benefit the shopper.

Progressive profiling is not a single action but a continuum. It is the art of gradually collecting more information about a shopper as they move through their journey, deepening your understanding of their identity over time, and building trust. This concept can be overlaid onto our Three-Stage Personalization Framework, creating an identity funnel.

The challenge, as we know, in the messy middle of the funnel lies in managing partial and often temporary data. Traditional marketing tactics for serving relevant experiences disappear after the seven-day window if no purchase occurs. Therefore, the focus must be on encouraging meaningful, consensual data exchanges that move the customer further down the funnel and ideally toward a purchase within that timeframe. Modern AI can help do this on a scalable level. For example, Paige, our AI assistant, plays a crucial role here by making these “identification moments” scalable and effective, essentially acting as a tireless digital sales associate who consistently asks the right questions and offers value, allowing brands to gather insights into shopper behavior and preferences even from anonymous visitors.

Here’s an example. Suppose you are a retailer who sells a women’s fitted, white Oxford cloth shirt. Intelligent and modern AI such as Paige can show the right potential customer (as identified by the smart URL and their persona) that shirt styled for an executive in her fifties with outfit options appropriate for the boardroom or meetings. In contrast, Paige, with a different persona, will show that same shirt as it might be styled by a twenty-year-old who opts to wear it with jeans and a colorful belt.

My point here is clear: Brands do not need to attempt to maintain a shopper’s profile indefinitely until after they order. The notion of trying to beat the system and retain profiles in the messy middle or stage 1 is misguided in today’s privacy-centric world, as it is often not consensual. Modern solutions can build that trust in other ways, such as showing products in a way that connects with the shopper’s identity. The shopper should proclaim, “This brand gets me.”

When I talk about the future of personalization, especially for DTC brands, I often highlight progressive profiling as a critical strategy for building genuine customer relationships.

Consider these effective value-exchange strategies:

• Discount codes for contact information: This is perhaps the most straightforward and widely used incentive. A visitor provides their email address or phone number in exchange for a percentage off their first purchase or a specific offer. This immediate gratification often outweighs privacy concerns for many consumers, especially when the exchange is clearly communicated and voluntary.

• Interactive quizzes for personalized recommendations: For certain product categories, particularly beauty, home goods, or fashion, interactive quizzes can be highly effective. A beauty brand, for instance, can ask a series of questions about skin type (oily, dry, combination). In return, the shopper receives tailored product recommendations and samples that are relevant to their specific skin concerns. The customer gains valuable information or guidance, and the brand gains insight into their preferences, allowing for more precise personalization. One beauty brand we worked with increased its identification rate by 300 percent through such a strategy.

• Educational content and community building: Beyond direct discounts or product recommendations, offering valuable content can be a powerful incentive. This could include exclusive access to educational articles, guides, webinars, or even membership in a community related to the brand’s niche. For high-ticket items, where the buying cycle is longer and research is key, providing in-depth educational content helps establish trust and expertise. The brand demonstrates that it is not just trying to sell but genuinely aims to inform and support its audience, fostering a sense of shared identity or values.

That identity and community can be very powerful. For example, HOKA has done a good job weaving its brand into the identity of its runners, making it blasphemy to not wear a pair of these shoes when going for a run. When your company relates to your customers’ identities, who they are, they will not only provide information but also promote your brand for free across their chest on the T-shirt that they buy from your company. This deep connection can lead to a cult-like following and explode CLTV.

Keep in mind, the value provided must always be perceived as fair by the consumer. If the exchange is equitable and transparent, shoppers are significantly more willing to share information. This works best when the exchange feels natural and helpful rather than transactional. The most effective approach mirrors what great salespeople have always done.

THE BRICK-AND-MORTAR MINDSET: SIMPLY ASKING VISITORS WHAT THEY WANT

At the heart of the progressive identification strategy is a concept so simple, it feels revolutionary in the digital space: Just ask them what they want. In a physical brick-and-mortar store, a sales associate’s simple query, “Can I help you?” or “What are you looking for today?” is a natural and expected part of the shopping experience. This immediate interaction allows the associate to understand the customer’s intent and guide them effectively. If a customer is just perusing, they can simply say so, closing the conversation without pressure. If they are looking for something specific, such as candles, that information is incredibly valuable.

Historically, recreating this humanlike, conversational interaction at scale in e-commerce has been impossible. I mentioned earlier in the book the chaos of online shopping on Black Friday. Imagine thousands of visitors on a website every minute. It would be prohibitively expensive and logistically infeasible to staff enough human customer service representatives trained in brand voice and product knowledge to engage with every single anonymous visitor in real time.

Thus, the ability of AI that is trained on a brand’s specific voice and entire product catalog to engage changes everything. For example, when a customer first lands on a site powered by Paige, she can proactively engage them in a conversation. She asks questions directly, such as “What are you looking for?” or “Are you here to shop, or are you here to do some research?”

This “ask them” philosophy allows the AI to immediately recognize the visitor’s intent. For example, if a customer is researching a high-ticket item, their intent is often information gathering rather than immediate purchase. In such a scenario, Paige would adapt the site experience to provide educational content: details on shipping, assembly information, reviews, or links to relevant articles. This differs fundamentally from simply pushing products and aligns with the customer’s true objective. Conversely, for a lower-priced item, a customer might be ready to buy immediately, and Paige would facilitate a direct path to purchase with relevant product recommendations.

The ability of AI to adapt the site experience based on explicit user intent is crucial for building trust. When visitors are transparently asked what they want and receive direct value in return, they are far more willing to share information than when they feel passively tracked. This ethical, scalable approach is precisely what allows e-commerce brands to build genuine relationships and convert casual shoppers into loyal customers.

The strategic approach is to focus on a sequence of fair, transparent exchanges that build trust and progressively deepen the relationship, one voluntary disclosure at a time. This commitment to consent is the foundational principle for building long-term, sustainable customer relationships, but it only works if you can consistently convert these interactions into measurable outcomes.

OPTIMIZING THE IDENTIFICATION MOMENT

Optimizing the identification moment is about maximizing the percentage of anonymous visitors who choose to engage in a value exchange and move into the “known” category for stage 2. This is a crucial strategic focus for any e-commerce brand operating in a privacy-first world.

Think of it this way: Your primary goal in stage 2 is to increase the rate at which anonymous traffic provides you with some form of identification, however limited. For instance, if you are offering a discount code in exchange for an email address, you would track the percentage of site visitors who successfully submit their email to receive that code. This becomes a key metric: the identification rate.

A higher identification rate directly correlates with improved sales outcomes. When more anonymous visitors convert into partially identified prospects, you gain the ability to provide more relevant content and product recommendations based on the information they willingly shared. This directly translates to increased CRs and potentially higher AOVs for those identified segments. A benchmark study by Bluecore of one hundred retailers demonstrated that “Identification drives higher purchase. Understanding who shoppers are helps retailers nurture them through the lifecycle far more effectively. Retailers with average ID rates above 40% saw repeat purchase rates that were 53% higher than the average. At the same time, retailers with ID rates below 10% saw repeat purchase rates that were 33% lower than the average.”17

The optimization of this moment is not just about the incentive itself but also about the presentation, timing, and overall user experience. Pop-ups for email capture should be strategic, not intrusive. Quizzes should be engaging and genuinely helpful. The language used in any request for information should be clear, transparent, and emphasize the benefit to the customer.

Modern AI plays a vital role in optimizing these identification moments. They can be configured to present these value exchanges at optimal points in the customer journey based on behavioral cues or inferred intent. By intelligently engaging visitors and facilitating transparent exchanges, AI can significantly boost your identification rate, moving more visitors from the anonymous stage 1 into the progressively identified stage 2. This is a measurable and actionable way to make your paid traffic more profitable by maximizing the ROI or value extracted from each anonymous visitor.

METRICS: IDENTIFICATION RATE OPTIMIZATION

For stage 2, progressive identification, the primary metric you must track is the identification rate itself. This metric quantifies how successfully you are converting anonymous visitors into partially known individuals through consensual data exchanges. For example, if 20 percent of your anonymous traffic provides an email address for a discount, that is your identification rate for that particular incentive.

Beyond the identification rate, other critical metrics that apply across the funnel also bear scrutiny here:

• CR: While a universal metric, in stage 2, you are tracking the CRs of those identified segments. Are visitors who completed your skin type quiz converting at a higher rate than those who remain anonymous? This will validate the effectiveness of your progressive identification efforts.

• AOV: Similar to CR, understanding the AOVs of progressively identified segments helps gauge their profitability. Do customers who engaged in a quiz or provided an email tend to purchase higher-value items or larger baskets?

• Engagement metrics for progressive profiling elements: Track the completion rates of quizzes, the submission rates for email addresses or phone numbers for incentives, and the percentage of visitors who answer direct questions asked by your AI assistant. These metrics provide insights into the effectiveness of your value-exchange strategies themselves. For example, how many people are actually exchanging their email addresses or phone numbers for the value you are providing? How many are telling your AI what they are here to shop for versus just perusing?

It is crucial to emphasize that while multitouch attribution has become increasingly difficult to track because of privacy changes, tracking segments with smart URLs still provides knowledge and insight. This allows you to measure and compare the effectiveness of different segments and tailor your acquisition strategy accordingly.

My advice is to keep measurement simple at this stage. You do not need to get bogged down in too many different metrics. If you can get your core metrics right by focusing on how many anonymous visitors you can successfully identify and then how those identified segments perform in terms of conversion and AOV, you will possess enough insight to determine what is profitable and what is not. This focused approach ensures that your personalization efforts are driving genuine business growth rather than just inflating vanity metrics, such as the sheer number of personalized experiences shown.

In essence, stage 2 is about intelligently and ethically converting anonymity into actionable insight. By focusing on transparent value exchanges, leveraging the scalable power of AI to simulate human interaction, and meticulously tracking the right metrics, brands can master the messy middle. This allows them to foster deeper relationships with new shoppers, increasing the likelihood of conversion and laying the groundwork for long-term customer loyalty within the confines of a privacy-first world. This strategic approach ensures that every dollar spent on acquiring anonymous traffic yields the maximum possible return.




CASE STUDY

A BEAUTY BRAND

THE INITIAL CHALLENGE

When Nacelle began working with XYZ Beauty (client name anonymized), the company was generating approximately $10 million in online sales. The challenge, common for many DTC brands, was how to effectively engage anonymous visitors and convert them into loyal customers in a privacy-conscious world, maximizing the value of their web traffic.

THE SOLUTION: A VALUE-DRIVEN PROGRESSIVE IDENTIFICATION STRATEGY

XYZ Beauty implemented a strategy centered around a skin type quiz, which not only identified skin concerns (e.g., oily, dry, combination) but also incorporated skin-color matching (often by analyzing vein appearance or a photo submission).This quiz served as a crucial value exchange. In return for a few minutes of their time and some personal data, shoppers received valuable information about their skin type, often accompanied by blog posts or advice tailored to their needs.

Crucially, after completing the quiz, XYZ Beauty would automatically add complimentary sample products to the customer’s cart. These samples were meticulously matched to the user’s identified skin type and color.

This approach provided several key benefits:

1. Anonymous to known (progressive identification): By voluntarily engaging with the quiz, anonymous visitors provided initial, crucial data points, moving them into a “progressively identified” (stage 2) state. The brand could retain this information for at least seven days.

2. Building trust and loyalty: This method provided a genuine service for their customers. It directly addressed a common pain point for beauty shoppers, which is selecting products that truly suit them, won’t cause adverse reactions such as breakouts, and match their skin tone. This fostered significant brand trust, making customers less likely to try competitor products once they found what worked.

3. Ethical personalization: By transparently asking visitors what they wanted, XYZ Beauty avoided the creep factor associated with more invasive tracking methods. It’s transparent and consensual, which ultimately builds stronger customer relationships. A win-win!

THE IMPACT AND RESULTS

The results for XYZ Beauty were impressive. We helped the brand scale from $10 million to over $120 million in online sales in just two and a half years, which was one of the best growth ramps ever in the Shopify Plus ecosystem. Such explosive growth demonstrated significant improvements in the core business metrics I encourage everyone to measure by, real metrics that matter. The strategy enabled XYZ Beauty to establish deep customer relationships, leading to a loyal customer base, and even a “cult following” by aligning the brand with the customer’s identity.



This case study exemplifies my broader thesis: Intelligent segmentation paired with a value-driven approach can lead to remarkable business growth by effectively converting anonymous traffic and fostering deep customer relationships in the modern privacy-first e-commerce landscape.
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STAGE 3: INDIVIDUAL PERSONALIZATION

WE HAVE ARRIVED at the holy grail. The concept of individual personalization, where each customer feels genuinely seen, understood, and valued through highly tailored experiences, represents the pinnacle of modern online marketing personalization. It is seen as the ultimate goal for marketers seeking to build lasting relationships with their audiences. According to Deloitte, “Our latest research reveals that brands incorporating personalization as a core experience strategy has risen 50% since 2022, and that brands expect to increase their annual personalization budgets by 29% this year [2024] compared to the previous year.”18

This vision is often inspired by the success of industry leaders, whose ability to deliver personalized recommendations and experiences at scale has set the gold standard. Yet, despite the appeal of this ideal, a critical and often costly misunderstanding has persisted within the e-commerce sector: the misapplication of true one-to-one personalization techniques in the customer acquisition stage, where they are frequently ineffective and inefficient.

This chapter aims to address that gap in understanding by offering clarity on when and where true individual personalization can be most impactful. Specifically, it argues that the greatest value of one-to-one personalization emerges during the retention phase, when a customer’s behaviors, preferences, and purchase history provide a rich dataset for tailored engagement. We will explore how to construct robust customer profiles, seize post-purchase moments for deeper engagement, maintain user trust through privacy-first strategies, and apply meaningful metrics to assess performance. Done well, this form of personalization becomes not just a tactic but a sustainable competitive advantage.

WHEN INDIVIDUAL PERSONALIZATION ACTUALLY MAKES SENSE

The prerequisite for effective individual personalization is both clear and nonnegotiable: The customer must have already completed a purchase with your brand. It stands as the line in the proverbial sand that separates real personalization from misguided attempts to overreach. Only after a customer has bought from you does it become both reasonable and operationally viable to deliver a deeply tailored experience. At that point, your brand has earned the right to personalize based on data that has been willingly and directly provided.

This core truth is the opposite in the acquisition phase, when most visitors remain anonymous and brands operate with limited context. In acquisition, marketers typically possess little to no information about new potential customers, making one-to-one personalization at this stage nearly impossible to execute with accuracy or efficiency. This is why so many attempts at hyperpersonalization in acquisition fail or underperform. What gives Netflix, Spotify, Amazon, and others their powerful personalization engines is not magic. Instead, it’s user login data and a rich, ongoing history of customer behavior. With that persistent context, they can make spot-on product suggestions or movie or music recommendations that feel personal and intuitive. Without that data foundation, however, personalization is nothing more than guesswork masquerading as insight.

For the vast majority of e-commerce brands, the notion of delivering one-to-one personalization to every single website visitor, especially those who are visiting for the first time and remain anonymous, is absurd. Attempting to replicate the level of hyperpersonalization achieved by tech giants for unknown visitors leads to wasted resources and underwhelming results.

However, the scenario changes dramatically once a customer has completed a transaction and you’ve crossed that critical threshold. At that moment, the individual shifts from being a nameless visitor to a recognized and recorded entity within the system, a known customer. Most modern e-commerce platforms, such as Shopify, automatically generate customer profiles that begin to accumulate meaningful data: past orders, shipping locations, product purchase history, and frequency of purchase. This rich tapestry of information lays the groundwork for truly individualized experiences. According to Shopify, “As of 2023, 78% of brands considered first-party data the most valuable source for marketing personalization, up from 37% in 2022.”19

With this data in hand, brands can deliver real-time product recommendations, custom offers, and personalized messaging that feel not only relevant but deeply intuitive. This level of personalization becomes effective precisely because it’s rooted in actual behavior and history, rather than assumptions. Consequently, the one moment when an e-commerce brand has a legitimate and powerful opportunity to replicate true one-to-one personalization is when the customer has crossed that Rubicon from stranger to buyer. It is only after a purchase has been made that the brand can confidently and credibly craft experiences that speak directly to the individual, honoring their preferences, needs, and evolving relationship with the company.

It’s critical that a personalization system is able to recognize when a customer has purchased from you and link that to their e-commerce platform profile. This allows the system to leverage that rich data to craft a one-to-one personalized experience for that specific shopper. This stage is where one-to-one personalization is not only possible but also highly effective.

BUILDING RICH CUSTOMER PROFILES FROM LIMITED INITIAL DATA

Delivering meaningful one-to-one personalization requires robust customer data, information that anonymous first-time visitors simply haven’t provided yet. This approach assumes that deep personalization can be delivered without the foundational data required to support it, which is a misconception that leads to wasted resources and underwhelming results.

However, the scenario changes dramatically once a customer has completed a transaction. At that moment, the individual shifts from being a nameless visitor to a recognized and recorded entity within the system.

With this data in hand, brands can deliver real-time product recommendations, custom offers, and personalized messaging via email and SMS that feel not only relevant but deeply intuitive. This level of personalization becomes effective precisely because it’s rooted in actual behavior and history rather than assumptions and guesswork. Consequently, the one moment when an e-commerce brand has a legitimate and powerful opportunity to replicate true one-to-one personalization is when the customer has crossed that threshold from stranger to buyer. It is only after a purchase has been made that the brand can confidently and credibly craft experiences that speak directly to the individual, honoring their preferences, needs, and evolving relationship with the company.

What is increasingly critical in this framework is including AI-generated segment information in customer profiles.

When we built Paige, one of the key principles we emphasized was that the segment Paige assigns to a buyer shouldn’t just exist in a vacuum. It needs to be carried forward and permanently recorded in the customer’s profile. That segmentation is a foundational piece of data that should live alongside the customer’s order history and behavioral signals.

To me, it’s not enough for AI to recommend products in real time based solely on current session behavior. If the buyer ends up converting and becomes a customer, e-commerce brands should be using that segment data. For example, Paige interprets their intent, interest, or persona to enrich their profile. That information should flow directly into the order data and remain accessible for future personalization efforts.

In practice, this means Paige must be able to look at a customer’s historical order data once they’ve made a purchase and use it to refine and evolve its recommendations going forward. The goal is for the system to learn continuously, not reset with every session. Storing segment data in the customer record allows Paige to create far more accurate and meaningful experiences, rooted in both who the customer was at the moment of purchase and who they’ve become over time.

This approach of enriching customer profiles with both journey data and AI-derived segment information serves two significant purposes:

1. Enhanced retention marketing and retargeting: Knowing the specific segment a customer belongs to allows for highly effective retention marketing efforts, especially through email and SMS campaigns. For example, when crafting emails, marketers can categorize all people who are part of segment XYZ and send an email specifically for customers who will respect and respond to the language that you’re using especially for that segment. This level of targeted communication significantly enhances campaign performance. Furthermore, this segment information can be used to inform retargeting efforts, allowing brands to reach customers more effectively after their initial visit or purchase.

2. AI self-learning and continuous improvement: The integration of segment data into the customer profile creates a feedback loop for the AI system. The AI learns that a particular order was made by someone in a specific segment, which reinforces the AI’s self-learning and allows it to continuously improve its personalization capabilities. This means that the system gets smarter over time, providing increasingly accurate and relevant experiences.

This richer profile, combining order history with acquisition source and AI-derived segments, is not about superfluous data collection but about enabling the AI to provide deeply personalized experiences that consider the customer’s full context.

LEVERAGING POST-PURCHASE OPPORTUNITIES

The post-purchase period is arguably one of the most valuable and often overlooked moments to engage a customer with thoughtful, timely personalization. This window, immediately after a customer completes a transaction, is charged with emotional momentum. Customers are typically riding a wave of excitement and satisfaction (what we might call being high on those shopping endorphins) as they anticipate the arrival of their purchase. In this emotional state, they’re naturally more receptive to continued interaction with the brand, making it an ideal time to deepen the relationship and build brand loyalty. It’s a psychological opportunity to reinforce the customer’s good decision and continue the conversation.

Consider this scenario: You’re in a high-end clothing store and you fall in love with an outfit. The sales associate who has been helping you walks the clothes on their hangers to the cash register. Before they ring you up, they may ask, “Do you need a pair of socks that complement this?”

In e-commerce, this phase offers a crucial opportunity to increase repeat purchases, strengthen brand affinity, and ultimately grow CLTV. Yet many brands fail to capitalize on it. In fact, the biggest and most common mistake brands make during the post-purchase phase is failing to serve relevant product recommendations. It’s a missed opportunity that should be considered a basic requirement in today’s e-commerce playbook. Offering intelligent recommendations right after a purchase is a no-brainer. Human psychology tells us that when someone makes a buying decision they feel good about, they’re often more open to making additional purchases that align with that decision.

In fact, this was studied by Ravi Dhar et al., and they termed it “shopping momentum.” “The authors support the mind-set theory [a shift that occurs after we make a purchase] by (1) demonstrating how an initial purchase induces implemental orientation and (2) by illustrating that an implementation mind-set leads to greater purchase.”20

Modern AI personalization engines take this concept far beyond traditional static suggestions. Rather than relying on generic cross-sell tactics such as “customers also bought,” today’s AI creates tailored recommendations that reflect the unique characteristics of the individual customer or their segment. It understands patterns such as what “people like you” tend to buy next, not just based on similar products but on similar behaviors, preferences, and inferred intent. For instance, if a customer purchases a pair of premium slacks from a high-end men’s fashion brand, Paige might recognize that this shopper fits into a segment that values elevated, understated style. Instead of suggesting another pair of pants, it might recommend a well-cut unstructured blazer or a pair of minimalist leather loafers—in other words, items that align not just with the product but with the customer’s identity and aspirational self-image.

This approach transforms post-purchase engagement from a utilitarian, generic upsell tactic into a deeper form of brand communication. It respects the customer’s intelligence and individuality by offering choices that feel intuitive, curated, and relevant. Ultimately, it’s about using technology not to push more products but to speak directly to who the customer is and who they’re trying to become.

Beyond immediate product recommendations, staying in touch with customers through retention marketing is crucial. Platforms such as Klaviyo and Attentive, which specialize in email and SMS marketing, can be essential tools for this purpose. It is vital that these email and SMS campaigns leverage the same segments used for acquisition, ensuring consistent and highly targeted messaging that encourages repeat purchases and larger cart sizes. The goal is to nurture the relationship formed at the point of purchase, ensuring the brand does not lose that connection.

This post-purchase engagement is about maximizing CLTV, which is the ultimate retention metric. By effectively personalizing the post-purchase experience, brands can significantly increase repurchase frequency and AOV, contributing directly to a higher CLTV.




ADDITIONAL POST-PURCHASE PERSONALIZATION EXAMPLES

BEAUTY BRAND EXAMPLE: 
THE SKIN JOURNEY APPROACH

Consider a beauty retailer that transforms first-time buyers into loyal customers through intelligent post-purchase personalization. When a customer purchases a vitamin C serum for brightening, the brand doesn’t just send a generic thank-you email. Instead, it leverages that purchase data to understand the customer’s skin concerns and goals.

Two weeks after the initial purchase, when the customer has had time to integrate the product into their routine, the brand sends a personalized email showcasing complementary products specifically for brightening and evening skin tone. As opposed to random cross-selling, the recommendations might include a gentle exfoliating toner to enhance the serum’s effectiveness, a niacinamide treatment for evening use, and an SPF moisturizer to protect their investment in brighter skin. Each product recommendation comes with educational content about why these specific combinations work together, building trust while driving additional purchases.

The sophistication goes deeper. If the customer bought the serum in winter, the brand’s AI system automatically adjusts spring recommendations to include lighter formulations and increased sun protection. If purchase patterns indicate sensitive skin based on the specific vitamin C derivative chosen, future recommendations avoid potentially irritating ingredients. This level of personalization can drive remarkable results. According to McKinsey research, companies that excel at personalization generate 40 percent more revenue from those activities than average players.21 For beauty brands specifically, this translates to customers purchasing two and a half times more frequently and spending 30 percent more per transaction when they receive truly personalized post-purchase experiences.

HOME GOODS EXAMPLE: 
THE ROOM COMPLETION STRATEGY

A furniture retailer demonstrates another powerful approach to post-purchase personalization. When a customer purchases a mid-century modern dining table, that single transaction reveals valuable style preferences that can drive months of additional purchases. Rather than immediately bombarding the customer with chair recommendations, the retailer takes a more sophisticated approach.

First, they send care instructions and styling tips specific to mid-century modern design, establishing themselves as a trusted resource rather than just another seller. A week later, they present a curated “Complete Your Dining Room” collection featuring chairs, lighting, and accessories that specifically complement the purchased table’s wood tone, scale, and aesthetic. The presentation uses room visualization tools showing the customer’s actual table styled with the recommended pieces, making it easy to envision the complete space.

But the personalization extends beyond the immediate room. The retailer’s AI recognizes that customers who choose mid-century modern dining furniture often appreciate similar aesthetics throughout their homes. Over the following months, the customer receives targeted campaigns featuring living room pieces, bedroom furniture, and decor items that share the clean lines and warm woods of their original purchase. Each communication reinforces their style identity: “For lovers of authentic mid-century design” or “Curated for your modern vintage aesthetic.”

This approach yields significant business results. According to industry research, relevant recommendations typically increase AOV by 10–30 percent compared to generic suggestions, with the exact impact depending on recommendation placement and implementation sophistication.22 Home goods retailers specifically see higher AOV when customers purchase AI-recommended room completion bundles compared to individual item purchases. The key is timing and relevance. By spacing recommendations appropriately and ensuring each suggestion genuinely complements previous purchases, brands transform what could feel like pushy sales tactics into valuable interior design guidance. The long-term impact on CLTV compounds these gains, as personalized experiences create stronger brand connections and more relevant ongoing engagement.

THE MULTIPLIER EFFECT

Both examples demonstrate a critical principle: Effective post-purchase personalization compounds value over time. The beauty brand becomes a trusted skincare advisor, increasing both purchase frequency and AOV. The furniture retailer doesn’t just move inventory; it helps customers create cohesive, beautiful homes while maximizing revenue per customer.

These strategies directly impact the three metrics that matter most: CR for repeat purchases, AOV, and, ultimately, CLTV. When brands effectively personalize the post-purchase experience using behavioral data and AI-driven insights, they create a virtuous cycle in which each transaction provides more data for better personalization, leading to higher engagement and more transactions. This is how modern e-commerce brands build sustainable competitive advantages in a privacy-first world where traditional targeting methods no longer work.



BALANCING PERSONALIZATION WITH PRIVACY

Balancing personalization with privacy is paramount, especially given the increased scrutiny on data collection in a privacy-first world. Here are my three absolute, nonnegotiable, core ethical data collection rules:

1. Consent is king: This is number one for a reason. You cannot sell, share, or otherwise move customer data from one place to another without the explicit consent of the user. Using data for a purpose other than what it was explicitly given for, or sharing it with a third party without consent, constitutes a breach of trust and is both unethical and unsustainable. This is a critical business principle, as once you lose the trust of your e-commerce customers, you most likely can never re-earn it.

2. Protect customer information: Brands must diligently protect customer data. This includes implementing robust security measures such as 2FA for e-commerce platforms and ensuring the organization is aware of potential scams. Critically, if a customer requests their data to be scrubbed and removed, the brand and its vendors must be able to do so comprehensively from all systems, including data lakes (which are, historically, not indexed), not just databases. This highlights the complexity of data management but underscores the ethical obligation. And know, your customers are watching. In fact, a YouGov survey of two thousand people showed 64 percent would be unlikely to trust a brand with their personal information again after a data breach.23 Trust, once broken, is hard to repair.

3. Avoid third-party tactics (no hacks): These include buying third-party data lists or employing digital fingerprint techniques that circumvent privacy policies. Such methods are aggressive, unethical, and ultimately damaging to your brand. They offer temporary growth spikes but are not sustainable and pose significant inventory risks if they suddenly stop working. The core issue is an unfair exchange of value. If users are not explicitly consenting or being compensated, tracking them is an infringement. We recommend directly addressing this by focusing on strategic segmentation for acquisition and the “ask them” philosophy for progressive identification, both of which respect user privacy by relying on explicit consent rather than surreptitious tracking.

PRACTICAL IMPLEMENTATION ADVICE FOR PRIVACY-FIRST PERSONALIZATION

PUTTING PRIVACY PRINCIPLES INTO PRACTICE

While these ethical principles are nonnegotiable, implementing them effectively requires specific tools, processes, and organizational commitment. Here’s how to operationalize privacy-first personalization in your e-commerce business:

IMPLEMENTING CONSENT MANAGEMENT

• Deploy a consent management platform: Choose a platform that integrates with your e-commerce stack and provides clear, granular consent options. Look for solutions that support both GDPR and California Consumer Privacy Act (CCPA) requirements, with the ability to adapt as new regulations emerge. The platform should present consent choices in plain language, avoiding legal jargon that confuses customers.

• Create progressive consent flows: Rather than demanding all permissions up front, implement a staged approach. Start with essential consents for basic functionality, then request additional permissions as customers engage deeper with your brand. For example, ask for email preferences when they sign up for newsletters, location data only when offering local delivery options, and purchase history usage when they create an account.

• Document everything: Maintain clear records of when, how, and what consent was obtained. Your system should track consent versions, timestamps, and specific permissions granted. This documentation becomes critical for compliance audits and customer data requests.

SECURING CUSTOMER DATA

• Implement technical safeguards: Beyond basic 2FA, deploy encryption at rest and in transit for all customer data. Use tokenization for sensitive information such as payment details. Implement regular security audits and penetration testing to identify vulnerabilities before bad actors do.

• Train your team: Security is also about people. Conduct quarterly training on phishing recognition, password management, and data handling procedures. Create clear protocols for accessing customer data, with role-based permissions that limit exposure to only necessary personnel.

BUILDING TRUST THROUGH TRANSPARENCY

• Create a plain-English privacy center: Go beyond the required privacy policy with a dedicated section that explains in simple terms how you collect, use, and protect customer data. Include examples of how personalization improves the customer’s experience and clear instructions for managing preferences.

• Communicate value exchange clearly: When requesting data, explicitly state what benefit the customer receives. Instead of “Sign up for our newsletter,” try “Share your style preferences to receive personalized outfit suggestions tailored to your taste and size.” This transparency transforms data collection from extraction to exchange.

MONITORING AND COMPLIANCE

• Regular privacy audits: Schedule quarterly reviews of your data practices, examining what data you collect, how it’s used, and whether it still serves a legitimate purpose. Remove data categories that no longer provide value or increase risk without providing a corresponding benefit.

• Stay current with regulations: Assign someone on your team to monitor evolving privacy regulations. Subscribe to legal updates from reputable sources, join industry associations that track compliance requirements, and maintain relationships with privacy attorneys who can provide guidance on emerging requirements.

• Measure trust metrics: Track privacy-related KPIs alongside traditional e-commerce metrics. Monitor consent rates, data request volumes, privacy policy engagement, and customer feedback about data practices. Declining consent rates or increasing data removal requests signal trust issues that need immediate attention.

By implementing these practical measures, you transform privacy from a compliance burden into a competitive advantage. The investment in proper privacy infrastructure pays dividends through increased customer trust, reduced regulatory risk, and sustainable long-term growth built on genuine customer relationships rather than surveillance capitalism.

TRUST-BUILDING PERSONALIZATION STRATEGIES

In a privacy-conscious world, building trust is paramount for personalization success. This goes beyond mere compliance and involves proactive strategies that foster a genuine, long-term relationship with customers. We have obviously discussed explicit consent and value exchange: As repeatedly emphasized, asking customers directly for information is key. But there are other trust-building strategies to deploy.

One highly effective method for building brand trust and credibility is the use of user-generated content (UGC). This includes customer reviews, product ratings, testimonials, photos, videos, and social media posts created and shared by real customers. Incorporating this type of content into your website, product pages, email campaigns, and social media presence allows prospective buyers to see how others have engaged with your brand and what their honest experiences have been.

UGC is powerful because it taps into a basic fundamental of consumer psychology: People trust people more than they trust brands. In fact, a Nielsen survey on brand trust showed that the most trusted channel is word of mouth in a brand’s favor. According to the survey on trust in ads, “88% of global respondents trust recommendations from people they know more than any other channel. What’s more, 50% more people trust recommendations than lesser-ranked channels like online banner ads, mobile ads, SMS messages and SEO ads.”24

While polished marketing messages may be informative, they often feel biased or promotional. In contrast, UGC comes across as genuine, authentic, and relatable because it’s rooted in real-world usage and emotion, and because it is usually not a paid promo but a real reaction to a real purchase. When potential customers see others like themselves enjoying a product, it is social proof and can be the nudge they need to move toward a purchase.

By showcasing UGC, whether it’s a glowing product review, a customer unboxing video, or a photo of someone using your product in everyday life, you’re reinforcing your brand’s authenticity, building emotional connection, and creating a community around shared experiences. Over time, this not only enhances credibility but also strengthens customer loyalty and increases CRs.

Trust building also occurs when personalization maintains and aligns with the brand’s voice and identity. When personalization speaks to the customer’s identity in a way that aligns with the brand, it creates a magic effect. Again, this is only possible through collaboration, not automation. While AI automates content generation and segment identification, the strategy and tactics behind personalization should still be run by human marketers. This human oversight ensures that personalization efforts remain on-brand.

MEASURING PERSONALIZATION IMPACT ON RETENTION METRICS

Measuring the impact of personalization, especially at the individual retention stage, requires focusing on metrics that truly reflect business growth and profitability. The number one retention metric is CLTV. CLTV is a composite metric that takes into account

• the customer’s first purchase price,

• how frequently they repurchase, and

• the average ticket size when they do repurchase.

Understanding CLTV is critically important for marketers, particularly in today’s changing advertising landscape where CACs have risen. Without knowing CLTV, it’s impossible to determine how much to spend on your ads to acquire a customer profitably. Brands need to get really good at this metric and continuously work to raise the bar on CLTV by driving more frequent and larger repeat purchases.

While CLTV is paramount for retention, other important metrics to track across all three stages of the personalization framework include CR and AOV.

Stage 3 of individual personalization is undeniably powerful, but its application must be precise. It is reserved for known customers who have already engaged in a purchase transaction. The efficacy of this stage is greatly amplified by building comprehensive customer profiles that integrate not only order history but also acquisition journey data and segment information. Leveraging post-purchase opportunities through smart, AI-driven product recommendations and consistent retention marketing is crucial for maximizing profits for your brand. Finally, this strategic approach to personalization is how brands can finally deliver on the promise of one-to-one experiences in today’s complex and privacy-conscious e-commerce landscape.




CASE STUDY

THE HOME GOODS BRAND

The privacy earthquake and the inability to know who its anonymous visitors were created a huge problem for a DTC home goods brand (client name withheld for confidentiality) that relied heavily on digital advertising to acquire new customers.

The problem: The story of this particular brand starts at $50 million in online sales. Unlike many brands that went all-in on Facebook ads and struggled post-privacy changes, this brand had a diversified advertising strategy, investing about 50 percent of its budget in other channels, such as podcasts, which made it more resilient. It was, however, still navigating the anonymous visitor reality.

The challenge was clear: how to build relationships and convert anonymous traffic into loyal customers in a privacy-first world, especially for high-ticket items with longer purchase cycles.

Our solution centered on progressive profiling and what we’ve called in the book “the renaissance of intelligent segmentation.” Here’s how we helped this home goods brand build relationships and drive incredible results:

Intelligent segmentation with AI (Paige): As in all our cases, our advanced AI, Paige, goes into the store’s data and automatically creates dynamic, actionable customer segment personas. Unlike old, static segmentation, Paige continuously refines these groups based on behavioral patterns on the website, even for anonymous visitors. For example, she can identify “heritage connoisseurs” or “cultural curators” based on their interests and demographics.

“Ask them what they want” strategy: For most customers, buying a $5,000 table isn’t an impulse decision. That higher-ticket item typically involves research and a longer decision time. Instead of guessing, we advocate for simply asking the customer their intent, like a sales associate in a physical store. If their intent is research, Paige tailors the website experience to provide educational content, reviews, and warranty information to build trust rather than immediately pushing for a sale. This respectful approach fosters trust and a sense of shared identity.

Smart URLs for segment-aware campaigns: We use smart URLs in advertising campaigns. If an ad is targeted to a specific segment (e.g., “design enthusiasts”), the URL carries that information, allowing Paige to serve up a personalized experience from the first visit, even if the user is anonymous. This allows us to make assumptions based on aggregated data for new visitors, which is effective when one-to-one personalization isn’t possible.

AI-generated content and product recommendations: Modern solutions don’t just identify segments; they help create tailored content and product recommendations. This is crucial for brands that lack the massive teams needed for manual content variation (the Optimizely problem).The AI learns the brand’s unique voice through conversation with the marketing team, ensuring consistency and preventing hallucinations.

The results for this home goods brand were remarkable: It saw a 40 percent increase in CLTV and scaled from $50 million to over $150 million in sales. This demonstrates the power of shifting focus to acquisition-stage personalization through intelligent segmentation and a value-first approach rather than relying on outdated tactics or invasive tracking. It’s about optimizing CR, AOV, and, ultimately, CLTV for a growth machine that truly works.
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THE NEW ECONOMICS OF AI-POWERED MARKETING

SCALE WITHOUT RESOURCE EXPANSION

FOR DECADES, THE PROMISE of personalized experiences in e-commerce has felt like a distant dream, perpetually out of reach for most brands. Marketers have longed to offer their customers the curated, intuitive journeys in the same way the giants do it, but the reality has been far more complicated and, frankly, disheartening. We’ve been stuck in a cycle of overpromising and underdelivering, and it all boils down to one fundamental issue: resources. Previous personalization efforts demanded massive teams, intricate setups, and an endless stream of content, making them financially unfeasible and logistically impossible for all but the largest enterprises.

But the game has finally changed. The new era of AI-powered marketing is here, offering unprecedented scale without requiring you to double your head count or drain your budget. This is the new economic reality of e-commerce, and it’s transforming how we approach personalization.

THE HEAVY BURDEN OF PREVIOUS PERSONALIZATION EFFORTS

The traditional approach to personalization was a monster. It was designed for a different world, one in which data was abundant, privacy concerns were minimal, and budgets seemed endless. But even in that world, most brands struggled immensely.

The core problem, as we’ve discussed, was often framed as the Optimizely problem. The issue wasn’t the technology itself. The issue was the lack of resources at the disposal of companies buying it. To effectively use A/B testing software, you needed the following:

• People who knew how to write good tests. I’m not talking about just changing a button from blue to orange (that is a bad test, obviously). You needed strategists with deep insight.

• Engineers to implement the A/B testing system on your website.

• Engineers to implement those changes (the “winning” variations) and implement those changes permanently on the website.

Suddenly, you needed a dedicated staff of perhaps four or five people just to get the system up and running and extract value. Most e-commerce companies are not technology companies. Their business model is selling products, not building complex software. They simply couldn’t afford or staff this.

This resource bottleneck meant that companies were frequently spending $100,000 to $250,000 annually on software that no one was using. When economic pressures hit, as they did during COVID-19, CFOs quickly realized this expenditure was wasteful, and many companies simply turned off Optimizely.

Personalization faced a parallel, identical problem. You could offer the best personalization technology in the world, but if you didn’t have the people to create the content, it didn’t matter. Content was the number one barrier. Creating high-quality, on-brand marketing copy for a single web page is hard enough. Now imagine trying to create dozens, even hundreds, of variations to cater to individual preferences for a one-to-one experience. Every time you added a segment, your work multiplied by the number of segments. This quickly became an overwhelming, untenable task for understaffed marketing teams.

Beyond content, there was the issue of managing complex rules. Older personalization systems relied on laborious if-then statements and manual rules. Some may have exaggerated and called this approach machine learning, but it required engineers to integrate, maintain, and change content every time a new idea emerged, so calling it machine learning was quite a stretch. It was a static, rigid system in a dynamic, ever-changing market.

In essence, the economics of previous personalization efforts were characterized by the following:

• Massive human resource requirements: This was needed for content creation, testing, implementation, and maintenance.

• A crippling content bottleneck: The sheer volume of content needed for true personalization was beyond the capacity of most teams.

• Complex, static rule management: This required constant engineering intervention, leading to technical debt.

• Slow, costly implementations: It could take months, sometimes years, to go live.

• Underutilized software: This led to wasted investment and disillusionment.

This reality created the personalization paradox we have been exploring throughout the book.

AI AS THE GAME CHANGER: HOW AI CHANGES THE RESOURCE EQUATION

This is where AI enters the picture and radically reshapes the economics of personalization. The advent of large language models (LLMs) was a turning point for us at Nacelle. We realized that if we could inject the right context into these powerful systems, we could finally solve the Optimizely problem and the content bottleneck that had plagued personalization for so long.

Our AI assistant, Paige, is at the forefront of this revolution. She fundamentally changes the resource equation by performing tasks that previously required large human teams or were simply impossible to scale:

• Automated segment identification: Paige analyzes your store’s data, understanding your brand voice, product catalog, recent consumer trends, and order history. She then automatically identifies and builds logical segments and personas tailored to your acquisition strategies. Marketers traditionally have not been the best at making personas and segments, but Paige excels at this, scanning your data to find patterns and group people logically.

• Content creation at scale: This is one of Paige’s most transformative impacts. She can generate content that is aligned with your brand voice and specific to different audience segments. Instead of needing a massive team to maintain ten or twenty different versions of your website for various personas, Paige can make this manageable. This directly solves the primary barrier to personalization: the content bottleneck.

• Eliminating manual rule management: With AI, the need for engineers to write and maintain static if-then rules is drastically reduced. Paige continuously learns and adapts based on incoming data, making product recommendations and content dynamic and self-improving. You still maintain control through a dashboard to override recommendations if needed, ensuring the brand controls the AI, not vice versa.

• Scalable customer interaction: Imagine having a mini sales associate for every person who visits your site. Previously, the cost of staffing thousands of customer service representatives for peak traffic (such as that of Black Friday) was astronomical, if not downright impossible. AI makes this scalable and affordable. Paige can engage visitors in two-way conversations, asking what they’re looking for, understanding their intent, and guiding them through your product catalog—all while maintaining your brand voice.

THE SHOCKING EFFICIENCY GAINS OF MODERN IMPLEMENTATION

The impact of AI on implementation goes beyond just reducing head count: It fundamentally changes the speed and effectiveness of personalization efforts.

For example, while traditional personalization systems could take many months or more to implement, Paige can be up and running in a few days. Remember our earlier case example of Sterling Home? Its implementation took fifteen months prior to meeting us. With AI, the technical implementation itself is often very fast, with most of the time spent collaborating with the marketing team to fine-tune the brand voice and define segment personas. This rapid time to value is unheard of with older systems.

Our customers at Nacelle consistently see a 5–12 percent increase in CRs and a 5–12 percent increase in AOV. These are real, tangible business results that directly impact the bottom line.

In terms of personnel efficiencies, we have seen as much as a 90 percent team reduction while improving results. This is exemplified by a fashion brand that, using AI-powered segmentation and content creation, was able to manage twenty-four segment-specific content variations with a lean three-person team. Before AI, this level of personalization would have required a far larger team, making it impossible to scale efficiently. This shocking efficiency gain frees up valuable human resources to focus on higher-level strategy, brand building, and other critical areas that AI cannot replicate.

Finally, before modern AI, data had to be structured (meaning categorized and labeled correctly) for reports to work. Now, AI can read, digest, and analyze unstructured data, such as plaintext notifications on the backend of your system, to provide rich insights into shopper behavior. This ability to unlock previously inaccessible data greatly improves measurement precision, especially in a privacy-first world in which traditional multitouch attribution is increasingly difficult.

BUILDING THE FINANCIAL CASE FOR AI MARKETING INVESTMENTS

For any C-suite executive, the bottom line is paramount. To build a compelling financial case for AI marketing investments, you must focus on the three metrics that truly matter:

• CR: For anonymous visitors, improving CR is critical because you’re paying to drive that traffic to your site. A 5 percent improvement in acquisition CR can skyrocket overall organizational profitability.

• AOV: AI-driven product recommendations and personalized experiences can naturally increase the value of each transaction.

• CLTV: For retention, CLTV is the ultimate metric, combining repurchase frequency and AOV. Strong personalization fuels loyalty and repeat purchases.

Consider those brands that like to say someone saw personalized content. That is a pure vanity metric. A nothingburger. Instead, focus on metrics that directly reflect business growth. An effective ROI framework for gaining executive buy-in involves the following:

• Demonstrating a direct impact on acquisition costs: It’s about the bottom line. With AI-powered strategic segmentation, CACs are lowered. A win for the brand and the bottom line.

• Proving the growth machine: When CR, AOV, and CLTV are consistently improving, you’ve built a sustainable growth machine. These core metrics are the only ones that matter.

• Utilizing pilot programs for risk reduction: For larger companies, piloting new AI technology on a smaller international site (e.g., perhaps trying it out on your UK site instead of the main US site) can significantly reduce perceived risk while still demonstrating tangible ROI before a full rollout. This allows for an apples-to-apples comparison with a control group, isolating the impact of personalization.

• Tailored dashboards for stakeholders: CEOs, for instance, don’t care about the number of people who viewed a product recommendation carousel. They care about quarterly growth and profitability. Dashboards should be designed to highlight the “big three” metrics (CR, AOV, CLTV) up front and center then delve into supporting details for other marketing roles (e.g., merchandisers might care more about CRs for new products). Understanding whether your leadership team is more data-driven or conceptual in its thinking can also help tailor presentations for maximum impact.

THE COMPETITIVE COST OF INACTION

The transition to AI-powered marketing is not a choice. Today, it’s an imperative. There’s an AI arms race already underway. The competitive cost of inaction is simply too high for any e-commerce brand that intends to thrive in the coming years.

If your company fails to adopt this new framework and execute it effectively, you risk being left behind. Your growth model, which may have worked four or five years ago, simply isn’t effective anymore.

Instead, it’s clear that early adopters of AI-powered personalization will gain a significant competitive advantage. If your competitors can solve the essential challenge of efficient customer acquisition before you do, they will race ahead of you in the market.

In addition, without leveraging AI for strategic segmentation, your CACs will continue to rise.

Finally, many companies fall victim to the sunk cost fallacy, continuing to pour money into outdated personalization systems because they’ve already invested so much. This prevents them from adopting new, effective solutions and leaves them without a realistic personalization strategy.

ORGANIZATIONAL IMPACTS: WITH AI VERSUS WITHOUT AI IMPLEMENTATION COMPARISON

Let’s visualize the stark contrast in organizational impacts:



	WITHOUT AI (TRADITIONAL PERSONALIZATION)

	WITH AI (MODERN AI-POWERED PERSONALIZATION)




	Massive teams: requires large teams of content creators, strategists, and engineers

	Leaner, more strategic teams: achieves personalization with up to 90 percent fewer people, according to our findings, freeing talent for strategy and creativity




	Content bottleneck: struggles to produce enough varied content, limiting scope and campaign impact

	Scalable content creation: AI generates brand-aligned, persona-specific content dynamically, removing bottlenecks




	Manual, static rules: relies on rigid if-then rules that are complex and create technical debt

	Dynamic, self-learning personalization: continuously adapts to customer behavior; marketers act as directors guiding AI




	Underutilized software: expensive platforms often sit idle or underused because of resource gaps 

	Maximized software utilization: AI ensures full use of personalization tech, overcoming resource constraints




	Slow implementation: projects take months or years, delaying ROI 

	Rapid implementation: can be deployed in days or weeks, accelerating growth




	Limited scalability: cannot effectively personalize for high volumes of anonymous traffic 

	Scalable customer engagement: AI acts as a mini sales associate for every visitor, including anonymous ones




	Focus on retention only: efforts mainly target logged-in users, neglecting acquisition 

	Acquisition-focused personalization: extends personalization to anonymous visitors, making ad spend more efficient




	Fragmented data and lack of insights: reliant on structured data; campaign insights often disconnected from profiles

	Enriched customer profiles and deeper insights: integrates campaign and segment data; analyzes unstructured data for richer insights





This paradigm shift is about more than efficiency. It enables growth that was previously impossible. By leveraging AI, e-commerce brands can finally deliver on the promise of personalization, not just for their loyal customers but for every anonymous visitor they pay to acquire. This is the new economics of AI-powered marketing, and it’s how winning brands will scale without limits in a privacy-first world.
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CONTENT CREATION AT SCALE

SOLVING THE CONTENT BOTTLENECK

IN THIS NEW ERA of the modern e-commerce landscape, the ability to deliver personalized experiences to customers is not just an advantage but is now a defining factor for long-term success. Shoppers now expect brands to understand their needs, anticipate their preferences, and communicate in a way that feels authentic and, importantly, human. Yet, for decades, traditional approaches to personalization have been plagued by a critical and often insurmountable barrier: content creation. The sheer volume of unique, relevant, and contextually appropriate content required to support personalized experiences has consistently slowed or even derailed these efforts.

A report by IBM on the future of e-commerce lays out the new reality, though:

“Leading CEOs increasingly view artificial intelligence as a crucial competitive tool. And, when combined with other advancements such as augmented reality and virtual reality, IoT, passive transactions and voice commerce, AI creates new ways of communicating with consumers.

“We see this transformation not just as an opportunity but as an imperative to remain competitive in a rapidly changing global landscape. To succeed, companies must harness the power of technology to drive revenue growth, reduce costs, improve conversion rates and enhance customer retention. All while positioning themselves as trusted, relevant and convenient partners for their customers.”25

Content has historically stood as the number one impediment to effective personalization, to being that trusted, relevant, and convenient partner, because producing it at scale requires immense resources, coordination, and expertise. Marketers and creative teams have struggled to generate enough variation in messaging, imagery, and storytelling to truly engage diverse customer segments. But now, with the rapid advancement of AI, this roadblock is being redefined. AI is transforming how businesses can generate content at scale. These new tools can not only produce material more quickly but also maintain consistency with a brand’s established voice and identity. Nacelle’s Paige does just that.

But beyond sheer speed and volume, AI emphasizes the crucial role of protecting and refining brand voice, which is a challenge that has often been overlooked in earlier personalization efforts. It provides the ability to adapt tone and style dynamically, ensuring that even as content proliferates across multiple channels and customer segments, it still feels cohesive and true to the brand. This shift enables businesses to move from a fragmented, one-size-fits-all communication strategy to one that feels carefully tailored and highly relevant to each customer interaction.

At the same time, AI systems now make it possible to create and manage segment-specific content with far greater precision. Rather than relying solely on broad categories or generic templates, brands can deploy AI tools that generate nuanced campaigns aligned with particular customer journeys, behaviors, and motivations. This unlocks opportunities for more meaningful engagement and ensures that personalization extends beyond surface-level adjustments into genuinely resonant experiences.

Finally, the evolution of AI-driven content generation demands robust quality control frameworks. As businesses scale their use of AI, it becomes essential to monitor for accuracy, relevance, and alignment with ethical standards. These frameworks serve as the guardrails that keep personalization from feeling automated or inauthentic and help ensure that AI-generated material enhances rather than undermines trust. In this way, AI is not just solving the old problem of content bottlenecks. Instead, it is creating a new standard for how personalized experiences can be delivered, managed, and optimized in the modern e-commerce ecosystem.

WHY CONTENT HAS BEEN THE NUMBER ONE BARRIER TO PERSONALIZATION

For decades, the promise of personalization in e-commerce has captivated marketers, allowing them to envision a future in which every customer receives a tailored experience akin to the best in-store service or the curated recommendations of industry giants. However, this vision has remained largely unfulfilled, and a primary reason is the immense challenge of content creation.

The core issue lies in the Optimizely problem we’ve previously discussed. Without dedicated data scientists, marketers skilled in testing, and engineers to create and implement changes, businesses ended up paying for expensive software that was never fully utilized. This exact same problem plagued the personalization market for at least fifteen years in e-commerce. You can have all the great personalization technology in the world, but if you don’t have enough people to create and maintain the rules, or to implement the necessary code, it won’t work.

Beyond the Optimizely problem, content creation is inherently resource intensive. It is exceptionally difficult to create good, high-quality marketing copy that is on-brand and speaks effectively to specific customer segments. This process requires significant time and care from human writers. Once the copy is created, the next challenge is getting it integrated into the website, ensuring it fits correctly, and making sure it looks visually appealing.

The issue is further exacerbated by scalability challenges. While maintaining a single version of a website is already demanding, personalization often calls for multiple versions of a website tailored to different customer segments. Every time a new segment is added, the amount of work multiplies by the number of segments times the number of pages. If a brand aims for twenty personas, creating twenty different versions of the website, each with unique content, becomes a completely unrealistic undertaking for most e-commerce teams. This is a massive content resource issue on top of the engineering resource issue (see Table 9.1).

TABLE 9.1: TWENTY E-COMMERCE PERSONAS AND TAILORED APPROACHES



	PERSONA

	DEFINING TRAITS

	TAILORED E-COMMERCE APPROACH




	1. Trend seeker

	Young, plugged into social media, wants the latest looks

	Highlight new arrivals, influencer tie-ins, and urgency messaging (“just dropped”)




	2. Value hunter

	Price-sensitive, compares deals across sites

	Prominent discounts, bundles, loyalty points, and price match guarantees




	3. Sustainability shopper

	Eco-conscious, researches supply chains

	Showcase eco-certifications, recycled packaging, and brand sustainability stories




	4. Heritage connoisseur

	Values tradition, craftsmanship, and legacy brands

	Emphasize heritage storytelling, artisan details, and “since [year]” brand messaging




	5. Fitness enthusiast

	Health-driven, active lifestyle

	Product benefits tied to performance, user guides, and athlete endorsements




	6. Comfort seeker

	Wants practicality and ease over style

	Feature ergonomic design, fabric softness, easy returns, and comfort reviews




	7. Luxury buyer

	High disposable income, status-driven

	Personalized concierge chat, exclusive previews, limited edition items




	8. Bargain browser

	Not urgent, enjoys “the hunt”

	Flash sales, treasure hunt promotions, daily deals, clearance callouts




	9. Busy parent

	Needs efficiency, kid-friendly solutions

	Quick reordering, bundles, family packs, and parental community reviews




	10. DIY maker

	Hands-on, loves customizing

	Offer personalization tools, “build-your-own” options, and how-to content




	11. Tech early adopter

	Loves gadgets, tries new tools first

	Highlight innovation, detailed specs, AR/VR demos, and preorder access




	12. Minimalist 

	Rejects excess, seeks functional essentials 

	Curated product selections, neutral aesthetics, “fewer, better” messaging




	13. Regional loyalist 

	Proud of local culture or region 

	Geo-personalized product displays, local shipping stories, regional pride campaigns




	14. Nostalgia buyer 

	Connects through retro or childhood memories 

	Retro collections, throwback designs, storytelling anchored in past decades




	15. Gift shopper 

	Buys primarily for others 

	Curated gift guides, gift wrapping options, reminders for important dates




	16. Student on a budget 

	Cash-strapped but aspirational 

	Tiered pricing, student discounts, financing options, campus ambassador tie-ins




	17. Career professional 

	Career-focused, wants polished look 

	Showcase work-ready products, day-to-night versatility, reviews from peers




	18. Outdoor explorer 

	Nature-driven, adventure lifestyle 

	Rugged imagery, performance guarantees, weatherproofing details




	19. Social cause supporter 

	Shops for impact, supports activism 

	Partner with nonprofits, show cause-based initiatives, “portion of proceeds” messaging




	20. Time-starved urbanite 

	Fast-paced city lifestyle, prioritizes convenience

	One-click checkout, same-day delivery, clear time-saving benefits





Furthermore, traditional personalization systems often rely on static rules that require constant manual updates. This involves engineers writing if-then statements or custom code for specific customer behaviors or demographics. This sort of custom coding leads to systems that might claim many capabilities, but they are merely custom solutions for one client, not integrated product features. This creates a long-term consequence for merchants: Static rules quickly become legacy issues that are difficult to manage and maintain as a brand grows and learns. Marketers need dynamic rules that continuously change and adapt as the system gathers more data without requiring an engineer for every modification.

Finally, technical impediments such as slow page load speeds undermine personalization efforts. Traditional personalization often involves piling on numerous third-party apps, which have no regard for page load speed. The slower a page loads, the lower the CR. The lack of awareness of these systemic issues highlights a significant gap between the promise of personalization and its reality.

THE CRITICAL IMPORTANCE OF AI UNDERSTANDING BRAND VOICE, OBJECTIVES, AND STRATEGY

This understanding of brand voice and all that is entailed based on the AI your company chooses is critical for several reasons:

1. Protecting brand equity: For DTC brands and e-commerce businesses, brand equity is arguably their most important asset. In a competitive market in which customers can easily buy products from large retailers such as Walmart or Amazon, they choose to buy directly from a brand because of what that brand represents, whether that’s its identity, values, or unique voice. Misrepresenting this brand identity, even slightly, can severely undermine its value and damage its reputation. Marketers are keenly aware that the name of the brand is all that matters.

2. Building and maintaining trust: A primary concern for marketers when adopting AI is whether they can trust the AI to speak directly to their customers in a manner consistent with their brand. This trust factor is essential when discussing AI solutions. Customers are more willing to share information when they are transparently asked and receive value in return compared to passive tracking. If AI-generated content sounds generic or off-brand, or even hallucinates facts, it can quickly erode customer trust and brand loyalty.

3. Providing essential context: General-purpose AI models, such as ChatGPT, lack the specific context necessary to generate on-brand content. If a marketer simply asks a general AI to “make me content” for their brand, it won’t know the intricate details of the brand’s voice, objectives, target audience, or overall strategy. This absence of context means the content is unlikely to be accurate or effective.

Sophisticated AI tools such as Paige are designed to overcome these challenges by prioritizing brand understanding. Paige’s process begins by deeply understanding the e-commerce store, its product catalog, and its brand voice (we’ll explore exactly what this entails in the next section). This foundation allows her to then work with marketers to identify the specific persona segments they want to target. Once Paige has gathered all this context, she is well-equipped to conduct conversations with shoppers comfortably and generate content that aligns with the brand.

However, the human element remains crucial. I think it’s important to address that, yes, you can eliminate some human positions because of streamlined content creation, but you still need humans. Freeing people up affords them the time to consider the overall strategy, tactics, and presentation of AI-powered marketing. Marketers need to engage in a two-way conversation with the AI, providing feedback and making adjustments to ensure the content is perfectly aligned with the brand. This collaborative approach, rather than full automation, is a big overlying thesis of this book. It is how to work with your AI.

Finally, strict security rules are essential for AI agents. AI systems such as Paige are trained on security rules to ensure they only perform actions they are intended to do. This prevents scenarios in which AI might generate spam emails or unauthorized discount codes, which could cause irreparable harm to a brand’s reputation. The ability to control what the AI does and does not do is paramount for maintaining trust and brand integrity.

TRAINING AI SYSTEMS TO CREATE ON-BRAND CONTENT

Training AI systems to accurately create and maintain a brand’s voice is a collaborative and iterative process, moving beyond simple automation to a partnership between human marketers and intelligent machines. (OK, it sounds futuristic, and it is, only it’s now.)

The initial step in this process, as implemented by an AI such as Paige, involves generating a first draft of the brand voice. When Paige is first connected to an e-commerce store, she analyzes the existing data, including product descriptions, website copy, and potentially other brand assets, to surface a proposed brand voice. This preliminary draft is based on what the AI can glean from the available information.

Following this initial draft, human marketers engage in a two-way conversation with Paige to refine and edit the brand voice. This is a crucial stage because AI will never get it 100 percent right the first time. Marketers provide specific instructions, identifying what the AI got wrong and suggesting additions or removals. For instance, with Paige, we see instructions such as, “We use this term not this term.” This iterative feedback loop is vital for tailoring the AI’s output to the brand’s precise tone, style, and vocabulary. This is comparable to how a human sales associate at a company such as Abercrombie & Fitch is given very strict guidelines on how to speak about products and the brand to protect its equity value. As another example, Berkshire Hathaway HomeServices has a 145-page set of brand guidelines.26

Once the brand voice is refined and approved by the marketing team, it becomes the centerpiece of everything Paige does going forward. This ensures that all subsequent AI-generated content, whether it’s product descriptions, marketing copy, or conversational responses, adheres to the established brand guidelines. This persistent application of the brand voice across all touchpoints is what enables us to execute our personalization strategy effectively.

The focus on training AI for brand voice is so critical because of the potential for AI hallucinations. While an e-commerce-specific AI should not hallucinate products (as it works directly with the store’s existing product catalog), it can go off script when it comes to generating text that aligns with the brand voice. The collaborative training process helps minimize this risk, but a policy of containment for such occurrences may still be necessary, accepting a very small percentage of instances when the AI might be a little off on the branding. However, this robust training and feedback mechanism ensures that the AI serves as a trusted brand representative rather than a rogue content generator.

For pre-generated content, where a human is in the loop, the quality control framework involves human review and approval. Before content is saved and deployed, a human marketer can approve it and request changes from the AI if anything is wrong. This provides a critical safeguard, allowing for fine-tuning of the brand voice and ensuring factual accuracy.

A crucial element for continuous improvement is a feedback mechanism within the AI system. The AI needs to learn from actual customer interactions and order data. For example, if an order is purchased by someone in a specific segment, and that purchase aligns with the AI’s recommendations, this reinforces the AI’s self-learning. This flywheel effect allows the AI to continuously improve its segment identification and content generation, leading to better conversions over time.

Finally, marketers must retain the power to override AI decisions through an intuitive dashboard, without needing engineers. This ensures that the brand ultimately controls the AI and not vice versa. If a merchandiser decides that the AI should “never recommend this with that” (e.g., a specific product with another), they should have the capability to implement that override easily. This human oversight is vital for maintaining strategic control and adapting to evolving brand needs or market trends.

MAINTAINING BRAND VOICE ACROSS AUTOMATED CONTENT

Maintaining a consistent and authentic brand voice across all automated content is essential for preserving brand equity and fostering customer trust. This challenge is significantly amplified when dealing with personalized, segment-specific content generated by AI.

The primary goal is to ensure 100 percent brand voice representation. If the AI misrepresents the brand, it directly undermines the value that the brand has painstakingly built. This is why the collaborative training process with AI, as described in the previous section, is so vital. It establishes a clear framework that the AI must adhere to for all content generation.

AI systems such as Paige enable the creation of segment-specific language and product descriptions while staying true to the overarching brand voice. Instead of a one-size-fits-all approach, the AI can generate nuanced content that resonates with different customer groups. For example, a fashion brand might use certain language for a “heritage connoisseur” segment that differs from the language used for “yoga enthusiasts,” all while maintaining the core brand identity. This can involve showing different images or even adjusting product descriptions and recommended items based on a segment’s identified interests and behaviors.

Beyond direct product communication, AI assists in generating richer, more in-depth content that reinforces the brand’s identity and values. By the way, I want to emphasize the importance of blogging and creating content that goes deeper into the story, exploring the identity of the brand, and sharing stories of consumers who have purchased the product. This contrasts with superficial content that might be easily replaced by AI overviews in search results. By providing this deep, new content, brands not only enhance their SEO for traditional search engines but also ensure that AI agents learn about their brand’s uniqueness, mission, and values. This positions the brand to appear in discovery conversations between the consumer and AI.

In this context, the role of generative AI becomes a collaborative, rather than purely automated, effort. Marketers act as directors, guiding the AI to produce content that aligns with the brand’s strategic vision. The AI learns and adapts through feedback loops, ensuring that what it generates is not just voluminous but also consistently on-brand and effective for the target segments. Ultimately, AI transforms the daunting task of scaling brand-consistent content into a manageable and highly impactful process, allowing brands to speak personally to a diverse audience while maintaining a unified and authentic voice.

SEGMENT-SPECIFIC CONTENT THAT CONVERTS SHOPPERS

The ultimate goal of content creation at scale, particularly in the AI era, is to drive conversions by delivering highly relevant, segment-specific experiences. This involves tailoring product recommendations as well as the entire digital storefront experience based on an understanding of different customer segments.

AI’s ability to create tailored experiences means that e-commerce brands can dynamically adapt various elements of their websites for different customer groups. This includes the following:

• Content personalization: Brands can generate segment-specific blog articles, custom buying guides, adaptive FAQ sections, and tailored size/fit guidance.

• Navigation and imagery: Brands can modify website navigation, showing different images, or using adaptive grid layouts based on device and segment. While AI can generate images, current technology often prohibits the creation of real-world branded products because of copyright issues. However, marketers typically have ample photography and prioritize brand voice and product catalog consistency over AI-generated imagery.

• Pricing and promotions: Brands can offer custom discount offers, urgency messaging, or incentives tailored to specific acquisition segments.

The relevance of content is a key driver of conversions. By understanding that visitors arriving from an ad campaign targeting outdoor adventure enthusiasts might be interested in camping gear or weatherproof items, the website can immediately display relevant content and products rather than a generic home page. Similarly, if a visitor arrives from an influencer campaign about boots, the site should show boots immediately, possibly featuring the influencer, along with other items that complement the boots and are favored by similar followers. This reframes segmentation as a sophisticated form of personalization because it tailors the experience for a group, providing content that is efficient enough to generate CR increases.

Intent-based content is another critical aspect, especially for higher-ticket items. For an expensive product, a customer’s initial intent is often to research, not immediately purchase. In such cases, the AI should recognize this intent and provide educational content (such as shipping information, reviews, assembly guides, or relevant articles) instead of aggressively pushing a sale. This builds trust and aligns with the customer’s journey. Conversely, if the intent is clearly to buy (e.g., searching for a discount for a product), the AI should prioritize product recommendations and conversion-focused content.

•  •  •

Ultimately, we hear over and over that “content is king.” Yet, in e-commerce, brands need unique content for every segment, campaign, and customer stage, making content creation at the required scale impossible … until now.
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SELECTING AND IMPLEMENTING AI MARKETING SOLUTIONS

A DECISION FRAMEWORK FOR CMOS

MARKETERS HAVE LONG DREAMED of a future in which every customer feels seen and understood, receiving a tailored experience akin to the curated recommendations powered by user accounts and behavioral data. However, as we have established, the reality has been far different, plagued by the immense challenge of creating content at scale and lacking the necessary resources to effectively utilize personalization technology. As we stand on the precipice of the AI commerce revolution, the landscape for e-commerce personalization is undergoing a significant transformation. This new era, marked by advancements in AI and a shift toward a privacy-first world, demands a new approach, particularly from chief marketing officers (CMOs).

As a CMO navigating this complex technological landscape, your role is pivotal. You’re not just evaluating new software. You are shaping the future of your brand’s customer engagement and, ultimately, its profitability. The decision-making process for selecting and implementing AI marketing solutions requires a robust framework, one that cuts through the hype and focuses on what truly drives business outcomes. The goal is to maximize the benefits of AI-driven efficiency while safeguarding your brand’s integrity and ensuring a sustainable growth model.

The traditional playbook for personalization is, frankly, broken. It’s a misconception to believe that most e-commerce brands can or should apply the one-to-one personalization strategies of the giants, especially when it comes to new customer acquisition. Most visitors to your website are anonymous, and expecting to use one-to-one strategies for them is unrealistic and a waste of time, money, and potentially your reputation. This fundamental misunderstanding has led many companies to apply retention strategies to acquisition problems, which simply don’t fit.

My overarching thesis, and indeed the entire premise of this book, is that personalization for acquisition is possible and effective, but it must be reframed through intelligent segmentation powered by AI. This requires a Three-Stage Personalization Framework: strategic segmentation (for acquisition), progressive identification (for consideration), and individual personalization (for retention). As a CMO, your decision-making framework must align with this new paradigm, ensuring that any AI solution you consider is designed to address the specific challenges and opportunities of each stage, especially that crucial first stage of acquisition.

EVALUATING THE TECHNOLOGICAL LANDSCAPE WITHOUT THE HYPE

The AI landscape is awash with hype, and it’s easy to get lost in the noise. Many vendors will claim their solutions can transform your brand into the next Amazon, promising magical, plug-and-play personalization for every scenario. But you must approach these claims with a healthy dose of skepticism.

One of the biggest red flags to watch out for is vendors who blur the lines between acquisition and retention, which we discussed back in chapter 3. They’ll promote one-to-one personalization strategies that are only effective for known customers (retention) and try to apply them to anonymous visitors (acquisition). This is a blur-the-lines trick born from economic incentives, and it leads marketers to burn money on things that don’t work. For instance, you might see claims such as the ability to “algorithmically match content, products, and offers to each customer’s preferences and future behavior using AI across any digital channel.” While this might be true for retention, it’s not for new customer acquisition because you simply don’t know who those shoppers are. This is a lie, plain and simple, and you need to be aware of it before spending money on something that simply doesn’t work the way it promises.

In addition, any AI solution you consider must directly address the issue of the content and resource bottleneck (covered in the previous chapter). If a vendor doesn’t acknowledge and offer a clear solution for this historical challenge, their promises are likely to fall flat.

Furthermore, be wary of any company that promises to do everything. My experience suggests that AI allows tech companies to go deeper as opposed to wider. Vendors claiming to be a one-stop shop for all your AI needs should be viewed with skepticism, as true expertise often lies in specialized, focused solutions.

A crucial question to ask any vendor pitching an AI solution is this: “Was your personalization technology available and built before November 30, 2022?” You may be thinking, “Gosh, Brian, that seems pretty specific.” However, this date marks the public release of ChatGPT and represents a significant inflection point in AI capabilities. Companies that built their core underlying product after this date are more likely to leverage modern, generative AI approaches that truly solve the content bottleneck and can adapt to a privacy-first world. Older systems, even if they’ve rebranded with AI buzzwords, struggle to change their fundamental architecture and may still rely on outdated, resource-intensive methods.

Finally, you must prioritize metrics that matter. Many vendors will promote vanity metrics, such as the percentage of people who saw personalized experiences. While these might sound impressive, they distract from the core problem: driving genuine business growth. Instead, focus on CR and AOV for acquisition and CLTV for retention. These are the real-deal metrics that indicate actual revenue and profitability, and your chosen AI solution should have a clear path to impact.

THE ESSENTIAL CAPABILITIES VERSUS NICE-TO-HAVES

When evaluating AI marketing solutions, it’s critical to distinguish between essential capabilities that drive new customer acquisition and actual ROI and nice-to-haves that might be impressive but don’t move the needle for your business.



	ESSENTIAL AI CAPABILITIES FOR ACQUISITION

	CAPABILITIES TO BE WARY OF




	Intelligent segmentation: AI builds behavior-, context-, and intent-based segments from your product catalog, site copy, and campaign data. It enables ad-targetable personas that go far beyond demographics.

• Behavioral: what visitors do (cart activity, product views)

• Contextual: when/how they arrive (traffic source, campaign intent)

• Intent-based: what they’re trying to accomplish (research versus ready-to-buy)

	One-to-one personalization for anonymous visitors: This is a common vendor claim, but it is fundamentally flawed for customer acquisition. True one-to-one personalization is a retention strategy, not an acquisition solution.




	Content creation at scale (brand voice integrity): Eliminates the content bottleneck

• Generates on-brand copy at scale

• Preserves brand voice and identity

• Allows human feedback/refinement

• Reduces hallucinations by using product catalog and brand-trained data

	General-purpose AI without brand context: Tools such as ChatGPT can produce generic copy, but without deep brand alignment, outputs risk being off-voice, inaccurate, or ineffective.




	Product recommendations: Core to conversion

• Acquisition: tailored suggestions based on inferred behaviors and intent

• Retention: evolves with customer history for one-to-one personalization

	Solutions requiring heavy manual rules or engineering input: Old-style if-then setups recreate the Optimizely problem, draining resources and creating technical debt.




	Human control and oversight: Marketers remain “directors,” with AI as the “actor”

• Dashboard overrides (no engineers needed)

• Human in the loop for ad spend

• Ensures AI aligns with strategy, messaging, and brand goals

	Vendors ignoring AI hallucinations: Generic AI may invent products or stray from brand script. A serious e-commerce solution must prevent hallucinations and contain errors, especially in brand voice.





BUILD VERSUS BUY CONSIDERATIONS

For e-commerce brands, the “build versus buy” decision for AI marketing solutions is a critical one. My strong opinion is that, for the vast majority of e-commerce businesses, buying an AI solution is almost always the superior choice over building one in-house.

First of all, e-commerce brands are not tech companies. Your core business is selling products and building a brand, not developing complex AI infrastructure. The data makes this crystal clear: The average salary for an AI data scientist is $199,412 per year in the United States, with senior-level positions commanding $220,000 to $300,000+ per year.27 Building an in-house AI team requires multiple specialists. You need data scientists, machine learning engineers, AI developers, and dedicated marketers skilled in testing. Data science salaries increased by an average of 2.5 percent year over year, and job postings requiring generative AI skills jumped by 267 percent from early 2023 to February 2024, creating intense competition for talent.28

Consider the math: A minimal AI team of just three specialists (one senior data scientist at $250,000 and two mid-level engineers at $180,000 each) costs over $610,000 annually in salaries alone, before benefits, infrastructure, or training costs.29 That’s four to six times the typical cost of a comprehensive software-as-a-service (SaaS) AI solution. Diverting these resources to become an AI development house distracts from your primary mission. By buying, you free up your internal teams to focus on what they do best: marketing, merchandising, and customer engagement.

In addition, building an AI system that can effectively identify segments, generate content, and provide recommendations requires deep expertise in both e-commerce and AI technology. This is a highly specialized field, and most internal tech teams lack this specific, dual expertise. At Nacelle, building these systems is our focus.

In fact, those at the forefront of AI know that AI is not a onetime build. It’s a living and breathing system that requires constant updates. It’s like buying a puppy and then thinking you never have to feed it or take it outside. The reality of maintaining AI translates into a significant ongoing cost and burden. Additionally, the AI landscape is changing rapidly. What you build today could be outdated tomorrow. Keeping an in-house solution competitive with cutting-edge advancements from specialized vendors would be a continuous uphill battle. Specialized AI vendors are constantly innovating, allowing you to leverage the latest advancements without the R&D burden.

As we’ve mentioned before, to build and maintain an AI system internally would require hiring a team of data scientists, dedicated marketers skilled in testing, and engineers to create, implement, and manage changes. This is a massive content resource issue on top of an engineering resource issue. While an SaaS subscription has a cost, it’s typically far less than the combined salaries, infrastructure, and maintenance costs of an in-house development team. These are resources that could be far more effectively used to enhance your product, deepen your brand, or optimize your core e-commerce operations.

Finally, without a dedicated focus on maintaining cutting-edge architecture, in-house solutions can quickly accumulate technical debt, making future changes and integrations even more difficult and costly. Dedicated AI solutions are designed for quick implementation and rapid deployment, often delivering measurable results in weeks, not months or years. Reputable vendors offer solutions already integrated with major e-commerce platforms, backed by teams of experts to ensure smooth implementation and ongoing support. No technical debt required.

For most CMOs at e-commerce brands, the decision should be clear: Focus your resources on branding and selling your product and partner with specialized AI companies to handle the complex technology of personalization.

INTEGRATION REQUIREMENTS AND HIDDEN COSTS

The ease of integration and the presence of hidden costs are often overlooked factors that can make or break an AI marketing solution. A bright and shiny demo can be incredibly persuasive, but it’s crucial to look under the proverbial hood.

KEY INTEGRATION CONSIDERATIONS

1. Platform specificity: A critical question to ask is whether this technology was built specifically for the e-commerce platform you use. For example, Nacelle’s Paige was built specifically for Shopify. Solutions built broadly for many platforms may not integrate as seamlessly without significant custom work, leading to technical headaches and increased costs. A platform-specific solution means a smoother, more efficient integration process.

2. Minimal code implementation: Be highly skeptical if a vendor’s solution requires extensive custom code to integrate into your storefront. This is a major red flag. Excessive coding slows down your time to market (remember, in many cases, Paige can be implemented in a week!), increases your costs, and creates a dependency on a team of engineers (either in-house or from external agencies) to make any future changes. Modern AI solutions, especially those designed to solve the Optimizely problem, should minimize the need for manual coding, automating much of the implementation process. The goal should be to update automatically, take in data, learn, and adapt without constant engineering intervention.

3. Speed of implementation and time to value: An essential question is, What is the typical timeline for implementation? And critically, I advise anyone considering purchasing an SaaS AI to ask for three different references of people who actually installed it. Vendor promises often diverge wildly from implementation realities. A solution such as Paige, for instance, can be technically implemented in a week, with the majority of the time spent on refining the brand voice and segmentation with the marketing team. This rapid deployment contrasts sharply with older systems that could take ten to fifteen months to implement, representing an enormous opportunity cost.

HIDDEN COSTS TO WATCH FOR

1. The real capabilities gap: This is perhaps the biggest hidden cost. Many personalization software solutions, especially older ones, boast impressive technological capabilities but fail to mention the substantial human resources (people, data scientists, dedicated marketers, engineers, content creators) required to fully utilize them. This is precisely the Optimizely problem resurfacing. You might be paying for expensive software that remains largely unutilized because your team lacks the capacity or expertise to manage it. A true AI solution should reduce, not increase, your human resource burden for content creation and implementation.

2. Ongoing maintenance and management: As discussed, AI systems are not static. They require continuous maintenance and adaptation. If the solution you choose demands constant manual adjustments or engineering changes post-implementation, those are hidden, ongoing costs that will eat into your ROI. Look for systems that are designed to be self-learning and self-updating, minimizing manual intervention.

3. Technical debt: Solutions that require custom code or complex workarounds to fit your existing tech stack can create technical debt. This debt will incur future costs for maintenance, upgrades, and compatibility issues down the line. Prioritize solutions that offer clean integrations and minimal custom development.

By asking the right questions about platform specificity, code requirements, and typical implementation timelines, and by being acutely aware of the real capabilities gap, CMOs can uncover potential hidden costs and select solutions that offer true value without unexpected burdens.

TIME-TO-VALUE EXPECTATIONS AND MEASUREMENT

A key driver for adopting AI marketing solutions is the promise of efficiency and measurable results. However, simply implementing a solution isn’t enough. You need clear time-to-value expectations and a robust framework for measuring impact.

Rapid time to value: Modern AI solutions should offer a significantly faster time to value than traditional personalization systems. Instead of months or years for implementation and seeing results, you should expect to see measurable impact within weeks. This rapid feedback loop is crucial in a fast-paced e-commerce environment, allowing for quick iteration and optimization.

Comprehensive measurement framework: Importantly, proving success requires a comprehensive measurement framework that moves beyond vanity metrics to focus on real business outcomes.

1. Track stage-appropriate KPIs and metrics:

[image: imgbox.jpg] Strategic segmentation (acquisition, stage 1): For anonymous visitors, the most important metrics are CR and ROAS. You’re paying good money to drive this anonymous traffic, so you need to ensure it converts efficiently. AOV is also a critical metric to track for increasing revenue from repeat purchases. At this stage, it’s often futile to attempt complex multitouch attribution. Instead, focus on getting a rough sense of your ROAS for the segment.

[image: imgbox.jpg] Progressive identification (consideration, stage 2): As visitors move from anonymous to known, metrics related to data exchange and engagement become important. CR to checkout is still key, but also track the percentage of visitors who willingly exchange information (e.g., email sign-ups for discounts, quizzes for recommendations).

[image: imgbox.jpg] Individual personalization (retention, stage 3): Once a customer has purchased, the paramount metric is CLTV. This combines repurchase frequency and AOV and indicates the long-term profitability of your customers.

2. Test methodologies that isolate impact: To truly understand the impact of your AI personalization efforts, you need robust testing. A common and effective method is to run A/B tests by sending a percentage of your traffic to a control group (no personalization) and another percentage to experience the AI-driven segmentation. By comparing the CRs, AOV, and other KPIs between these groups within the same timeframe, you can isolate the impact of personalization. This apples-to-apples comparison provides concrete evidence of ROI.

3. Build dashboards for different stakeholders: Marketing organizations in DTC brands are often fragmented, with different roles having different priorities. Your measurement framework should account for this by building tailored dashboards for various roles: merchandisers, media buyers, leadership team, etc.

4. Use AI to improve measurement precision: In a privacy-first world in which traditional attribution models are broken (e.g., because of the demise of third-party cookies and first-party cookies lasting only seven days), AI can enhance measurement precision. By analyzing unstructured data, AI can parse through text (e.g., customer feedback, reviews) to create reports, offering more context about how customers discovered your website and which campaigns are working. While it won’t restore 100 percent of the lost knowledge, it provides enough insight to inform profitable decisions.

TECHNOLOGY EVALUATION CHECKLIST

This checklist helps CMOs evaluate AI marketing solutions based on what matters most for their specific situation. Not all criteria are equal, so we’ve organized them by priority level.

CMO EVALUATION FRAMEWORK FOR AI-DRIVEN PERSONALIZATION

Critical Deal-Breakers (Must Have All)

These are nonnegotiable. If a vendor fails any of these, move on immediately.

[image: imgbox1.jpg] Privacy-first approach: avoids third-party data tactics and respects user consent

[image: imgbox1.jpg] Built after November 30, 2022: uses modern generative AI, not outdated technology

[image: imgbox1.jpg] Reduces resource burden: actually solves the Optimizely problem rather than creating it

[image: imgbox1.jpg] Platform-specific design: built for your e-commerce platform (Shopify, BigCommerce, etc.), not generic software requiring heavy customization

[image: imgbox1.jpg] Real business metrics: tracks conversion, AOV, and CLTV rather than vanity metrics

[image: imgbox1.jpg] Implementation in weeks, not months: fast time to value with references to validate

High Priority (Should Have Four or More of Six)

Missing one or two of these might be acceptable depending on your specific needs.

[image: imgbox1.jpg] Three-stage framework: addresses acquisition, consideration, and retention separately

[image: imgbox1.jpg] Intelligent segmentation for anonymous visitors: not trying to do impossible one-to-one personalization

[image: imgbox1.jpg] Automatic segment identification: AI discovers segments without manual setup

[image: imgbox1.jpg] Content generation at scale: creates on-brand copy without massive human effort

[image: imgbox1.jpg] Minimal custom code: avoids technical debt and engineering dependencies

[image: imgbox1.jpg] Self-learning system: improves over time without constant manual updates

Medium Priority (Nice to Have)

These differentiate good solutions from great ones.

[image: imgbox1.jpg] Two-way brand voice refinement: allows iterative improvement of AI output

[image: imgbox1.jpg] Product recommendation intelligence: goes beyond basic bestsellers

[image: imgbox1.jpg] Dashboard control for marketers: no engineers needed for changes

[image: imgbox1.jpg] E-commerce-specific AI: prevents hallucinations by sticking to your catalog

[image: imgbox1.jpg] Custom stakeholder dashboards: tailored views for different roles

[image: imgbox1.jpg] A/B testing capabilities: built-in tools to isolate personalization impact

Evaluation by Company Stage

For growing brands ($5–50 million revenue):

• Prioritizes speed of implementation and low resource requirements

• Focuses on critical and high-priority items only

• Can sacrifice some medium-priority features for lower cost

For established brands ($50+ million revenue):

• Should achieve all critical and high-priority items

• Expect most medium-priority features

• May need additional enterprise features such as advanced integrations

For resource-constrained teams (fewer than five marketing staff):

• Implementation timeline becomes even more critical

• Self-learning capabilities are essential

• Dashboard control without engineering is mandatory

Scoring Guide

Ready to buy:

• All critical deal-breakers

• At least four high-priority items

• At least three medium-priority items

Worth further discussion:

• All critical deal-breakers

• At least three high-priority items

• Missing features have clear workarounds

Keep looking:

• Any critical deal-breaker missing

• Fewer than three high-priority items

• Vendor promises future features rather than current capabilities

By using this weighted approach, CMOs can quickly eliminate unsuitable vendors while identifying solutions that match their specific needs and constraints.

By thoroughly answering these questions, CMOs can make informed decisions, select solutions that truly meet their strategic goals, and avoid common pitfalls in the rapidly evolving AI marketing landscape.


 

[image: imgchap11.jpg]

THE FUTURE OF E-COMMERCE PERSONALIZATION

STAYING AHEAD OF THE CURVE

THE WORLD OF E-COMMERCE is constantly evolving, with a dynamic landscape shaped by technological innovation and shifting consumer expectations. For decades, the promise of personalization has dangled before marketers like a captivating mirage, a vision of tailored experiences. Yet, as I’ve often said, for most brands, this vision has largely remained unfulfilled, and a primary reason for this is the immense challenge of content creation.

This book, and particularly this chapter, is built on a fundamental, contrarian thesis: Personalization, as it has traditionally been understood and applied, does not work for acquisition. Companies keep trying to force an incompatible solution. And it simply cannot and does not work. But they’re missing the point. Unfortunately, you cannot identify all the anonymous visitors on your website. The old playbook is broken, and it’s time for a new framework.

As we look ahead, the brands that win in the future won’t be those chasing the illusion of one-to-one personalization for every new visitor. Instead, they will be those that embrace adaptable strategies, understand the anonymous visitor reality, and leverage modern AI to deliver segmented, relevant experiences that build trust and drive conversions without compromising privacy. This chapter will explore the emerging technologies and shifts that will define the next five years, outlining how winning brands will stay ahead of the curve and thrive in this privacy-first, AI-powered commerce revolution. Let’s look into the crystal ball to see where the technology is going.

EMERGING TECHNOLOGIES RESHAPING PERSONALIZATION

The advent of modern AI, particularly LLMs, has profoundly changed the game, offering solutions to the long-standing content bottleneck that has plagued e-commerce. When modern LLMs were released, the Nacelle team realized that by providing the right context to these systems, we could leverage this technology to solve the personalization problem, leading to the creation of Nacelle’s AI assistant, Paige.

One of the most talked about emerging technologies is the AI agent or chatbot functioning as a personal assistant. The thinking is, if an AI agent knows you and your identity and has enough information about a brand, why would you even need a website? You could simply sell through that AI agent. There’s definitely a push in that direction, and some technology will emerge to emphasize this.

However, my advice to marketers and e-commerce brands is to embrace this concept but put it in a container. It’s going to be just like any other channel that’s not your website. It will only make up a minority of your sales for a long period of time. While it might be the future, it’s the very far future, and marketers shouldn’t overinvest in it now. The website, or the web storefront, will remain king for the foreseeable future.

EMERGING TECHNOLOGIES AND MASS MARKET REALITY

For most consumers, these emerging technologies won’t cross the chasm into the mass market anytime soon. The data makes this clear: Only about 53 percent of adults globally have basic digital literacy skills, and 55 percent of adults who are online lack the skills to identify false information online.30 In the United States, eighth graders’ digital literacy skills actually declined between 2018 and 2023, with scores below the international average for computational thinking.31

Consider the broader context: 35 percent of individuals worldwide lack basic digital skills entirely. The digital literacy gap between urban and rural populations is approximately 20 percent.32 Even among those online, the challenges are significant. When Pew Research tested Americans on basic internet knowledge such as cybersecurity norms, many struggled with fundamental concepts.33 If over half of adults who are active online can’t identify misinformation and a third of the global population lacks basic digital skills, expecting them to manage blockchain-based identity systems is unrealistic.

Many people don’t even know how to effectively use search engines, let alone understand or utilize AI agents for complex purchases. These technologies will be experimental, intriguing to tech hubs and early adopters but not scalable for significant sales in the next five years of your career. The European Union’s target of ensuring 70 percent of adults have basic digital skills by 2025 highlights how far we still have to go with fundamental digital literacy, let alone advanced Web3 concepts.34

A critical concern for e-commerce brands, particularly DTC brands, is maintaining control over their brand voice. How can you be sure that an agentic AI, serving as a personal assistant to the consumer, will actually represent your brand in the right light? This is potentially dangerous and something brands must consider. This brings us back to the core challenge of AI understanding and maintaining brand voice, which we’ll delve into further.

Ultimately, marketers should think of these AI chatbots and agents as top-of-the-funnel research for the consumer, essentially another way for them to find your brand. Just as SEO was used to get products discovered on Google, AI will take a similar space in your funnel. Consumers will learn about your brand through AI and then inevitably come to your website via a link generated by the AI to browse and explore. This is why, for the foreseeable future, brands should double down on the quality of their websites and web stores.

THE CONVERGENCE OF ONLINE AND OFFLINE EXPERIENCES

The idea of blending online and offline experiences, connecting a customer’s in-store purchases with their online profile, is certainly compelling. However, it’s crucial to understand where this strategy fits within a holistic personalization framework. For most e-commerce brands, this convergence is primarily a retention strategy, falling squarely into stage 3: individual personalization.

When we talk about true one-to-one personalization, where every customer receives a uniquely tailored experience, it largely makes sense only after a customer has made a purchase. At this point, you know who the person is, they’re often logged in, and you have valuable data about their preferences and buying history. Modern e-commerce platforms such as Shopify already create customer profiles, making it relatively straightforward to understand their past purchases, where they live, and their inferred preferences, such as sizes or buying patterns.

For these known customers, a personalization system such as Paige can leverage this data to make truly tailored product recommendations that align with what they already own or prefer. This is the pinnacle, where one-to-one personalization truly shines.

However, when considering the convergence of online and offline shopping experiences, I advise being a little careful with overinvesting in this part of personalization if your goal is acquisition. While it would be beneficial to link in-store purchases to an online profile, allowing a sales associate to see a customer’s online history or vice versa, the reality is that online sales still represent the vast majority of transactions for many DTC brands. Bonobos did this very well, whereby customers could sign in online and view their in-store purchase history and sizes, building a comprehensive profile. This represents a tremendous success story for retention.

For most brands, brick-and-mortar stores, if they exist, often serve as another top-of-the-funnel channel, supporting brand awareness and trust. They reinforce the brand identity and values, which are paramount for DTC success. While having a few physical stores can be a nice addition to support the brand, it’s not going to help you blow past huge sales milestones in the same way a strong e-commerce website with effective personalization can.

Paige certainly facilitates hyperpersonalized in-store experiences, but again, for known customers. If Paige knows a customer bought something online, and that customer identifies themselves in-store, a sales associate could access that information through Paige. They could then say, “Oh, I see you’ve purchased these things, so here are some products I can walk you through that you might like,” based on their online history and segment. This is a valuable tool for retention, making the in-store experience more akin to a personalized client– shopper service. But it’s crucial to remember that this is for customers already in the retention stage, not for anonymous visitors.

NEXT-GENERATION CUSTOMER DATA PLATFORMS

When it comes to customer data platforms (CDPs), I have a strong thesis: The industry as a whole went overboard on this concept. What most brands actually need is something much simpler.

The traditional promise of CDPs was to consolidate customer data from various sources to create a single, comprehensive view of the customer, enabling rich multitouch attribution and one-to-one personalization. However, the privacy shift, particularly the demise of third-party cookies and the limited lifespan of first-party cookies to a week, has fundamentally altered this landscape. If you can’t reliably track a customer across different touchpoints for an extended period, the idea of gathering all that rich multitouch insight becomes a moot point.

In this new reality, marketers are essentially facing a time crunch, where a customer’s identifiable data only lasts a short while, especially for new visitors. Our solution, and what next-generation CDPs should focus on, is simplicity and actionability, powered by AI.

Instead of complex systems that require constant manual analysis, a truly effective next-generation platform, such as the one we envision with Paige, should do the following:

• Simplify data ingestion: It should easily connect to your e-commerce platform and other essential data sources.

• Be AI-driven for insights: It should automatically analyze visitor data and trends to identify and build logical segments and personas, especially for acquisition strategies. Marketers have historically struggled with creating effective segments and personas. AI solves this problem seamlessly.

• Make proactive recommendations: The platform shouldn’t just present data. It should proactively make recommendations and changes based on that data. This removes the burden of manual analysis from already understaffed e-commerce teams.

• Focus on relevant metrics: While traditional CDPs might track countless data points, next-gen solutions should prioritize real metrics that matter for each stage of the customer journey, such as CR, AOV, and CLTV.

• Integrate segment data into customer profiles: For known customers (stage 3), it’s not enough to just have order data. A robust system should also record the advertising campaign and the specific AI-generated segment that led to their purchase. This creates a valuable feedback loop for the AI to continuously improve its segmentation and personalization capabilities.

Shopify, for example, already does an excellent job of creating customer profiles for those who have purchased. The key is to leverage existing e-commerce platforms and augment them with AI that provides actionable, segment-level insights for acquisition rather than trying to build overly complex, expensive CDPs that struggle to deliver on their original promise in a privacy-first world. The focus should be on empowering marketers to make data-driven decisions for both acquisition and retention without the need for massive technical teams or deep dives into “weeded topics” such as how LLMs work.

THE ROLE OF GENERATIVE AI IN CREATING CUSTOMIZED EXPERIENCES

Generative AI, particularly LLMs, is truly transformative for content creation, offering solutions to what has historically been the number one impediment to effective personalization: the content bottleneck.

Traditionally, creating good, high-quality marketing copy that is on-brand and speaks effectively to specific customer segments has been inherently resource intensive (a.k.a., requiring teams of writers, marketers, and engineers). It requires significant time and care from human writers, and then even more effort to integrate that content into a website. The challenge is compounded by scalability issues: Personalization often calls for multiple versions of a website for different segments, which is an unrealistic undertaking for most understaffed e-commerce teams.

Here’s where generative AI fundamentally changes the game by enabling content creation at scale. This sort of AI is designed to tackle this problem head-on, allowing e-commerce brands to generate customized experiences that were previously impossible without massive human input.

The effectiveness of AI, however, hinges on its ability to deeply understand and faithfully represent a brand’s unique voice, objectives, and overall strategy. For DTC brands, brand equity is arguably their most important asset (which is why, throughout this book, I have completely discouraged hacky workarounds, which risk that brand trust). Customers choose to buy directly from a brand because of what it represents—its identity, values, and unique voice. Misrepresenting this identity, even slightly, can severely undermine its value and damage its reputation. Marketers are keenly aware that the name of the brand is all that matters, making concerns about brand voice a reasonable issue to discuss.

This leads to the critical trust factor, which is the number one issue Nacelle faces when discussing AI solutions with clients and potential clients. Marketers need to trust the AI to speak directly to their customers in a manner consistent with their brand. If AI-generated content sounds generic or off-brand, or hallucinates facts, it quickly erodes customer trust and loyalty. General-purpose AI models lack the specific context necessary to generate on-brand content.

Therefore, training AI systems to create on-brand content is a collaborative and iterative process, moving beyond simple automation to a true partnership between human marketers and intelligent machines. For Nacelle, it involves three steps:

1. First draft of brand voice: Paige begins by generating a first draft of the brand voice. When connected to an e-commerce store, she analyzes existing data such as product descriptions and website copy to propose a brand voice based on the available information.

2. Two-way conversation and refinement: Human marketers then engage in a two-way conversation with Paige to refine and edit this draft. The AI will never get it 100 percent right the first time. Through continuous refinement, marketers shape the AI’s voice by flagging inconsistencies and directing adjustments: highlighting preferred terminology, correcting off-brand phrasing, and reinforcing specific messaging patterns. This ongoing calibration process mirrors how retail managers coach new employees on company standards, ensuring every customer interaction reflects the brand’s carefully cultivated identity. The difference is that AI learns these nuances at scale, applying corrections across thousands of interactions simultaneously rather than one conversation at a time.

3. Persistent application: Once approved, this refined brand voice becomes the centerpiece of everything Paige does, ensuring all subsequent AI-generated content adheres to established brand guidelines. This consistent application is essential for effective personalization.

When it comes to accuracy, purpose-built e-commerce AI systems won’t invent products since they’re anchored to your actual inventory database. Where they might drift is in capturing your brand’s unique personality and tone. Despite thorough training, brands should expect occasional instances where the AI’s language feels slightly generic or misses subtle brand nuances. Smart companies build safeguards for these edge cases, recognizing that achieving 98 percent brand consistency at scale still delivers massive value even if the remaining 2 percent requires human oversight or correction.

The power of generative AI for customization extends to the following:

• Segment-specific content: AI systems such as Paige enable the creation of segment-specific language and product descriptions while staying true to the overarching brand voice. Instead of a one-size-fits-all approach, the AI generates nuanced content that resonates with different customer groups. This makes customers feel like the brand is a part of their identity.

• Richer, in-depth content: Beyond direct product communication, AI assists in generating richer, more in-depth content that reinforces the brand’s identity and values. I strongly believe that brands need to double down on blogging, as I’ve said before. This is a contrarian view, as many believe content writing is dead. I promise you, it’s not, and I believe this even here in our future-focused chapter.

However, superficial content will be easily replaced by AI overviews in search results. By providing deep, net-new content, brands not only enhance their SEO for traditional search engines but also ensure that AI agents learn about their brand’s uniqueness, mission, and values. This positions the brand to appear in discovery conversations between the consumer and AI. It’s crucial to add a human element to this content to avoid the echo chamber effect of AI generating content based purely on other AI-generated content.

• Dynamic generation: The future of content is dynamic or real-time generation. This is an exciting new frontier. This means the AI is not just pulling from static, prewritten content but generating content and recommending products “just in time” based on the customer’s real-time intent. Imagine an AI that replicates the best retail worker for every single visitor, asking, “What are you here for?” and providing relevant content and products, regardless of traffic volume. This is not just prebuilt logic statements like old chatbots but an AI that understands and responds. This capability, which addresses the scalability problem of human sales associates during peak traffic, is what makes it a game changer.

• Influencer marketing support: A very viable and growing strategy for acquisition (stage 1) is influencer marketing. Paige can assist here by making custom landing pages for influencers, recommending specific products, and including quotes or images from the influencer explaining why they love the products. This is essentially automating what brands such as Glossier did manually. It creates a powerful connection for consumers who follow specific influencers, associating them directly with the brand. The segment here could be defined as “the fan of influencer XYZ.”

A crucial overarching principle, and another fundamental thesis of this book, is collaboration, not automation. While AI offers unprecedented capabilities for content creation and customer engagement, the overall strategy, tactics, and presentation of AI-powered marketing should still be directed by humans. This ensures the AI serves as a trusted brand representative, not a rogue content generator.

PREPARING FOR WEB3 AND DECENTRALIZED IDENTITY

The concept of Web3 and decentralized identity is an interesting subject, and I agree that it’s really important for consumers in general to get more control over what systems have their data. However, as a pragmatic guide for e-commerce brands, I must advise a healthy dose of skepticism regarding its mass market impact on consumers within the next five years.

The digital divide is real. While tech-savvy individuals in places such as San Francisco or New York might be all about using blockchain to manage their identities, the average consumer doesn’t even know what blockchain is, let alone how it works or how to manage their identity through a decentralized booking system. We cannot assume that mass market consumers, the ones you need to meet your numbers, are that tech-savvy. For most, their interaction with privacy is limited to tapping “yes” or “no” when their iPhone asks if websites can track them.

Instead, I foresee more immediate relevance for decentralized identity in enterprise settings. For example, when my team at Nacelle signs in to applications such as Salesforce, innovations around decentralized blockchain will protect our identities and prevent phishing attacks or information theft. So, there will be value there, but it won’t affect the everyday lives of the mass consumer in the near future.

For e-commerce brands, unless your target audience is an extremely tech-forward demographic, you want to be skeptical of overinvesting in the decentralized web. It might be a no-brainer in ten years, but for the next five years, it’s not where the mass market is.

Despite this skepticism about mass adoption, I absolutely believe there will be new value-exchange models to incentivize data sharing. Companies that innovate in the messy middle stage (stage 2), where customers haven’t bought yet but might willingly exchange information, are poised for success. What those innovative value exchanges will be, I can’t conceive, because they will be truly new, but I encourage companies to think creatively.

• For example, if you sell a highly technical product to a technical audience, a Web3-based value exchange that offers enhanced data control might be a natural fit.

• Or, a brand selling wallets that protect credit cards from scams might align well with offering total identity protection in exchange for certain data.

The key is to align the value exchange with your brand identity and your target audience’s values and needs. If your brand sells “the softest sheets in the whole world,” your consumers likely won’t care about blockchain-managed identity. The bottom line for marketers is to focus on what resonates with their actual customers, not just the latest tech trends.

BUILDING ADAPTABLE STRATEGIES IN A RAPIDLY CHANGING LANDSCAPE

The e-commerce landscape is in a constant state of flux, driven by rapid technological advancements and evolving privacy regulations. To win, brands need adaptable strategies that can navigate these shifts effectively.

One of the most critical aspects of building adaptable strategies is recognizing red flags that indicate your current personalization strategy isn’t keeping up.

• Rising acquisition costs despite investment in personalization software: If you’re spending a lot of money on personalization software but your acquisition costs are still rising, it’s a huge red flag. It might be because your personalization software isn’t addressing your biggest problem: the anonymous visitor reality for acquisition.

• Personalization software requiring extensive engineering resources: If your personalization software demands a lot of engineers to manage, maintain, and implement, something is suspect. We live in an age of AI, and tools should not be stuck in a “thirty years ago” mentality. AI should solve personalization issues by drastically reducing the need for manual rule creation and coding.

The opportunity to adopt modern AI-powered personalization strategies presents a huge competitive advantage for brands. If you can crack the nut of acquisition in this new environment before your competitors, you will race ahead. Conversely, it will be so easy to get left behind if you don’t adapt. The reality is that acquisition costs are radically different from what they were just four or five years ago. Winning brands will use technology to solve this problem.

While specific technologies and algorithms will change rapidly (e.g., Meta’s ad algorithms), the underlying principles and core metrics for success will remain constant.

• Focus on core metrics: Regardless of what we see in the crystal ball of future technology, the most important metrics will always be CR, AOV, and CLTV. These are the only metrics you need to know if you’ve built a growth machine.

• Segment information to ad platforms: No matter how Meta’s algorithms evolve, providing detailed information to your advertising platforms about the segments you’re targeting will always be a winning strategy. This is like having an ad agency in your pocket. The magic happens when your website also reacts to these different segments, creating a cohesive, personalized experience from ad click to conversion.

• Human oversight in ad buying: For the next five years, I strongly recommend a human remains in the loop for spending money on advertising. When AI makes a costly mistake with inventory or content, you can refine and retrain it. When it burns through the ad budget on ineffective campaigns, that money is simply gone. The stakes are too high and the technology too nascent to remove human judgment from financial decisions.

The privacy earthquake has created a paradigm shift. Old personalization approaches are dying, and a new framework is needed. This book provides that practical framework, showing how to use segmentation strategies respectfully and effectively. This adaptability, grounded in understanding fundamental principles and leveraging AI strategically, is key to navigating the future.

THE FIVE-YEAR VISION: WHAT WINNING BRANDS WILL BE DOING

If I could distill the ultimate call to action, the fundamental message of this book, it is this: We live in a world in which everyone talks about personalization, yet the most important visitors to your website are anonymous. How, then, do we deal with this problem? The proposal of this book is that new advancements in AI give us net-new strategies that actually solve this problem really well.

In the next five years, winning brands will be defined by their ability to do the following:

• Embrace the renaissance of intelligent segmentation for acquisition: Winning brands will acknowledge that acquisition costs are radically different from previous years and will use technology to solve this fundamental problem. They will embrace the renaissance of intelligent segmentation as a sophisticated form of personalization, leveraging AI for deep analysis to manage the influx of anonymous visitors. They will maximize the value out of every anonymous visitor, for whom they are paying good money to drive to their website. AI, such as Paige, will build actionable segments based on website data, product catalogs, and brand voice, enabling targeted ad campaigns on platforms such as Meta, effectively borrowing Meta’s identity data in an aggregated, privacy-compliant way.

• Prioritize the website as king and double down on deep content: Despite the allure of AI agents and new channels, winning brands will continue to view their web storefronts as king (or queen) for the foreseeable future. They will double down on the quality of their websites. Crucially, they will heavily invest in creating richer, more in-depth, net-new content, especially through blogging. As I’ve said, this is a contrarian stance (if you haven’t guessed, I like challenging the status quo), but it is absolutely vital. This content should go deeper into the story of the brand’s identity, mission, and values. Along with actual consumer stories, this deep, human-infused content is critical not just for traditional SEO but because AI agents crawl the web to learn about brands. If you want your brand to show up in discovery conversations between the consumer and the AI, the AI needs rich, unique information about who your brand is and what it represents. Superficial content will be replaced by AI overviews, but deep, net-new content will make your brand uniquely discoverable by AI agents.

• Master the personalization funnel: Winning brands will recognize that personalization is a catch-all term. They will understand the crucial distinction between segmentation for anonymous acquisition traffic (stage 1) and one-to-one personalization for known, returning customers (stage 3, retention). They will apply the right strategy at the right time with their customers, treating it like a personalization funnel, where identification progresses through stages. One-to-one personalization is the true pinnacle for known customers, leveraging purchase history and inferred preferences.

• Prioritize human-AI collaboration over full automation: A big overlying thesis of this book is that collaboration, not full automation, is the key to success. Winning brands will position their marketing teams as the directors of the movie, guiding AI “actors and actresses.” They will ensure AI tools are highly customizable, allowing marketers to engage in two-way conversations to refine brand voice and override AI recommendations when necessary. This ensures brand control and trust remain paramount.

• Leverage AI as a retail worker: Winning brands will use AI, such as Paige, to bridge the gap between impersonal online experiences and personalized in-store service. AI will act as a scalable client-facing sales associate, proactively asking anonymous visitors, “What are you here for today?” and then dynamically generating content and recommending products tailored to their real-time intent. This solves the scalability challenge that has historically made such personalized interactions impossible during high-traffic periods such as Black Friday.

• Focus on real metrics and ROI: Winning brands will cut through the hype and focus on the real metrics that matter: CR, AOV, and CLTV. They will build the financial case for AI marketing investments by demonstrating how these technologies directly impact CACs and profitability, recognizing that a working growth model is essential for survival.

• Progressive identification through value exchange: For the messy middle (stage 2), where visitors haven’t purchased but might share some information, winning brands will excel at progressive identification. This involves offering a fair value exchange (e.g., educational content, community access, personalized quizzes) in return for willingly shared data, rather than relying on creepy, privacy-violating tactics or passive tracking. Winning brands understand that building trust is paramount, and generic discount codes are not always enough to establish that critical identity connection.

The AI arms race is already underway, and this transition must happen now, not later. The competitive advantage awaits early adopters who embrace this new paradigm. The fundamental principles of understanding your customer, respecting privacy, and leveraging AI for intelligent segmentation and relevant, on-brand content will remain pertinent. This is how e-commerce brands will navigate the personalization paradox and win in the AI commerce revolution.


 

CONCLUSION

THE WORLD OF E-COMMERCE is a dynamic, ever-evolving beast that demands continuous adaptation. It is the world I love and am passionate about. As we stand at the precipice of a new era, defined by the pervasive influence of AI and an increasingly privacy-conscious consumer base, the strategies that once promised growth and deep customer connections are now, for many, obsolete.

Throughout this book, we’ve dissected the personalization reality gap, a chasm between the aspirational promises of one-to-one personalization and the stark realities faced by most DTC brands today. This conclusion is a call to action, a reaffirmation of the principles that will guide the next generation of e-commerce leaders, and a glimpse into a future I believe we can collectively build.

The central tenet that I’ve hammered home, perhaps relentlessly, is that your shopper remains anonymous. For too long, marketers have been seduced by the siren song of hyperindividualized experiences, attempting to replicate the data-rich, logged-in environments of tech giants on their own e-commerce platforms. This is the great personalization lie. The truth, the anonymous visitor reality, is that the vast majority of your website traffic remains unknown. They are fleeting visitors, browsing your digital storefronts without revealing their identities. The traditional personalization playbook, built on the assumption of deep customer profiles from the moment of arrival, is fundamentally broken in a privacy-first world.

The Apple privacy earthquake was a seismic shift that irrevocably altered the landscape of digital marketing. Gone are the days of the leisurely 365-day (or longer) retention of first-party cookie data. Apple’s stringent policies mean you’re lucky to hold on to that information for more than seven days. This change, while challenging, has forced a necessary reckoning. It brought to light the underlying fragility of personalization strategies that relied on surreptitious data collection and opaque tracking. Suddenly, the attribution challenges became painfully clear: How do you measure campaign effectiveness when the very data needed for attribution disappears within a week?

This is where my journey, and the journey of this book, truly began to crystallize. For years, I, too, was wary of personalization. I witnessed firsthand the Optimizely problem: brilliant technology going underutilized because brands lacked the human resources to feed these hungry personalization engines. It was a bottleneck, a drain on budgets, and a source of deep frustration for marketers. My own fascination with AI, sparked by Ray Kurzweil’s controversial The Singularity Is Near back in my college days, led me down a path of exploring its potential applications, even developing an AI project to streamline hospital patient issues. But it wasn’t until the advent of generative AI, epitomized by the release of ChatGPT, that I saw the true solution to this seemingly intractable content bottleneck and the wider personalization problem.

The answer, as I’ve argued, lies not in abandoning personalization but in a new personalization paradigm for the privacy era. It’s a pragmatic, ethical, and highly effective approach that recognizes the limitations of identity in the acquisition stage and leverages AI to create rich, relevant experiences without encroaching on privacy. This paradigm is best understood through what I call the “personalization funnel,” a three-stage framework that delineates distinct strategies for distinct levels of customer identification.


E-COMMERCE PERSONALIZATION ITEMS BY THREE-STAGE FRAMEWORK
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AI AS THE UNLOCKING FORCE: SOLVING THE BOTTLENECKS

The entire personalization funnel, and indeed the future of e-commerce, is underpinned by the transformative power of AI. From my perspective, AI is the missing piece that solves the fundamental challenges that have plagued personalization for two decades.

1. The content bottleneck: This was the beast that ate personalization budgets and stifled innovation. Creating on-brand, segment-specific, high-quality content at scale was a monumental task, often requiring huge teams of writers and designers. My contrarian view, one that often surprises even other AI book authors, is that content is more important than ever. Why? Because AI agents, such as those powering discovery conversations, learn from and surface deep, net-new content. Superficial content will be easily replaced by AI overviews in search results. Therefore, brands must double down on creating rich, in-depth content that explores the identity of the brand and more.

2. Maintaining brand voice and battling hallucinations: A primary concern for marketers, and rightfully so, is whether AI can accurately represent their brand’s unique voice. Your brand equity is your most important asset. Misrepresenting it can cause deep brand harm. This is where the crucial concept of collaboration, not full automation, comes into play. The marketer must engage in a two-way conversation with the AI, providing feedback and making adjustments. With Paige, for example, the first step is always to establish the brand voice: She provides a first draft, and the human refines it, ensuring perfect alignment. This collaborative approach is vital for mitigating hallucinations, the AI’s tendency to generate incorrect or fabricated information. While no solution eliminates them entirely, human oversight and a feedback loop are nonnegotiable.

3. Scale without resource expansion: The Optimizely problem highlighted the resource crunch: Even with great personalization technology, execution faltered because of a lack of staff. AI fundamentally changes this equation. It enables real-time generation of content and product recommendations tailored to specific segments or even individual customers (in stage 3). Imagine your website acting like a brick-and-mortar store, with an AI-powered sales associate instantly generating relevant content and product suggestions based on a customer’s query or behavior. This is the promise of AI: to achieve scale without demanding an impossible expansion of human resources, by automating tasks that were previously manual, complex, and unscalable.

ETHICAL IMPERATIVES IN AN AI-POWERED WORLD

As we embrace these powerful AI tools, it is important that we operate with an unwavering commitment to ethics and transparency. As we have established, the creep factor is a real and present danger, capable of severely damaging a brand’s most valuable asset: trust. My advice is simple, yet profound: Do not sell customer data. The idea that you can acquire and monetize third-party data without explicit consent is not only ethically questionable but increasingly illegal and detrimental to long-term brand equity.

The problem is not that people inherently dislike being tracked. It’s when there’s no clear value exchange, or when data is moved without consent. As a brand, you must proactively ensure compliance with evolving privacy regulations such as GDPR and CCPA. More importantly, build trust by being transparent about data collection and offering customers control over their information. This commitment to a privacy-first approach is a competitive advantage that fosters genuine relationships.

THE ARMS RACE IS UNDERWAY: YOUR CALL TO ACTION

The AI commerce revolution is not a distant future: It’s happening now. An arms race is already underway, and the competitive cost of inaction is too high to ignore.

Time is something you cannot get back.

The ultimate takeaway from this book, the singular message I want etched into your mind, is this: The vast majority of your website traffic will always be anonymous. This is the enduring reality of modern e-commerce. Your ability to convert this anonymous traffic into loyal customers will determine your brand’s future success. New advancements in AI, particularly generative AI, provide net-new strategies to solve this problem effectively.

Here’s why you need to act now:

• AI agents are becoming personal assistants: These conversational AIs, knowing user identities, will heavily influence product discovery. If your brand hasn’t armed itself with deep, on-brand content, you simply won’t appear in these discovery conversations between the consumer and AI.

• Control your narrative: The DTC website is not dead; marketers will always want control over their brand voice and presentation. AI enables you to amplify that control, not cede it.

• The growth machine: By adopting the Three-Stage Personalization Funnel and leveraging AI, you can build a sustainable growth machine. This is about fundamentally rethinking how you acquire, nurture, and retain customers in a world that has irrevocably changed.

I often think back to my initial fears about personalization, rooted in the resource constraints that made it seem unachievable for most brands. But the convergence of powerful AI and a privacy-first mandate has, paradoxically, unlocked possibilities I once only dreamed of. AI is here to augment it and to serve as the actors and actresses to your marketing director. It frees marketers from the mundane, repetitive tasks, allowing them to focus on strategy, brand storytelling, and that crucial human connection.

My journey in e-commerce, from the early trenches of engineering to founding Nacelle, has been driven by a singular passion for innovation and a deep belief in the power of technology to solve real-world problems. This book is a manifestation of that belief. It’s an invitation to embrace this new era, to shed outdated assumptions, and to build a future in which personalization is ethical, scalable, and truly effective.

This is your moment to leapfrog competitors, to transform anonymous visitors into a thriving community, and to build a brand that resonates deeply in an AI-powered world. The personalization imperative is upon us. Will you seize it? The future of e-commerce is not just about technology.

It’s about the visionaries who dare to wield it wisely and ethically. I trust you will be one of them.


 

GLOSSARY

A

AI (artificial intelligence): Computer systems designed to perform tasks that typically require human intelligence, such as learning, reasoning, and problem-solving.

AI agents: Autonomous software programs powered by AI that can interact with users, make decisions, and perform tasks on behalf of individuals or organizations.

Anonymous visitor: A website visitor whose identity is unknown to the site owner, typically representing the majority of e-commerce traffic.

API (application programming interface): A set of protocols and tools that allows different software applications to communicate with each other.

Attribution: The process of determining which marketing channels or touchpoints contributed to a conversion or sale.

B

Behavioral segmentation: The practice of dividing customers into groups based on their actions, usage patterns, and decision-making processes.

C

CDP (customer data platform): A software system that creates a unified customer database accessible to other marketing systems and tools.

CLTV (customer lifetime value): The total revenue a business can expect from a single customer account throughout their entire relationship.

Composable commerce: An approach to building e-commerce platforms using best-of-breed, modular components that can be assembled and reconfigured as needed.

CRM (customer relationship management): Software systems designed to manage and analyze customer interactions and data throughout the customer lifecycle.

CRO (conversion rate optimization): The systematic process of increasing the percentage of website visitors who complete desired actions.

CTA (call to action): A prompt that encourages users to take a specific action, such as “Buy Now” or “Sign Up.”

D

DTC (direct-to-consumer): A business model where companies sell products directly to consumers, bypassing traditional retail intermediaries.

E

E-commerce: The buying and selling of goods or services over the internet.

F

First-party data: Information collected directly from customers through owned channels such as websites, apps, and email lists.

G

GDPR (General Data Protection Regulation): The European Union regulation governing data protection and privacy for individuals within the EU.

Generative AI: AI systems capable of creating new content, including text, images, and other media.

H

Headless commerce: An e-commerce architecture where the front end presentation layer is decoupled from the backend commerce functionality.

I

Individual personalization: The most advanced level of personalization, delivering unique experiences to known customers based on their complete profile and history.

L

LLMs (large language models): AI models trained on vast amounts of text data to understand and generate humanlike text.

M

Machine learning: A subset of AI that enables computers to learn and improve from experience without being explicitly programmed for every task.

O

Omnichannel: A seamless customer experience across all channels and touchpoints, both online and offline.

P

Progressive identification: The second stage of the Three-Stage Personalization Framework, where brands gradually learn more about visitors through their interactions and optional data sharing.

Privacy-first: An approach to business and technology that prioritizes user privacy and data protection from the ground up.

R

Retention marketing: Strategies focused on keeping existing customers engaged and encouraging repeat purchases.

S

SaaS (software-as-a-service): A software distribution model where applications are hosted by a service provider and accessed over the internet.

Segmentation: The practice of dividing customers or prospects into distinct groups based on shared characteristics, behaviors, or needs.

Strategic segmentation: The first stage of the Three-Stage Personalization Framework, involving the creation of meaningful customer segments that can be targeted with relevant experiences.

T

Third-party cookies: Small data files placed on users’ devices by domains other than the one they’re visiting, often used for tracking and advertising.

Three-Stage Personalization Framework: The book’s core methodology, consisting of strategic segmentation, progressive identification, and individual personalization.

U

UGC (user-generated content): Content created by customers or users rather than the brand itself, such as reviews, photos, and testimonials.

Z

Zero-party data: Information that customers intentionally and proactively share with brands, often through surveys, preferences, or direct feedback.
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