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DIRECT AND DIGITAL 
MARKETING

INTRODUCTION
Interactive marketing techniques (which include those traditionally 
known as direct marketing) have always used mediums which tar-
get specific customers and, where possible, develop a relationship 
with them. It differs from mass marketing in that it is the means 
by which dialogue can be established with potential or actual 
customers rather than simply being the medium for messages. The 
enormous growth of digital marketing mediums has not majorly 
affected the original prime objectives of direct marketing to attract 
and maintain customers. Rather, the creative opportunities available 
have increased, the speed of response has substantially reduced 
and the speed of analysis has been substantially improved. It was 
recognition of the growing importance of digital which led, in 
May 2011, to the Institute of Direct Marketing rebranding itself as 
the Institute of Direct & Digital Marketing. In the same year, the 
Direct Marketing Association announced it was repositioning itself 

LEARNING OBJECTIVES
Having completed this chapter, readers would be expected to:

describe the characteristics of direct and digital marketing

explain why direct and, more recently, digital marketing has grown 
in prominence

recognise the importance of customer retention and 
customer acquisition

describe the various direct and digital marketing media and 
their characteristics

analyse the various components of the direct and digital 
marketing offering

recognise the importance of testing and digital analytics to direct and 
digital marketing.
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as ‘a modern, digitally attuned trade body’. Both organisations recognised the 
influence on the market of the digital revolution.

Direct and digital marketing is often characterised as the most recent addition 
to the marketing communications mix because of its association with database 
technology and, more latterly, the power of the internet. However, the funda-
mentals of direct marketing have been around for centuries. The catalogue busi-
ness, a staple of direct and digital marketing activity over the centuries, grew 
out of the invention of the printing press by Johannes Gutenberg around 1450. 
In the seventeenth century, the first seed and nursery catalogues appeared, with 
the earliest of these by Emmanuel Sweerts, a Dutch merchant, in 1612. In the 
UK, William Lucas (1667) and Leonard Meager (1668) both produced gardening 
catalogues to tempt their customers in London. In 1862, Barr & Sugden and 
James Veitch of Chelsea, London launched catalogues that included both plant 
descriptions and wood engravings. The first US example of a catalogue is 
attributed to Ben Franklin who produced his book catalogue in 1774. In 1872, 
Chicago-based Montgomery-Ward issued their first flyer (i.e. distributed pamph-
let) and went on from there to become a US catalogue institution. In 1891, Avon 
Cosmetics introduced the concept of direct marketing of beauty products. The 
first UK consumer catalogue (Freemans) began life in 1905. Notable entrepren-
eurs such as Josiah Wedgewood, Chippendale and Thomas Edison also used 
recognisable direct and digital marketing mediums such as flyers to generate 
sales of their wares.

In the 1930s and 1940s, as marketing concepts began to take shape, direct 
marketing became a laudable aim and a logical extension of the ideas surround-
ing segmentation and targeting. At this time, researchers began asking groups of 
consumers about their likes and preferences but were without powerful analysing 
tools to help them. The term ‘direct marketing’ itself was probably first used in 
a speech by Lester Wunderman in 1967. He was responsible for developing dir-
ect marketing techniques with brands such as American Express and Columbia 
Records. It was not until later in the century that technology developers came up 
with tools that could rapidly analyse data and enhance interactivity.

In our digital world, it is easy to forget how recent (in terms of commercial his-
tory) are many significant developments in digital technology. It was in 1989 that 
Sir Tim Berners-Lee first proposed the World Wide Web and in 1991 that the first 
web page was created and the first webcast made. Yahoo (formerly Jerry’s Guide to 
the World Wide Web) was launched in 1994 and Netscape and Infoseek (an early 
search engine) followed a year later. Google was a relative latecomer, appearing 
in 1998, the same year as 3G telephony was launched. Second-generation web 
technology (Web 2.0) was introduced in 2004 and what have come to be called 
‘social media’ sites began to appear in the early part of the century, with Facebook 
launched in 2005 and Twitter in 2006; 4G telephony was also launched in 2006 
while the iPhone appeared in 2007.

With the most recent technological developments, therefore, come the tools to 
rapidly analyse data and the platforms on which to publicise messages. Content-
driven websites allow for appropriate display on whatever devices are used (e.g. 
PCs, tablets, phones). Whether we are utilising these platforms well, however, is 
more of a moot point and we will probably need time to evaluate more recent 
developments (e.g. the online watch) to establish whether they will prove attract-
ive for consumers and a medium for marketers. In the ‘rush to digital’, we should 
recognise that the underlying theory behind interactive marketing (whether direct 
or digital) remains fundamentally the same. This chapter begins, therefore, with 
the theory and development of direct marketing and tracks the adoption of digital 
mediums later in the twentieth century.

Catalogue
A list of things (e.g. books, 
gif ts) usually arranged 
systematically.

Flyer
A pamphlet which 
promotes a brand(s) and 
which may be delivered or 
collected by consumers.
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DIRECT AND DIGITAL MARKETING DEFINITION
The UK Direct Marketing Association (DMA) describes direct marketing as an 
interactive system of marketing which uses one or more advertising media to 
affect a measurable response and/or transaction in any location. The addition of 
the word ‘digital’ does not affect this definition. The use of the term ‘advertising’, 
however, may confuse (in part because of the way advertising was described and 
defined in Chapter 9). While advertising builds up the image and personality of a 
brand in the longer term, direct and digital marketing (in most cases) asks people 
to act and often incentivises them to do so. In this regard, it is closer to the 
earlier definition of sales promotion (Chapter 10). A major difference, however, 
between direct and digital marketing and either sales promotion or advertising 
is that, once an interest has been established (e.g. through an enquiry or sale), 
individual customers become the priority targets rather than market segments.

Direct and digital marketing not only exploits a consumer’s wish to acquire 
goods and services but also to be involved. Relationships are developed over 
time. It can be argued that, in addition to fulfilling sales objectives, direct and 
digital marketing can maintain these relationships between sales (sometimes 
referred to as affinity marketing or loyalty marketing). The digital revolution has par-
ticularly benefited small and medium-sized organisations (SMEs). According to a 
2013 YouGov poll,1 almost one-third of SMEs handle their own online marketing.

Direct and digital marketing is also, because of the interactive element,frequently 
described as the nearest thing to face-to-face personal selling (see Figure 13.1). Given the 
expense of personal selling and the relatively low cost of direct and digital marketing, it 
is seen as particularly useful in developing a dialogue prior to personal contact. Indeed, 
personalisation is a defining issue in much direct and digital marketing (although not 
in all). According to research by Drayton Bird, a direct marketing specialist, putting 
someone’s name in a message increases responses by 50% (Bewick 2005).

1 The survey, commissioned by HTML5 web-publishing platform wix.com, looked at over 500 
small business owners.

FIGURE 13.1 Relative personalisation and interactivity
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Personal selling
An interpersonal tool 
where individuals, 
of ten representing an 
organisation, interact in 
order to inform, persuade 
or remind an individual or 
group to take appropriate 
action, as required by the 
sponsors.

Affinity marketing or 
loyalty marketing
Developing customer 
relationships over time.
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DIRECT AND DIGITAL MARKETING DEVELOPMENT
The growth of direct marketing in the 1980s and 1990s and subsequent devel-
opments in digital marketing in the twenty-first century can be traced back to 
a number of different drivers. In addition to the search for better targeting and 
closer customer relationships, the increased cost of advertising and the fragment-
ation of advertising media were undoubtedly an influence on its development. 
Importantly, however, it is the introduction of tools and the technological soph-
istication to handle the complexity involved with personalised marketing which 
is seen as the greatest promoter of direct and digital marketing growth. Among 
these technological advances are:

 increased processing power
 analytical systems development
 development of telephone technology (e.g. freephone access, voice recognition, smartphones)
 electronic point-of-sale (EPOS) technology
 smartcard touch and touchless card technology
 interactive/internet-enabled television
 internet and World Wide Web technology.

Each played their part in enabling direct and digital marketing (DDM) to become 
a powerful proactive tool in the hands of the marketer. In the USA, the US Direct 
Marketing Association reported in 2010 that $153.3 billion was spent on direct and 
digital marketing, generating approximately $1.798 trillion in sales (DMA 2010). In 
the UK, DDM expenditure rose to £14.2 billion in 2011, with sales worth around 
£700 billion representing over a quarter of total UK sales (DMA UK 2012). The 
power of direct and digital marketing has even crossed into the field of political 
marketing, as the Insight below shows.

insight: Team Obama’s tech genius says 2012 campaign 
‘redefined brand communications’ 

B rand marketers must follow in the footsteps of Barack 
Obama’s 2012 re-election campaign to succeed in pro-

ducing personalised communications with customers, claims 
Harper Reed, the technology and data guru behind Obama’s 
campaign. Reed made the comments at the announcement 
of his first live UK speaking engagement in April, at the Direct 
Marketing Association’s Technology Summit.

Obama’s campaign manager Jim Messina appointed Reed 
to spearhead the pioneering project to crunch huge chunks 
of Democrat voting data and produce sophisticated profiling 
techniques that brought the president closer to his actual and 
potential supporters than ever before. Reed assembled a team 
of developers from Google, Facebook, Amazon and Twitter 
to produce a data platform codenamed ‘Narwhal’ to give the 

president the edge over his rival, Mitt Romney. In total, the campaign raised $1 billion in donations from 4.4 
million donors, including $690 million online. Narwhal helped create a social network for supporters who 
organised 358,000 events, made 125,646,575 campaigning phone calls and mobilised 600,000 Facebook 
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fans to recruit five million more active users to support the campaign. Sophisticated TV audience modelling 
helped to buy 20,000 more TV ads than Romney’s campaign for $100 million less.

Reed fast made a name for himself in November last year, being photographed hugging Obama on election 
night after he won the presidency for a second term. Commenting on the implications for brand communic-
ations, Reed said:

The Obama campaign was the product of the smartest people in the room producing tools to put together 
a detailed picture of every one of Obama’s millions of supporters. From there we were able to understand 
what interested them, what was important to them and what would motivate them to donate, vote and 
persuade others to vote for Obama. We worked out how to get Obama to speak one-to-one with tens of 
millions of voters in ways that have never been achieved before. This has redefined how campaigns should 
be run and redefined how all brands should communicate with their customers.

Source: Tristan Garrick, DMA (UK), 20 March 2013

DIRECT AND DIGITAL MARKETING CHARACTERISTICS
Direct and digital marketing relies on a number of characteristics which make it 
a valuable tool whatever the medium or media used. In particular, DDM is highly 
measurable and there is the ability to test the significant variables regularly or 
even instantly through tools such as Google Analytics. It is targeted, cost-efficient 
(especially in relation to personal selling), flexible, fast and interactive. These 
are all characteristics which distinguish it from traditional mass marketing. In 
addition, while traditional marketing relies on reaching large audiences through 
mass media, DDM aims to communicate with individual customers through per-
sonalised messages. Budgets in DDM are determined through testing the various 
components of the offering and generating decision-making data to establish 
the optimum return, rather than being defined by the availability of budget and 
incomplete segment-based and/or surrogate measures (e.g. recall). The speed with 
which this testing can be done in the digital environment allows for changes to 
be made as appropriate. DDM also requires specific action(s) to be taken which 
is then measurable against expected outcomes, while the objectives of traditional 
marketing can be unclear and/or long term in nature, making measurement dif-
ficult if not impossible. Additionally, while traditional marketing campaigns are 

TABLE 13.1 Comparisons between general marketing communications and direct 
and digital marketing

General marketing communications Direct and digital marketing

 Mass audiences through mass media  Direct communication with customer

 Impersonal communication  Personalised

 Controlled by size of budget  Budget determined through testing

 Desired action unclear or delayed  Specific action requested

 Incomplete data for decision making  Data drives promotion

 Analysis at segmentation level  Analysis at individual level

 Uses surrogate measures (e.g. recall)  Measurable (and, therefore, controllable)

 Promotions highly visible  Promotions largely invisible
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highly visible and, therefore, vulnerable to competitive spoiler campaigns, DDM 
campaigns, through mediums such as email and personal messaging, are largely 
invisible (because they are personalised), even after the campaign launch. These 
various advantages are summarised in Table 13.1.
It is interesting to note that sponsored ads or suggested posts on social media 
sites such as Facebook or LinkedIn are closer in definition to mass advertising 
than DDM, albeit they may be driven by profiling.

Data warehousing and data mining are two terms associated with direct and 
digital marketing. Data warehousing, as the term implies, is the taking and stor-
ing of data from a variety of sources. The data is stored because it may not be 
seen as currently usable, either because its value is not immediately appreciated 
or because it requires further qualification. According to ikeydata.com, a data 
warehouse should be:

 subject-oriented: data is used to analyse a particular subject area (e.g. sales)
 integrated: data from multiple sources is integrated
 time-variant: historical data is kept in a data warehouse and can be retrieved as required
 non-volatile: once data is in the data warehouse, it will not change, so historical data in a 

data warehouse can never be altered.

Data mining (sometimes called data or knowledge discovery) is the extraction 
and analysis of this data from the data depositories in a form useful to marketers.

Both data warehousing and data mining imply that data gathered may not 
necessarily be used immediately but held until such time as it can usefully gen-
erate information useful to the marketer. The term big data has come to be used 
to describe data sets that are so large and complex that they are difficult to cap-
ture, manage and process within a tolerable time period. This is driving further 
development of more complex tools to help solve the big data conundrum.

According to Miller (2012), supermarket company Tesco use data from their 
Clubcard operation to improve promotions, ensure 30% fewer gaps on shelves, 
predict customer behaviour in relation to the weather to deliver £6 million less 
food wastage in the summer and £50 million less stock in warehouses, and 
to optimise store operations to give £30 million less wastage. For example, a 
10-degree increase in temperature can mean that 300% more barbeque meat, 45% 
more lettuce, 50% more coleslaw and 25% fewer sprouts are sold in their stores.

The value of a database and associated software, therefore, is that it allows 
direct marketers to identify:

 the most profitable customers, for up-selling and cross-selling activities
 the most profitable potential customers, for new sales
 past customers who are still valid prospects, for reactivation
 the most profitable products and services in the portfolio, to drive merchandising activities 

and predict trends
 the most appropriate pricing policies, both that the market will stand and that are competitive
 the most appropriate and effective promotions and media, to assist with the planning and 

implementation of communications campaigns
 new market opportunities for development
 channel efficiency evaluation, to help maximise opportunities
 opportunities to increase profitability through identifying and reducing waste and inefficiency.

There are, however, potential downsides that should be considered. Sometimes 
data is incomplete or out of date, rendering it potentially damaging. Some data 
may be inaccurate through human error or where the source deliberately enters 
false data (as has been particularly the experience online). Duplication is also 

Big data
Data sets that are so large 
and complex that they are 
dif f icult to capture, manage 
and process within a 
tolerable time period.

Data warehousing
The storing of data from 
a variety of sources. The 
data is stored because 
it may not be currently 
usable, either because its 
value is not immediately 
appreciated or because 
it requires fur ther 
qualif ication.

Data mining
The extraction of data from 
a data depository in a form 
useful to marketers.

Up-selling
Selling higher quality 
(and, therefore, higher 
priced) items to an existing 
customer base.

Cross-selling
Selling other items 
(sometimes from dif ferent 
categories) to an existing 
customer base.
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a continuous problem, particularly where data is stored using various styles of 
address (e.g. J. Smith, John J. Smith, J.J. Smith). Despite this, the same name at 
the same address is no guarantee of duplication as it may be two members of the 
same family. Advanced software is used to search for potential duplication so that 
‘de-duping’ can take place, although this is far from infallible (see Insight below). 
Another problem directly associated with emails is that it is widely reported that 
one-third of people change their emails every year. With such a turnover, it is a 
major problem keeping updated.

insight: Updating databases

D un and Bradstreet report that 7% of businesses move location annually and Experian that 5% of busi-
nesses have name, address or contact changes every month. In research undertaken by Wegener DM 

in 2004 of 51 business-to-business databases and a total of 1.53 million records, they reported:

13% of records had no name present

21% had no postcode

19% had incorrect or incomplete postcodes

19% of records were duplicates

3% related to companies that had ceased trading.

There are, however, several sources of updated information including directories such as Yell or Thomson or 
data-gathering companies such as Dun and Bradstreet. In addition to these ‘business universe’ lists, there 
are others which concentrate on contact details for the UK’s largest companies or those in specialist sectors.

Source: Murphy (2005)

DIRECT AND DIGITAL MARKETING OBJECTIVES
There are two principal objectives of direct and digital marketing:

 customer acquisition 
 customer retention.

There are also two subsidiary objectives associated with the above which are:

 lead qualification (adding to the information known about the customer/prospect)
 customer relationship maintenance (maintaining contact with customers).

The importance of customer acquisition and retention is illustrated by the ‘leaky 
bucket’ metaphor (see Figure 13.2). This suggests that for a company to maintain 
or increase customer numbers they must either increase the flow (acquire new 
customers) or stem the leakage (retain more customers). All companies lose custom-
ers for competitive (e.g. attracted by a competitor’s promotion) or non-competitive 
(e.g. customer changes location) reasons. In a booming, fast-expanding market, the 
loss of existing customers is less than crucial as there are usually plenty of others 

De-duping
The removal of duplicate 
names from mailing and 
other lists.

Customer acquisition
The process of acquiring 
new customers.

Customer retention
The process of retaining 
existing customers.

Lead qualif ication
Improving the quality of the 
information known about a 
customer/prospect.
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to take their place. In slow-growth or highly competitive markets, the acquisition 
of new customers becomes considerably harder (and often more expensive) and 
retention of existing customers becomes the priority.

FIGURE 13.2 Leaky bucket metaphor

Customer
level

To maintain or increase
customer levels a company
must either;

Increase flow 
(acquire more customers)

Reduce leakage
(retain more customers)

Customer relationship 
maintenance
The maintenance of regular 
contact with a customer.

The significance of customer acquisition and retention to the direct and digital 
marketing concept can be seen in the ‘wheel of prosperity’ in Figure 13.3 (Smith 
& Taylor 2004). This ‘wheel’ illustrates those aspects of direct and digital market-
ing that contribute to commercial prosperity.

FIGURE 13.3 Wheel of prosperity
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IDENTIFYING PROSPECTS
As the model suggests, prospects are first identified. Even if your initial objective 
is to lead these prospects to the organisation website, they will need to become 
aware (through advertising, search engines, etc.) that the website exists and/

Prospect
A potential customer.

MARKETING COMMUNICATIONS256

13_EGAN_Ch-13.indd   256 9/23/2014   7:47:29 PM



or have a link to that website. Prospects (i.e. non-customers to whom a varying 
degree of sales potential can be attached) may be described on the basis of a 
prospect hierarchy.

FIGURE 13.4 Prospect hierarchy
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SUSPECTS
At the lowest level of this hierarchy (above the public at large) are the ‘suspects’. 
This category may be based on geodemographic profiling, values, attitudes and 
lifestyle profiling (VALs) or previous purchase behaviour which indicates they 
may have the same profile as current customers. These names may be obtained 
in the form of commercially available lists. Lists are collections of contact inform-
ation (names, addresses, phone numbers, email addresses, etc.) under some form 
of segmentation. Lists may be divided into three types:

 response lists: individuals with identified product interest (IPI)
 compiled lists: individuals with identified characteristics (but not IPI)
 house lists: compiled from a company’s own database.

Lists (unless in-house) are generally rented on a one-time-only basis and the cost-
per-thousand (CPT) is determined by the quality of the list. Lists are obtained 
from list compilers (who use house lists, surveys and other available data), 
list brokers (who act as brokers between list owners and renters) or through list 
exchanges with other companies.2 In addition to the traditional forms of data 
collection, the practice of using cookie technology to track customers’ movements 
(and therefore their interests and desires) continues to rapidly expand in scope and 
depth of precision (see Insight below). In May 2012, a new EU e-Privacy Directive 
was introduced which required that users or subscribers consent to the use of 
cookies and that the user knowingly indicates their consent (albeit that there 
can be implied as well as explicit consent). The UK Information Commissioner’s 
Office, at that time, issued definitions of the types of cookies covered by the 
legislation.3 They were:

2 Subject to legal restrictions in many countries.
3 Guidance on the rules on use of cookies and similar technologies, May 2012.

Prospect hierarchy
A hierarchy of potential 
customers ranging from 
lapsed customers at the 
top to ‘suspects’ at the 
bottom.

Suspects
Geodemographic profil ing, 
values, at titudes and 
lifestyle profil ing (VALs) 
or previous purchase 
behaviour indicate that 
these customers may 
have the profile of current 
customers.

Response list
A list of prospective 
customers with identif ied 
product interest (IPI).

Identif ied product interest 
(IPI)
An interest in a particular 
product or service category.

Compiled list
A list of individuals with 
identif ied characteristics 
but not identif ied product 
interest.

House list
A list compiled from a 
company’s own database.

List broker
An intermediary 
between list owners and 
organisations wishing to 
rent lists.

List exchange
Exchange of customer data 
between companies (i l legal 
in certain countries).

Hand raiser
A prospect who has 
indicated by their 
behaviour (e.g. ordering 
a catalogue) that they 
may want to become a 
customer.
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 session cookies allow websites to link the actions of a user during a browser session
 persistent cookies are stored on a user’s device in between browser sessions which allows 

the preferences or actions of the user across a site (or in some cases across different websites) 
to be remembered

 first-party cookies are those set by a website visited by the user – the website displayed 
in the URL window

 third-party cookies are those set by a domain other than the one being visited.

Cookie
A small piece of 
information stored as a 
text f i le on a computer that 
a web server uses when 
browsing websites that 
have been visited before. 
Typically, a cookie records 
preferences when an 
individual visits a particular 
site.

insight: The AdChoices icon

M any of the advertisements we see online are based on the content of the 
website we are visiting or on predictions based on interests suggested 

by visits to other websites. The AdChoices icon (shown) was created by online 
advertising trade associations to show that these ‘interest-based’ advertising 
practices may be being used to decide what adverts to show an individual. 
Operators do not have the names of those they are targeting nor any other 
personal details. They simply recognise a number stored on your browser via a 
cookie and show the adverts inferred by the democratic categories associated 
with it. By clicking on the icon, viewers are redirected to a website explaining 
interest-based advertising and offering the opportunity to opt out if required.

Above the level of ‘suspect’, the details are likely to come from the company’s own 
records, internet intelligence or cookies, or derived from compiled or response 
lists. ‘Profiled prospects’ are those whose general profile suggests a likelihood of 
them becoming customers (for example, a wine lover buying wine). ‘Referrals’ are 
those who have been influenced by existing customers to contact the company, 
while ‘enquirers’ have directly contacted the company for specific information 
either through their website or another source (e.g. a search engine). In both the 
last two categories, potential customers may be influenced by customer testimo-
nials and/or reviews which have become ubiquitous on the internet.

At the top of the prospect pyramid are former or lapsed customers. Customers 
who have already purchased the product/service, brand or category and who, by 
definition, are closest to your customer profile and always the most likely to come 
back to you again. For this reason, organisations may go further in incentivising 
these customers (often referred to as ‘win-back strategies’) than any others. For 
example, organisations may offer substantially reduced prices to lapsed customers 
to get them back into the habit of ordering from them. In other instances, email 
messages may remind you that you have not visited the company website for a 
while or otherwise attract you back through promotional means (e.g. ‘visit our 
website and win’).

The management of such systems has changed substantially over the past few 
decades. More commonly today referred to as customer relationship management 
(CRM), it previously relied on paper-based formats including ledgers and ‘Rolodex’ 
systems. The principles behind modern computer-driven CRM systems revolve 

Profiled prospect
A prospect whose general 
profile suggests they may 
become a customer.

Referral
A prospect who has been 
encouraged by an existing 
customer to contact the 
company.

Enquirer
A prospect who has directly 
contacted the company for 
specif ic information.

Lapsed customer
A customer who has not 
purchased from the company 
for a particular length of time.

Win-back strategy
A marketing strategy 
designed to bring back 
lapsed customers.
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around enhancing detailed profiles of individual customers and tracking inter-
actions. Depending on your source of reference, a number of different aspects 
are associated with CRM. These include sales, customer service systems, call 
centres, technical and other support. According to Kelly (2000), key analytical 
CRM applications include:

 sales analysis: offering the organisation an integrated perspective on sales and enabling 
the sales function to understand the underlying trends and patterns in the sales data

 customer profile analysis: allowing the organisation to distinguish, from the mass of customer 
data, individuals as well as micro-segments

 campaign analysis: providing the ability to measure the effectiveness of individual campaigns 
and different media

 loyalty analysis: measuring customer loyalty with reference to the duration of the 
customer relationship

 customer contact analysis: analysing the customer contact history of any individual
 profitability analysis : measuring and analysing the many dif ferent dimensions 

of profitability.

TARGET MEDIA
The reference to ‘target media’ on the ‘wheel 
of prosperity’ model refers to the media most 
likely to generate a response from targeted pro-
spects. In terms of direct and digital marketing, 
organisations may use direct mail, telemarketing, 
email, SMS texts or interactive media (including 
internet site-based and search engine advert-
ising) to stimulate a response. Alternatively, 
they may use media normally associated with 
advertising (e.g. internet, television, radio, 
magazines, posters), as long as it includes a 
response mechanism. Basically a response mech-
anism is a means of communicating with the 
organisation by whatever means (via an internet 
site, email, SMS, freephone number, freepost, 
etc.) is convenient to the customer.

Direct mail, until relatively recently, was the most powerful of the direct mar-
keting mediums. With the advent of the internet and email, physical mail-outs 
have become a more expensive option and mail volume has fallen accordingly. 
However, direct mail is still a flexible communications medium with consider-
able creative potential. It can still be affective as both a customer acquisition 
and/or customer retention tool. As such, while the volume of direct mail packs 
in the UK declined from 2.2 billion in 2006 to 1.5 billion in 2010, it appears to 
have stabilised and even rose slightly to 1.73 billion in 2011 (Benady 2012). For 
some brands, it is still bigger than other forms of advertising (including digital). 
An example is Virgin Media, who send out around 100 million mail packs per 
year. The reasons behind the continued use of direct mail may be physical. 
As John Townshend, creative partner at advertising agency Now, notes: ‘The 
truth is, mail still works. As the culmination of a marketing campaign, a piece 
of material in the hand that allows you to digest information in your own time 
is still effective’ (Benady 2012). Response rates also appear to be higher than 

Customer relationship 
management (CRM)
A system for managing a 
company’s interactions with 
customers.

FIGURE 13.5 Target media
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Identify
prospects

Target
media
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Direct mail
Promotion through the 
medium of mail.

SMS
Short message (or messaging) 
service that enables messages 
to be sent or received by 
mobile phone.

Response mechanism
The means by which a 
customer responds to an 
of fer (e.g. internet site, 
email address, SMS text 
details, freephone number, 
freepost).
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for digital mediums. According to the US DMA,4 response rates for direct mail 
to existing customers average 3.4% against 0.12% for email (an approximate 
30-fold difference), although the return on investment was higher on the latter 
(see Insight below).

On the downside, the mail order industry has a reputation for junk mail. In 
direct mail campaigns, responses between 3% and 5% may represent a successful 
campaign which implies 95–97% are disinterested or could not be bothered to 
respond. There are both ethical and ecological factors associated with this level 
of mass mailing. According to www.ecofuture.org, the direct mail industry uses 
100 million trees annually and the majority of household waste now consists of 
unsolicited mail.

Catalogue retailing (or mail order) has long been associated with direct mail. 
More recently, internet shopping has supplemented and, in some cases, replaced 
many of the formerly printed editions. However, print catalogues do retain some 
advantages. In addition to being a flexible and creative medium, catalogues have 
the advantage of an extended life as a reference document. On the downside, 
catalogue production and distribution costs can be high and this has prompted 
the switch of many catalogues wholly or partially online (see Insight). The cata-
logue has a long and distinguished history, as was noted at the beginning of 
this chapter. It did not necessarily grow in the same way in each market. In the 
USA, long distances between towns prompted the generally well-to-do to order 
catalogue merchandise not available locally. Similarly in Germany, travel diffi-
culties, coupled with legal restrictions on retail opening hours, prompted afflu-
ent customers to turn to mail order. In the UK, however, it was the availability 
of credit and ‘easy payment terms’ that attracted customers largely from lower 
socio-economic groups.

Following a decline in the 1970s, catalogue sales saw a resurgence in the 
1990s with the introduction of more specialist catalogues made possible by 

4 The Direct Marketing Association’s 2012 Response Rate Report.

TABLE 13.2 Average direct and digital marketing return on investment (ROI)

For every $1.00 invested in Total ROI forecast 2012

Direct mail (catalogue) $ 7.25

Direct mail (non-catalogue) $15.40

Insert media $11.34

Internet display $22.38

Internet search $19.71

Social media/networking $12.90

Commercial email $39.40

Telemarketing $8.26

Mobile phone marketing $11.37

Source: Direct Marketing Association (USA), The Power of Direct Marketing 2011/12

Junk mail
Any mailing the customer 
decides is untargeted 
and obtrusive.

Catalogue retailing
A means by which 
products or services can be 
purchased from a selection 
of those on of fer in a 
catalogue.

Mail order
The ability (through 
selection in a catalogue, 
internet site or f lyer) to 
order products for delivery 
by mail.

Internet shopping
The process that enables 
consumers to buy directly 
any goods or services 
from a seller in real time, 
without visiting a retail 
intermediary.
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lower publishing and design costs. More recently, there has been evidence that 
the printed catalogue may be acting as a driver of internet sales. According to 
Royal Mail,5 60% of recipients go online to make a purchase within a week of 
receiving a catalogue. The same research suggested that 70% of consumers keep 
catalogues for over a month and 34% for up to a year. It also revealed that people 
interact with catalogues for longer (up to half an hour) than an internet retail site 
(on average 11 minutes).

Despite the continued relevance of the printed catalogue, recent years have seen 
a continuing upward trend in online purchases with social media now playing a 
part. According to the Centre for Retail Research (www.retailresearch.org), 2011 
online sales in the UK were £50.34 billion (€60.41 billion) or 12.0% of UK retail 
trade, up from 8.6% in 2008. For Europe (including the UK), the total market was 
worth £169.9 billion (€203.9 billion) in 2011, up from £143.7 billion (€172.4 billion) 
the previous year and £101.8 billion (€122.2 billion) in 2008. Online retailers 
in only three countries – the UK, Germany and France – accounted for 71% of 
European online sales in 2011. According to Royal Mail research (in September 
2010), the top 10 online shopping categories are (% is of total UK sales):

 1 Books (39%)
 2 Homeware (36%)
 3 Clothes – women’s (33%)
 4 DVDs (purchased) (30%)
 5 CDs/video or audio tapes/records (27%)
 6 Clothes – men’s (23%)
 7 Food or drink (21%)
 8 Footwear (21%)
 9 Phones/mobile phones/MP3 players (19%)
10 Electrical goods (17%)

5 Royal Mail MarketReach initiative, February 2013.

insight: Argos catalogue 

A rgos introduced its catalogue in 1973 and at its peak 20 million copies of the bi-annual catalogue 
were produced. Customers could browse at home and come to an Argos store to collect their goods. 

Although the company eventually introduced online ordering and home delivery, they continued to rely on 
the catalogue and in-store collection. In September 2012, however, the company announced that it was 
cutting the circulation of the catalogue and scrapping the laminated versions used by customers in-store. 
The company will introduce web-based browsers and wifi so that customers can use their smartphones 
to order and pay for products instead of using the catalogue. Argos boss John Walden was quoted as 
saying it was unlikely the catalogue would be axed altogether, but admitted it may decline ‘precipitously’ 
as sales shift online. He said it would be ‘foolish’ to pull it now, as around 85% of customers still look at 
the catalogue before they buy.

Source: various
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What drives consumers to particular websites are principally direct mail shots 
(including catalogues), word of mouth and search engines (see Insight below). 
One of the most troubling issues with online retailing is the number of sales 
abandoned before they are completed (so-called shopping cart abandonment), 
which is estimated to have cost multi-channel retailers an average of £1 billion 
each in 2010 (according to Royal Mail). The main reasons given were unhappiness 
with delivery charges (48%) and out of stock items (41%). Interruptions (40%) 
and website technical difficulties (39%) were also stated as reasons to abandon 
online purchasing.

TABLE 13.3 Prompts to purchase online

According to Royal Mail, the main influences on consumers going online to purchase are:

Direct mail/catalogues 25%

Word of mouth 24%

Search engine 19%

Email 12%

Seeing products in shops 12%

Auction sites 12%

Price comparison sites 12%

Television advertising 8%

Newspaper/magazine advertising 8%

Online marketplace(s) 8%

The search for products and services now often begins with a search engine, 
of which Google (who got around 4.7 billion searches per day in 2011) is the 
current market leader. This has spawned the new sub-discipline of search 
engine optimisation (SEO), sometimes referred to as search engine marketing. 
SEO relates to the promotion of websites by increasing the site’s visibility in a 
search engine’s natural search (i.e. unpaid search). Search engines read through 
volumes of information on the Web with software programs called ‘robots’ or 
‘spiders’ (because they navigate, or ‘crawl’, through the web). These create an 
index which contains all the pages they have found and the words associated 
with them. Identifying those keywords or key phrases that customers are 
likely to use is vital to SEO. Once established, they need to be incorporated 
into the pages of the organisation website in the form of meta tags. These are 
coding statements in the Hypertext Markup Language (HTML) that describe 
the content of the page. Other ways of improving visibility are associated with 
page set-ups and links to other websites. Some practices are seen as unfair as 
they manipulate artificially web page rankings (see Insight below). In addition, 
search engines accept ‘paid-for placement’ (PFP) advertising which guarantees 
top ranking in such listings. As these PFPs are normally determined by a com-
petitive bidding process, it can become a very expensive process for popular 
search words (e.g. MBA).

Multi-channel retailer
A retailer with a number of 
channels, such as online 
and retail space. 

Shopping cart 
abandonment
Where an online 
transaction is halted before 
completion.

Search engine
A programme that 
searches sites on the World 
Wide Web for specif ied 
keywords and which 
returns a list of where the 
keywords can be found.

Search engine 
optimisation (SEO)
The process of improving 
the visibility of a website 
or web page in a search 
engine’s ‘natural’ or unpaid 
search results.

Natural search
A search (using a search 
engine) where results are 
returned based on the natural 
indexing of the website, as 
opposed to those that are 
returned based on paid 
advertising and/or editorial 
changes made by the search 
engine itself.

Meta tags
A special HTML (or 
XHTML) tag that provides 
information about a web 
page which provides 
detail on what the page 
is about, and which 
keywords represent the 
page’s content. Many 
search engines use this 
information.

Paid-for placement (PFP)
Where an advertiser pays 
to guarantee their l isting 
appears on a search page 
when particular keywords 
are searched. The ranking 
of paid placement listings 
is usually determined by 
a competitive bidding 
process.
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insight: The dark side of SEO 

A ccording to Google, certain bad practices are used to try to artificially improve website rankings. These 
include:

automated content: content that’s been generated consisting of paragraphs of random text that make no 
sense to the reader but which may contain search keywords

link schemes: any links that are part of a link scheme intended to manipulate PageRank or a site’s ranking 
in search results

cloaking: this refers to the practice of presenting different content or URLs to human users (where it is 
hidden or disguised) and search engines

sneaky redirects: some redirects are designed to deceive search engines or to display different content 
to human users than to search engines

hidden text: any text or links included solely for search engines and not visitors

doorway pages: typically large sets of poor-quality pages where each page is optimised for a specific 
keyword or phrase. In many cases, doorway pages are written to rank a particular phrase which then 
funnels users to a single destination

scraped content: content taken (‘scraped’) from other, more reputable sites on the assumption that 
increasing the volume of pages on their site is a good long-term strategy

affinity websites: pages where product descriptions and reviews are copied directly from the original 
merchant without any original content or added value

keyword stuffing: the practice of loading a web page with keywords or numbers in an attempt to manipulate 
a site’s ranking in Google search results.

Adapted from Google at: https://support.google.com/webmasters/answer/35769 (accessed 5 October 2013)

Social media (or social networking) is having more of an influence with con-
sumers using an online forum, review or chat room to inform purchases. In 
North America, 72% of adults are reported to use social media.6 Although the 
young represent the highest number of users, those aged 65 and older tripled 
their presence (13% to 43%) between 2009 and 2013. In Europe, the Netherlands, 
the UK, Sweden and Luxembourg lead the way with 65%, 57%, 54% and 50% 
respectively.7 In Europe too, there is substantial increased usage of social media 
among the over 65s.

Social media enables people to comment, interact and collaborate with a wide 
number of people; as such, it is blurring the traditional boundaries between media 
and the audience. It enables self-promotion on an individual (and commercial) 
basis but also provides a platform for those ‘frenemies’ who may want to criticise 
individuals, organisations or brands. Brands appear to be rushing to set up their 
own platforms on the likes of Facebook and Twitter and many promotions direct 
consumers to such sites. According to the US Social Media Examiner report8 in 
2012, 83% of marketers indicated social media is important to their business 

6 The Pew Research Centre & American Life Project, 5 August 2013.
7 Office for National Statistics/Eurostat, published June 2013.
8 See www.socialmediaexaminer.com/SocialMediaMarketingIndustryReport2012.pdf

Social media
Online vir tual communities 
and networks that people 
use to interact with others 
and where they can create, 
share and exchange 
information and ideas.
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with the top four sites (in descending order) being Facebook, Twitter, LinkedIn 
and YouTube. In the case of YouTube, interesting or amusing files, associated 
with particular brands, are being circulated to friends and relations in a form 
replicating the spread of a virus (viral marketing). What is particularly attractive to 
organisations is that it is the social media environment that is most attractive to 
younger consumers, a segment notoriously difficult to reach via traditional media. 
According to research by PEW Research Center in 2013, 83% of 18–29-year-olds 
use social media compared to 77% aged 30–49, 52% aged 50–64 and 32% aged 
65+. In addition to signifying the dominance of the 18–29 age group, these figures 
also indicate the growing appeal among older age groups.

Even conservative estimates predict that advertising on social media will grow 
substantially with companies attracted by the high involvement users have with 
the sites. BIA/Kelsey predict that ad spend on social media will rise to $11 bil-
lion by 2017, a 130% increase on 2012 (Business Insider 2013), driven in part by 
increased use of mobiles to access sites.

Viral marketing
Any marketing technique 
that induces websites or 
users to pass on (virus-like) 
a marketing message to 
other sites or users.

insight: Viral marketing 

V iral marketing is the art of encouraging individuals to pass on a marketing message in a variety of forms 
(e.g. videos) to others. The advantage of this is obvious as these people become your marketing team 

and do it for no payment at all. All good virals need to have a built-in incentive for the individual to pass it 
on to others. Normally, this is because it has some element of fascination based on humour, shock or some 
other emotion that the individual would like to share and thereby gain some kudos in the process. More basic 
rewards (such as free gifts) also play a part and the exact choice of the incentive depends on your goals, 
resources and audience.

Google has used virals extensively, including a video of Lady Gaga interacting with fans through the brand’s 
Chrome web browser. This was viewed a staggering 78 million times. Facebook and Twitter are being used to 
allow followers to preview, share and ‘like’ the video. Carphone Warehouse, for example, regularly releases 
virals, including a series demonstrating new facilities on gadgets. Within two months of release, the retailer 
quadrupled its Facebook fan base to 350,000 which led to the videos being viewed nearly 300,000 times.

Source: various

Telemarketing can be classified either as in-bound telemarketing or out-bound 
telemarketing. Inbound telemarketing is the use of telephone services to facilitate 
responses from customers usually via a ‘freephone’ or local call rate number. 
These are frequently handled by call centre operations which may be out-sourced 
nationally or internationally. Outbound telemarketing is where the customer has 
given permission for the company to contact them, or where the company believes 
it is in the customer’s interest to do so, and is distinguishable (although not always 
clearly) from telesales where no such permission is given or implied and which 
is, in effect, ‘cold calling’. Another persistent complaint is about ‘silent calls’ gen-
erated by predictive dialling technology. Designed to speed up agent productiv-
ity, it frequently leaves customers with a disturbing silence when they answer 
their telephone. In the UK, you can restrict telephone calls by registering with 
the Telephone Preference Service. In the USA, the Do-not-call Registry provides 
a similar service. In addition, according to the US Federal Trade Commission’s 
telemarketing sales rules, a consumer can claim $500 from companies who, if 

In-bound telemarketing
The use of telephony to 
facilitate responses from 
customers, usually via a 
‘freephone’ or local call 
rate number.

Out-bound telemarketing
Planned use of the 
telephone to make 
unstructured calls to 
a target audience in 
a measurable and 
accountable way.
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they have been told not to call, continue to do so. Telesales calls from outside a 
country’s jurisdiction are, however, difficult to regulate.

A growing area of communications interest associated with telephony is mobile 
marketing. Mobile marketing is marketing using a mobile device such as a mobile 
phone or tablet. In the UK, 94% of the population own a mobile phone and more 
than half of these are smartphones which offer more advanced computing abil-
ity and connectivity than basic mobile phones. Indeed, the UK has one of the 
highest penetrations of smartphones of all the researched markets with 58% of 
the population owning a smartphone in 2012 (Ofcom 2012). Social networking is 
driving much of the use of smartphones in the UK. Four in ten adults (40%) use 
their mobile phones to visit social networking sites, while among 18–24-year-olds 
almost two-thirds (62%) do so. The growth of 3G, 4G and accessible wifi means 
that social media sites, films, games, etc. can be accessed on the move. Mobile 
phone apps (applications) can guide you to your favourite food, clothing or any 
other retail commodity or place of interest. By way of covering the cost of these 
apps, advertising is often incorporated. Alternatively, commercial organisations 
encourage customers to download their particular app as a way of accessing the 
company’s offerings and promotions. As the technology for mobile web browsers 
advances, new applications will undoubtedly develop.

Telesales
Cold calling (without prior 
contact or permission) with 
the objective of making a 
sale or starting the process 
towards a sale.

Cold calling
The process of approaching 
prospective customers or 
clients, typically via the 
telephone, who have not 
agreed to be approached.

insight: Waitrose on Twitter

W aitrose, the rather upmarket supermarket with a Royal Warrant, ran a competition on its Twitter social 
media site. It asked customers to finish the sentence ‘I shop at Waitrose because…’ Instead of strength-

ening relations with their loyal customers, the supermarket chain found itself the subject of ridicule for its 
largely middle-class, upmarket image. Derogatory tweets, accompanied by the hashtag #WaitroseReasons, 
included one from a user who said that she favoured the store because she ‘didn’t like being surrounded by 
poor people’. Others included ‘I shop at Waitrose because Clarrisa’s pony just WILL NOT eat ASDA value 
straw’, ‘I shop at Waitrose because it makes me feel important and I absolutely detest being surrounded by 
poor people’ and ‘I shop at Waitrose because the toilet paper is made from 24ct gold thread’. Perhaps the 
most surreal entry was ‘I shop at Waitrose because I was once in the Holloway Rd branch and heard a dad 
say “Put the papaya down, Orlando!”’

Source: various

More general media (described in an earlier definition as advertising media) include 
magazines and newspapers (often referred to as off the page), television and radio, 
inserts and door-to-door communications. These are normally used as customer 
acquisition devices (used to generate leads) rather than as retention media and 
their particular characteristics are covered more generally in Chapter 8. One area 
of distinct growth of interactive activity, however, is direct response television. 
Direct response television advertising might be described as any campaign which 
persuades customers to contact the company (or their agents) via the internet, 
telephone or any other means. ITV and the DMA conducted a major study into 
how effective TV is when used in conjunction with other communication channels, 
which showed that response levels to DM increase by 143% when TV is included, by 
52% for press and by 175% for online. Internet-enabled television will, undoubtedly, 
refresh interest in this medium.

Silent calls
Calls generated by 
predictive dialling 
technology designed 
to speed up agent 
productivity but which 
frequently leave customers 
with a disturbing silence 
when they answer their 
telephone.

Mobile marketing
The use of the mobile 
telephone medium as 
a means of marketing 
communications.
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Table 13.4 describes the advantages and disadvantages of the various direct 
and digital marketing media discussed.

Smartphone
A mobile phone of fering 
more advanced computing 
ability and connectivity 
than basic mobile phones.

App
A sof tware application 
typically of a small, 
specialised programme 
available to download 
onto mobile devices such 
as mobile telephones, 
personal computers and 
tablets.

Off the page
Direct marketing 
advertising in newspapers 
or magazines.

Direct response television 
(DRTV)
DRTV refers to commercials 
or paid programming made 
for television in which 
viewers are encouraged to 
order either through a web 
page or by telephone.

TABLE 13.4 Direct and digital marketing media comparisons

Advantages Disadvantages

Interactive media

Direct mail  Can generate leads, 
improve image and sell, 
up-sell, cross-sell and help 
build/qualify databases

 Cost-effective
 Creative opportunities

 Cost-per-thousand 
(CPT) high compared to 
advertising

 Clutter (junk mail)
 Environmental issues

Telemarketing  Inbound responsive to 
customer

 Outbound relationship 
building

 Customer intolerance 
against cold calling

Mobile marketing  Inexpensive
 Interactive

 Potentially intrusive

Internet marketing  Inexpensive
 Interactive

 Passive medium
 Millions of sites

Catalogues  As Direct mail
 Frequently kept as reference

 High production costs

Direct response 
television

 Interactivity and movement
 Explanation of features
 Immediate ordering facility

 Must wait for specific 
offerings to be made

Advertising media

Magazines (off-the-
page)

 Enables advertising 
alongside relevant articles

 Enables complex 
explanation

 Relatively long shelf-life

 Mass media and, therefore, 
not highly targeted

Posters  Relatively inexpensive  Only very simple messages

Newspapers  Enables advertising 
alongside relevant articles

 Enables complex 
explanation

 Mass media and, therefore, 
not highly targeted

 Short shelf-life

Television  Interactivity and movement
 Explanation of basic features

 Difficulty in explaining 
complexities

 Relies on consumer 
remembering and 
responding to particular 
email, web address or 
telephone number

Radio  Relatively inexpensive
 Atmospheric

Cinema  Interactivity and movement
 Relatively inexpensive

Inserts  Relatively inexpensive  Easily ignored

Door-to-door  Relatively inexpensive  Easily ignored
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THE OFFERING
The offering on the ‘wheel of prosperity’ model 
(see Figure 13.6) refers not only to the product 
and/or service but to the complete package being 
offered to the prospective customer. How attractive 
the complete package is determines whether the 
sale will ultimately go through and is as important 
online as it is in direct mail or catalogue offerings. 
This package comprises of a number of elements 
which include:

 the offer
 the timing
 the creative element
 the response mechanism
 distribution costs.

The offer is comprised not only of the product/service but the pricing and incentiv-
ising elements as well. Regardless of how successful you have been in attract-
ing target customers to your website or catalogue or how creatively the offer is 
presented, unless the main product/service, any incentive(s) and the price quoted 
interest the customer, the customer will not respond. A secondary incentive may 
be associated with a prompt reply within a given time period. This is offered 
in the knowledge that the longer a customer takes to consider an offer, the less 
likely they are to respond.

The timing of the offer is also crucial as many items are either seasonal or 
associated with a particular time of the year (e.g. Christmas, Valentine’s Day). 
Where information is known about a particular anniversary (birthday, insurance 
renewal date, etc.), appropriate communication can be made with the prospect. 
It is also generally true that, at different times in our lives, we have different 
needs. This is particularly true of the financial services industry. Few teenagers 
are interested in pensions but may be interested in small loans. Couples may 
require substantial loans, particularly if they plan to purchase their own property, 
but are unlikely to have money to spare for investments. ‘Empty-nesters’ (couples 
whose children have left home), however, may have the funds to invest on their 
own or on their children’s behalf.

The creative element of the offer in particular is seen as crucial to its success. 
Developing a creative strategy means:

 defining the primary marketing problem
 developing key selling concepts
 creating message strategies
 specifying the desired action and the means by which it can be accomplished
 including mandatory (i.e. legal) requirements.

The creative element is the ‘icing on the cake’ and can make the difference 
between being noticed and acted on and being ignored.

Just as important is the response mechanism. How easily can the prospect 
contact you? Initially, mail was the preferred media and then the telephone. The 
growth of digital makes them no less crucial. Systems have become much more 
sophisticated but it is frustrating (and a possible deal-breaker) if the email link 
does not work or website navigation is poor.

FIGURE 13.6 The offering

Customer acquisition

Lead qualification

Identify
prospects

Target
media

The
offering

Offering
A number of factors 
(product, price, etc.) which 
together make up the direct 
marketing of fering to the 
customer.
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Distribution costs are another possible deal-breaker, particularly online. 
According to Forrester Research (2012), 42% of online shoppers do not complete 
because shipping and handling costs are too high. While some retailers view free 
shipping to be a competitive advantage that attracts shoppers, the majority of 
retailers interviewed by Forrester perceived free shipping offers to be a ‘necessary 
evil’ in the online world (2012).

CUSTOMER RETENTION

Once a prospect has become a customer, the work of retention begins. Direct 
and digital marketers build their database and continually qualify (i.e. update 
and improve) the data over time but, as Clive Humby of Dunn Humby9 claimed 
it is not the detailed transaction data that is of interest per se but patterns in 
the transactions’. To enable patterns to emerge, direct marketers use software 
frequently based on three factors:

 recency: how long ago did this customer buy from us?
 frequency: how often does this customer buy from us?
 monetary value: how much does this customer spend with us?

As might be expected, it is likely that those customers who have most recently 
bought from the company and have most frequently spent relatively significant 
amounts with them are those most likely to be the most valuable in the future. 
Profiles can also be based more specifically on customer purchase and price 
preferences and other details. Online retailers such as Amazon use customer 

9 Formerly an independent company that helped launch Tesco Clubcard, now a part of Tesco.

FIGURE 13.7 Customer retention
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history (and that of customers who have purchased similar goods) to offer further 
suggestions at the time of the transaction and in regular updates. Once profiles 
have been established, the company may wish to contact the customer through 
newsletters, updates, etc. to maintain contact. Alternatively (or additionally), 
correspondence may be aimed at additional sales or targeted to cross-sell (sell an 
associated product) or up-sell (sell a higher quality product), increasing the value 
of that customer to the company. An example of this is SportsDirect.com whose 
regular newsletters promote special offers while encouraging regular sales. The 
retention of customers over time becomes the basis of the ‘spiral of prosperity’ 
for the organisation.

Customer retention is seen to be positive and organisations go out of their way 
to maintain relationships. Proactively, this may take two forms: sales commu-
nications and non-sales communications such as emails, e-newsletters, welcome 
packs (on- or off-line), out-bound telemarketing, etc. Sales communications have 
the advantage of both maintaining contact and generating profit but these may or 
may not be appropriate on every occasion. One undoubted problem with regular 
communication is deciding how often customers should be contacted. There is a 
fine line between ‘acceptable’ and ‘too much’.
Another set of retention methods is associated with the principle of negative 
option. In effect, the principle takes advantage of our inclination to do nothing 
until something (often a negative perception) prompts us to take action. The 
principle of negative option is behind many club and other short-contract oper-
ations where, unless the consumer makes an effort to refuse that month’s offer 

Recency
How recently has a 
customer purchased from a 
company?

Frequency
How frequently does the 
customer purchase from 
the company?

Monetary value
What value does the 
customer spend with the 
company?

Cross-sell
Selling existing customers 
products or services 
outside of their existing 
purchase(s).

Up-sell
Selling existing customers 
products or services of a 
higher quality (and price) to 
their existing purchase(s).

insight: Dynamic pricing

D ynamic pricing is a practice that has existed for many years. Prices differ on the basis of demand, date, 
geography and other variables. Initially, the internet was seen as a way of levelling prices because the 

internet is so seemingly transparent. However, as the internet became more sophisticated, new opportunities 
to leverage dynamic pricing presented themselves and the practice is widespread in some industries, notably 
transportation. However, when it comes to implementing these new profit opportunities, are retailers breaking 
any trust built up with them? Many consumers feel dynamic pricing is not fair. Amazon is well aware of this 
issue. The world-famous internet bookseller tried out a dynamic pricing strategy that varied the prices of 
products by determining the profiles of existing customers. Regular customers, it was hypothesised, would 
be more likely to pay more and, therefore, should be charged more for products! Discussions began on 
message boards and forums and stories began to spread about price differentials between whom Amazon 
perceived as new and existing customers. Confusion became outrage as customers found out what was 
going on. An Amazon spokesperson stated that the experiment ‘was done to determine customer responses 
to different price levels’. Ultimately, the company admitted its mistake and promised its customers it would 
not happen again. Coca-Cola too tested dynamic pricing in vending machines where prices fluctuated 
based on the surrounding temperature. The theory was that a soft drink would be worth more when it is 
hot outside and that demand for soft drinks would decrease in cold weather. Adverse reaction caused the 
company to relent.

Source: various
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(for example, the ‘monthly choice’), you will be invoiced accordingly. Another 
example is also known as ‘free-to-pay’ conversion plans. Under this, a consumer 
receives goods or services for free (or for a reduced fee) for a trial period. After 
the trial period ends, the seller automatically begins to charge a fee (or a higher 
fee) unless the consumer cancels or returns the goods or services. Often, these 
‘free-to-pay’ plans are placed in conjunction with another purchase. The reas-
oning is that anything that is ‘free’ (or substantially cheaper) is attractive to 
the consumer who, in many cases, fails to cancel at the end of the trial period. 
Certain financial devices also work on this principle. Insurance companies 
will automatically renew policies if the policy holder does not advise them to 
the contrary. Once a standing order or direct debit has been established, the 
customer must actively cancel the instruction before the relationship is ended. 
Research indicates that these devices substantially lengthen the lifetime value of 
the customer. Such is the value of such devices to organisations that they are 
frequently prepared to be exceptionally generous in the incentives offered for 
them to be set up. According to MoneySupermarket.com in 2012, nearly three 
million people in the UK are paying for services they no longer need because 
of forgotten direct debits. Continuous credit (offered by many mail-order and 
online companies) and leasing/rental agreements similarly keep relationships 
from terminating. Non-financial incentives to loyalty include clubs (where 
membership entitles members to certain privileges), continuity series (where a 
finite number of items are made available over time), subscriptions and loyalty 
programmes.

TESTING AND ANALYTICS
Testing is of central importance to the success of direct and digital marketing. 
Testing, as noted in Chapter 6, is different from market research. While research 
may tell you why something works and suggest a number of alternatives, testing 
establishes whether something works and evaluates alternatives. Testing (on- or 
off-line) can predict, therefore, the outcome of future marketing activities and is 
crucial to the integrity of direct and digital marketing. Effectively, all elements of 
the offering can be tested including:

 customer base: different lists, parts of lists, etc.
 the offer: variations in the offer (including price) or the incentives
 the timing: varying the timing of the offer, one-shot versus campaign, etc.
 the creative element: varying the creative element including the copy, physical format 

and media.

In simple terms, tests are made against a control sample, usually the existing best 
variable in the way shown in Table 13.5. A/B tests, as they are known, are usually 
performed to determine the better of two content variations. In this example, the 
response of each audience and each offer can be made.

With the advent of online services, testing may take place in real time. 
According to the Digital Analytics Association,10 web analytics is the measure-
ment, collection, analysis and reporting of internet data for purposes of under-
standing and optimising web usage. In the online environment, multivariate 
testing is used so that one or more (sometimes many more) components of a 
website can be tested in a live environment. Where web analytics scores is 

10 See www.digitalanalyticsassociation.org

Lifetime value
A calculation made 
(usually on the basis of 
likely future business 
discounted to present-day 
value) of the likely value 
to an organisation over a 
customer’s lifetime.

Continuous credit
By paying in instalments, 
a line of continuous credit 
(to a maximum amount) is 
of fered to the customer.

Continuity series
Where a f inite number of 
items (usually in a series or 
set) is made available over 
time (e.g. monthly).

A/B tests
A testing method that 
uses randomised 
experiments with two 
variants.

Web analytics
The measurement, 
collection, analysis and 
reporting of internet 
data for the purposes 
of understanding and 
optimising web usage.
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Multivariate testing
A method of testing which 
uses dif ferent content for 
many elements across 
one or more web pages to 
identify the combination 
of changes that yields the 
highest conversion rate.

Sampling error
The error caused by 
sampling only a small 
number of the total 
population. Using sample 
data presents the risk 
that results found will not 
represent the results that 
would be obtained from 
using data involving the 
entire population.

Significance
Analysis of dif ferences 
between the observed and 
expected results, noting 
whether they are real and 
signif icant dif ferences.

Confidence interval
In market research, how 
dif ferent the results must 
be before you can be 
confident of its  
signif icance.

summary 

This chapter traced the development of direct and digital marketing which it described as an interactive 
system of marketing. It reviewed the reasons behind the growth of direct marketing and looked at how, 

more recently, the internet in particular has made it such a powerful marketing communications tool. 
The chapter reviewed those developments associated with the increase in processing power, analytical 
systems development and other technological advances. It described the characteristics of direct and 

TABLE 13.5 A/B testing

Control Test 1 Test 2

testing new offer
---------------------------------------

List A List A List B

Proven offer New offer Proven offer

--------------------------------------------------------------------------
                                                 testing new list

in the ability to provide data (including visitors, geodemographics, etc.) on a 
changing set of stimuli in real time. Different presentations can be made to 
different consumers and the ‘offer’ adjusted accordingly. It is essentially no 
different from the A/B tests referred to above except that, theoretically, the 
effectiveness of limitless combinations can be tested.

The reliability of any given test is determined by three statistical concepts rel-
evant to direct and digital marketing.11 These are:

 the sample: how representative it is of the population at large. Thus, the sampling error is 
the difference between the mean of the sample and the mean of the population as a whole. 
The greater the level of error you can tolerate, the smaller the sample can be

 the significance: analysing the differences between the observed and expected results and 
noting whether they are real and significantly different

 the confidence interval: how different the results must be before you can be confident of 
their significance.

Testing is relatively low cost (especially online) and reliable if properly 
executed, and can save the organisation money and/or help realise future 
revenue. It can be analysed and refined over time and help secure competit-
ive advantage. Indeed, testing provides information on the likely outcome of 
future marketing activity.

11 Although a brief description appears here, full statistical explanations are beyond the scope of 
this text.

(Continued)
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digital marketing and compared them with traditional marketing and the outcomes achievable through 
effective database management. The chapter went on to describe the operation of direct and digital 
marketing in organisations where the principal objectives are to acquire and retain customers. Using 
the ‘wheel of prosperity’ as a model, it reviewed the identification of prospects through lists and other 
sources, the targeting of the media and the offering as an ‘acquisition strategy’. Once this is achieved, 
building and updating, cross-selling, up-selling and win-back strategies are part of the maintenance 
and retention of relationships. In conclusion, the importance of testing to direct and digital marketing 
was highlighted.

(Continued)

review questions 

 1. What do you understand by the term ‘data mining’?

 2. Explain the value of a database.

 3. What factors have led to the growth of direct and digital marketing?

 4. Give the principal objectives of direct and digital marketing.

 5. Explain the differences between ‘suspects’ and ‘profiled prospects’.

 6. Explain the meaning of customer relationship management (CRM).

 7. To what extent can telemarketing be used for CRM activities?

 8. What are the benefits of online and off-line catalogues?

 9. Testing is a feature of direct and digital marketing activities. What can be tested and why would 
you test at all?

10. Explain the leaky bucket metaphor.

discussion questions

1. Databases are crucial tools to the direct marketer. What are the problems associated with data 
capture and storage and how might this impact on a campaign?

2. Using an existing campaign, analyse it in terms of the wheel of prosperity. What is it trying 
to achieve and how does it integrate with other communications being undertaken by the 
same company?

3. Discuss the phenomena of junk mail and junk email. Why do companies send it out? Why is it 
considered junk and by whom?
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case study 13.1: One Direction – Building the brand

Credit: Featureflash/Shutterstock.com

Despite only coming third in the 2010 X Factor final, behind 
Rebecca Ferguson and the series winner Matt Cardle, 

the manufactured group One Direction (1D) has built itself 
into one of the world’s greatest music brands in a very short 
space of time. The official website, www.onedirectionmusic.
com, boasts of the group’s achievements so far:

 61 album and single no. 1’s worldwide
 the last album, ‘Take Me Home’, was no. 1 in 

37 countries
 the debut album, ‘Up All Night’, was no. 1 in 

17 countries
 the only UK band to have its first two albums debut at no. 1 in the USA
 the first UK band since The Beatles to have two no. 1 albums in the same year in the USA
 winners of two Brit Awards in 2012 for ‘Best British Single’ and 2013 for ‘Global Success Award’
 awarded three MTV VMAs and three MTV EMAs
 received NRJ award for ‘Best International Group’
 won three Billboard Music Awards for ‘Top Duo/Group’, ‘Top New Artist’ and ‘Top Pop Artist’
 two Sunday Times bestselling books
 a sold-out 2013 UK arena tour
 over 18.5 million Facebook fans and 71 million combined followers on Twitter.

It is this last statistic that indicates what has helped rocket the group to worldwide fame so quickly. One 
Direction uses social media to interact with fans (known as Directioners) on a daily basis. Individual 
members of the band, Niall Horan, Zayn Malik, Liam Payne, Harry Styles and Louis Tomlinson average 
around 13 million Twitter followers each, with daily updates and fan interaction. YouTube is another 
medium used. The ‘What Makes You Beautiful’ track on the band’s Vevo channel had an estimated 418 
million views. 1D also has a comprehensive website to post information and sell products like T-shirts, 
hoodies, posters, bracelets and even dolls of each band member! The website is in several different 
languages and although the same worldwide, local news is personal to the country domain.

In early 2011, the band encouraged fans from outside the UK to get active on social media and help 
build a bigger fan base, with the ‘super fans’ who were the most successful winning an appearance from 
the 1D boys in their own country. This engagement strategy continues with fans being asked to help 
make decisions, such as what the boys should wear or where their next photo shoot should take place.

One Direction’s 2013 North American tour was sold out nearly a year in advance. Tickets went on sale 
just months after the band’s American breakthrough in March 2012 when ‘Up All Night’ debuted at 
no. 1. When the group hit the road on 13 June that year, a multinational brand partner was in tow in 
the form of Mondelez International’s Nabisco, whose brands (Chips Ahoy, Oreo, Trident, Ritz, Stride, 
Cheese Nips, Dentyne and Honey Maid) were all sponsors of the One Direction North American tour. 
The sponsorship follows in a tradition that Nabisco brands have in aligning with major pop stars, with 
earlier examples being ‘N Sync and Britney Spears.

The seeds of One Direction’s US success were sown in the UK in 2012, when an online marketing 
campaign targeted at European fans quickly spread to both North and South America. Simon Cowell’s 

(Continued)
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Sony-backed record label, Syco, teamed up with London advertising agency Archibald Ingall Stretton 
to create a ‘transmedia adventure’ that engaged fans in both online and real-world adventures. Over 
50 days, the campaign increased two-fold the traffic to One Direction’s website. It attracted 200,000 
participants who completed 20 separate challenges, creating along the way 12 Twitter trends and more 
than 2.5 million YouTube views. The strategy was not to be overtly commercial but to engage fans and 
make them feel part of the campaign.

For 2014, a world stadium tour has been announced. The group is to launch their own fragrance, ‘Our 
Moment’, and a movie, This is Us, is set to be released in cinemas worldwide. According to the Daily 
Mail, ‘One Direction aren’t just a pop band. They’re a hysteria-inducing, social media-fuelled, world-
conquering phenomenon’.

Case study questions
1. How has One Direction used social media to build the group’s international reputation?
2. Is the band’s success ‘hysteria-induced’ or due to successful marketing?
3. What are the commercial benefits of Nabisco sponsoring the tour?

(Continued)
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