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Personalized marketing tactics may have unintended effects on customer search behavior. A targeted offer may help get consumers’

attention, but may also weaken consumers’ motivation to search beyond the offered items. This pair of field experiments demonstrates

how targeted offers can decrease consumer exploration and discovery.
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ExTENdEd AbSTrACT
Can personalized marketing efforts inhibit customer explora-

tion? It has become common practice for retailers to personalize di-
rect marketing offers based on customer transaction histories. Target-
ed email offers featuring products similar to a customer’s previous 
purchases generate higher response rates, but also have the potential 
to affect customer search behavior. A closely matched offer may en-
courage a customer to start the search process, leading to increased 
search activity. Alternatively, providing customers with closely 
matched offers may weaken their propensity to search beyond the 
targeted items. In a field experiment using email offers sent by an on-
line wine retailer, targeted offers result in less search activity on the 
retailer’s website. In a second study, transaction data from an online 
ticket exchange shows that, after receiving targeted offers, custom-
ers are less likely to broaden their purchasing to new genres. These 
findings indicate that targeted offers carry a hidden cost: a decrease 
in customer exploration and discovery.

PrEdICTIOnS And BACkGrOund
The trend towards increased personalization in electronic envi-

ronments has the potential to affect the dissemination of new ideas. 
This could affect citizens learning about different perspectives or 
scientists learning about new research (Van Alstyne and Brynjolfs-
son, 1996, 2005); it could also affect how consumers learn about 
new products. Online retailing has provided better access to a wide 
range of niche products, which has necessitated tools to help manage 
the time and effort of search (Brynjolfsson, Hu, and Smith, 2003). 
Retailers have quickly adopted various forms of personalization that 
aim to improve the efficiency of a retailer’s communications to its 
customers. One of the most common tactics is to use targeted offers 
that send customers information on products that a retailer believes 
the recipients will be interested in. As targeted offers have become 
increasingly prevalent in online retailing, it is important to under-
stand all of the consequences, such as the potential effect on cus-
tomer information search behavior.

Are customers more or less inclined to search when you offer 
them something they have bought in the past? One hypothesis is that 
an appeal that is aligned with a customer’s revealed interests may 
secure the customer’s attention, and encourage them to explore the 
retailer’s other offerings. Dhar, Huber, and Khan (2007) showed that 
an offer that is more likely to be purchased can create shopping mo-
mentum, which makes additional purchasing more likely. Alterna-
tively, by emphasizing products from a familiar category, a targeted 
offer could result in quick evaluation and curtailed search for other 
products. In a sequential search model, considering a higher-valued 
option is more likely to terminate the search process (Weitzman, 
1979). Intuitively, by providing something interesting to look at, a 
targeted offer makes it harder to find something more interesting, 
lowering the value of continued search. The primary empirical con-
tribution of this article is to examine how these factors play out in the 
context of targeted offers.

Previous research has examined how the Internet and infor-
mation technology have affected search behavior. Häubl and Trifts 
(2000) looked at how recommendation agents (algorithms that pro-
vide personalized lists of recommended products) and comparison 
matrices (which typically line up alternatives in columns, and at-
tributes in rows) affect online shopping behavior. They found that 
these tools allowed customers to search more efficiently, making 

better purchase decisions while reducing the number of alternatives 
they viewed. Research has also looked at how retailer actions affect 
customer exploration; for example, the visual layout of product in-
formation can affect the intensity of exploratory search (Janiszewski, 
1998). The studies in this article find that targeted offers result in less 
search activity, but this is not simply saving time; there is less of the 
exploratory search that can expose customers to a broader range of 
products.

METHOd And FIndInGS
The first study is a field experiment run with the cooperation 

of an online wine retailer. Customers in a targeted group were ran-
domly assigned to receive offers for wine from two different regions, 
one of which (the targeted offer) matched the regional preferences 
revealed by their purchase histories. Their activity was compared to 
that of an untargeted control group, whose purchase histories did not 
match either offer. Detailed web browsing data for these customers 
was collected over a several day period. Unsurprisingly, the targeted 
customers were more likely to click through to the offer, and were 
more likely to purchase the offer. However, page views and similar 
metrics show that targeted emails decreased customer search activity 
for other products (see figure 1). This supports the hypothesis that 
targeted offers result in decreased information search.

Figure 1. Wine retailer Information Search response
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Note: Depicts the average number of page views categorized as customer 
search for products other than the offer, such as browsing product categories 

and product pages (interaction is significant p<.05)

The second study used data on experimental email marketing 
campaigns run by an online ticket exchange. The firm sent emails 
promoting different genres of events, to groups of customers who 
either had (targeted) or had not (untargeted) previously bought tick-
ets to the genre. Their behavior was compared to that of a holdout 
(no offer) group. Analysis of the ticket sales data shows that, after 
receiving targeted offers, customers are more likely to purchase from 
the target genre. However, they are also less likely to buy tickets for 
events in new categories, excluding the target genre and any other 
genres they had previously purchased in (see figure 2). This suggests 
that the curtailed search following targeted offers is not simply sav-
ing customers time, but it reduces exploratory search that could af-
fect future purchasing.
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Figure 2. Online Ticket Exchange Sales response
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Note: Depicts the proportion of customers purchasing from a new genre 
during the 28 day observation period following the offer (interaction is 

significant p<.05)

COnTrIBuTIOnS
These field studies demonstrate how targeted offers result in de-

creased search activity and narrower subsequent purchasing activity. 
Conversely, less targeted offers can expose customers to a broader 
range of products, and lead to consideration of new products. Broad-
er awareness could generate cross-selling opportunities and increase 

sales diversity, improving customer retention and lifetime value. If 
relying heavily on targeted offers, the retailer sacrifices opportunities 
to bring attention to products for which a customer has low aware-
ness. Thus, retailers should balance the need for immediate sales 
response with measures that encourage exploration and sustain cus-
tomer interest.
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