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Facing the Direct Mail Dilemma

Counter the rising cost of catalogs with a new 
approach to best-customer segmentation

Increasing paper costs. Rising postal rates. Every catalog 
marketer has been hit with these double-barrel increases. 
And yet the usual solutions to counter these rising costs 
lead to decreasing returns. The good news is there is a way 
to control your costs and, at the same time, increase your 
ROI from your best customers. It requires some highly 
disciplined segmentation work along with what might 
seem a counterintuitive approach to your most loyal 
shoppers. But it works.

Based on our extensive work for clients including Garrett-
Wade, MoMA, Smithsonian, Yankee Candle and many 
other leading catalogers, the short- and long-term returns 
you will see far outweigh the work involved. It’s a total 360o 
approach that makes the most of direct mail and online 
customer data to segment shoppers based on true buying 
behavior. Here we offer a step-by-step approach.
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Facing the Direct Mail Dilemma

The Usual Responses  
Are Short-Sighted
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In discussions with our clients and at recent trade forums, we have observed that many  
catalogers jump to one of two quick solutions to address rising costs. 

The other leading response: 

This has the apparent double benefit of lowering both 
paper and postage costs. But it also means offering less 
selection to catalog shoppers. Yet, for those shoppers 
who rely on catalogs as their primary means of shopping, 
extensive page browsing is the very experience they seek 
when they open your catalog. Cutting down on paper 
might save money upfront, but it quickly erodes the 
shopping experience for those valued customers.

Cut down on 
page counts

The inevitable result of both solutions is the same: 
immediate savings at the expense of orders and long-term 
value. Not only do these cost-saving approaches lower the 
overall order volume for each individual catalog, but they 
also devalue the entire brand experience. The quick bump 
in ROI has a negative long-term impact on the lifetime 
value of your brand for your most loyal customers.

Solution one: 

While this certainly saves on mailing costs, it also cuts down 
on reach. And where do you cut? For many marketers, 
those cuts come from their lowest-performing customers. 
While this might seem intuitive, our experience has shown 
that is likely the wrong approach. In fact, the most cost-
effective people to leave off your catalog lists may well be 
some of your most loyal customers. 

Cut circulation
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Forget What You Know  
About Your Best Customers

The truth is many of your best customers 
are probably not relying on your catalogs 
to shop your products. And yet you are 
likely giving them top priority on your CRM 
mailing lists. 

The key to success in today’s multi-
channel world is re-segmenting your best 
customers through a highly disciplined, 
multi-step process that delivers expensive 
catalogs only to those shoppers who really 
rely on them to do their at-home shopping. 
And, with the steps outlined below, you will 
be able to clearly see who those customers 
are. As for the others? Why mail them 
catalogs that are probably sitting around 

the house unopened? It doesn’t mean you 
should ignore those other customers—you 
simply need to communicate with them 
through Direct Mail in a different way.

We warned you—this might seem 
counterintuitive. And yes, we are saying 
that many of your very best customers 
should no longer receive a catalog from 
one of their favorite retailers. But, in fact, 
knowing the shopping habits of your 
best customers has been the key to retail 
success in any era. This new approach 
simply lets you know how each of your 
best customers truly prefers to shop 
your offerings.

What is called for is a totally new approach to deciding who gets your catalogs . . . and who 
does not. And the answer is probably not what you expect.
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Step 1: Start with a New 
Approach to Segmentation
At the highest level, sort your customers into three categories:

Web-Only Buyers:

Frequency is as essential to determining this category of 
shopper as is exclusivity of channel choice. Consider only 
those customers who have made at least three online 
purchases. This offers enough evidence that they are truly 
dedicated online shoppers.

Multi-channel Buyers:

You will need to separate those buyers who truly bounce 
around channels from those who are more accurately 
web-only shoppers. Some new customers place their f irst 
orders by phone but then switch over to online shopping 
after that initial order. If you see that pattern, and the 
shopper has placed at least three subsequent orders 
online, move them to the Web-Only Buyers group. If not, 
leave them out.

Phone- and Mail-Only Buyers:

These customers should not be considered from removal 
from your catalog mailing lists. They clearly are reliant on 
DM catalogs. While they might not all be among your very 
best customers from a value-per-order perspective, they 
are your most loyal print catalog shoppers. Don’t deny 
them that experience—and the chance to turn occasional 
shoppers into brand loyalists.

Note that this segmentation is based on shopping behavior rather than on dollars per order. While web orders tend to 
have a lower AOV than phone orders, you simply can’t change a shopper’s channel preference simply to generate that 
extra dollar or two. Focus on channel and frequency and more orders will follow.

Catalog Use Is on the Upswing
While this jump in catalog spending coincides with 
COVID-19, it is likely that Americans have adopted new 
shopping habits during the pandemic that will last well 
into the future.

2018 2019 2020

1,678

21,821
27,426

Advertising spending in the catalog, mail-order houses industry in the  
United States from 2018 to 2020 (in million U.S. dollars)

Source:
Schonfeld & Associates
Statista 2021
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Step 2: Dive Deeper into Shopper 
Frequency and Email Metrics

Some further segmentation will help 
you even more accurately identify those 
customers who are organically shopping 
on your site without the need for a catalog 
prompt. As a next step, subsegment 
your Web-Only Buyers by the frequency 
of visits to your site. See how breaks of 
30, 60, and 90 days look, or whatever 
intervals make sense for your category. 
You might see a logical cut-off point that 
separates your frequent online shoppers 
from those who might be more casual 
visitors. If so, keep the frequent group off 
the catalog list while providing that extra 
in-mail nudge to the rest.

Every DM program these days should 
coordinate with your email efforts. Are 
you reaching the same people? Are you 
identifying who on your email list is also 
a cross-channel shopper and who is a 
single-channel shopper? Customizing 
messages to those who likely browsed 
your print catalog from those who 
probably ignored it can make a big 
difference in driving each shopper to 
the right channels to further browse and 
purchase. Who opens your emails? Who 
reads them but doesn’t react? And who 
actually is motivated to finally put an 
item in their cart? As always, the more 
you know your customers, the more you 
can provide them with relevant messages 
and offers. And the more you can move 
them from curiosity to checkout.
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Step 3: Test, 
Remodel, Repeat
Finally, test. And test again. There 
is no one-size answer for every 
cataloger. The way you segment your 
customers is unique to your brand, 
product offerings, promotional offers, 
and the way shoppers actually shop 
your goods. Set up some test cells. 
Measure the results. Remodel. Repeat. 
Ongoing testing should be a part of 
every cataloger’s CRM strategy. 

This doesn’t mean that you should 
totally drop your Web-Only Buyers 
from all DM contact. Even those 
shoppers can use a little reminder in 
a non-online channel now and then. 
After all, everybody likes to find a 
happy surprise in their (non-virtual) 
mailbox. But rather than sending 
them an entire, and expensive, 

catalog, plan for some more cost-
efficient letters, postcards, or even 
self-mailer mini catalogs. And think 
about providing a Best Customer 
Offer. These mailings can be further 
tested against another set of similar 
shoppers that get the full catalog and 
one that doesn’t get DM of any kind. 
We think the results will surprise you. 

Recently the Harvard Business 
Review ran a test against the digital- 
only buyer segment for a luxury 
e-commerce retailer and found that 
a group that was marketed to with 
an email + catalog combination 
experienced a 15% lift in sales and a 
27% lift in inquiries compared to the 
email-only group. 1

1 https://hbr.org/2020/02/why-catalogs-are-making-a-comeback

Don’t Ignore  
Web-Only Shoppers!
Even Web-Only Buyers Love a  
Well-Intentioned Postcard!   
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Bottom Line:  
“Know Thy Customer”  
Is Truer Than Ever

As we said up front, this new form of 
segmentation will require some work 
on your part. After all, it is probably quite 
different from the way most catalogers 
have been thinking about who gets 
a catalog and who doesn’t. But our 
extensive experience has shown that lists 
built on actual shopping behavior are, in 
fact, far more efficient than those based 
on individual customer value. And the 
key to that understanding is to rethink 
the way you read your customer metrics.

What was true in the earliest days of retail 
is still true today: the better you know your 
shoppers, the better you can guide them 
to the final point of sale. The difference 
today is that shoppers have more ways to 
shop than ever before. In which case, let 
their individual behavior guide you, not 
the other way around. 



Expertise Matters. With over 20 years of extensive experience in f inding and engaging customers, we understand 
how to pair offline and online tactics to create programs and campaigns that matter. Our segmented approach to 
direct mail has proven time and time again to be a positive ROI tactic for our clients.
 
Tapping into our two decades of DTC strategy and analytics-focused approach, we have designed a CRM solution 
that f its seamlessly into your existing tech stack. Whether you’re looking for the ability to track customer migration 
over time, understand your consumers’ active basket behavior or track demographics, our robust solution offers it 
all within a streamlined build and launch process.

Let us help you plan an omnichannel strategy  
and leverage the strength of direct mail.

973.889.0006 
letstalk@marketsmithinc.com 
marketsmithinc.com
2 Wing Drive, Cedar Knolls, NJ 07927
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