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Abstract: The competition for reaching and satisfying
customers is becoming fiercer everyday. Companies are now
aware that to be successful they have to obtain information
about their customers in order to build strong and long lasting
relationships with them. Therefore, the understanding of
database marketing, which is the gathering, saving and using
the valuable customer data to the mutual benefit of the
company and the customers, is becoming crucial. The article
aims at defining the database marketing concept and
reviewing its historical development. While discussing the
phases and the driving forces leading to the development of
database marketing, examples from the United States of
America where database marketing is widely used are
provided. Furthermore, the applications of database marketing
in Turkey are investigated with a sector focus. The benefits of
database marketing for involved parties are discussed in detail.
Lastly, the ethical aspects related to database marketing are
touched upon briefly.
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VERI TABANLI PAZARLAMANIN GELISIMIVE EVRIMI:
KAVRAMSAL BiR YAKLASIM

Ozet: Hergecen glin miisterilere erigsmek ve tatmin etmek
konusundaki rekabet daha da cetinlesmektedir. Kurumlar
miisterileri ile giiclii ve uzun siireli iligkiler kurarak basariy
olmak icin miisteri bilgisinin ne kadar dnemli oldugunu
anlamis bulunmaktadirlar. Boylece, degerli miisteri bilgisinin
toplanmasu,saklanmast ve hem miisteri hem firmaya fayda
yaratacak sekilde kullamilmas: olarak ifade edilen veritabanl
pazarlamanin  anlasimast ve etkin kullanilmas: daha da
onemli bir hale gelmistir. Bu makale, veritabanh pazarlama
kavranin: ve tarihsel gelisimini incelemeyi amaglamaktadr.
Veritabanly pazarlamanmin  evrelerini ve gelisiminde rol
oynayan itici giicleri ortaya koymarmmn yamsira, calismada,
veritabanly pazarlamanin yogun olarak kullanildigr Amerika
Birlesik Devletleri’nden ornekler verilmekte, Tiirkiye’deki
veritabanl pazarlama wuygulamalart farkly sektorler bazinda
irdelenmektedir. Ayrica, etkin  veritabanli  pazarlama
uygulamalarimin girketler ve miisteriler acisindan faydalart
detayli olarak ele alinmakta ve son olarak veritabank
pazarlamamn etik boyutu degerlendirilmektedir.

Anahtar Kelimeler: Dogrudan Pazarlama, Hiskisel
Pazarlama, Miisteri Sadakati, Pazar
Boliimlemesi, Veritabanli Pazarlama

L INTRODUCTION

The increasing affluence of today’s consumer
society has created a market place that is rapidly
fragmenting in such a way as to render the older mass
marketing techniques increasingly expensive and
ineffective. The effort in consumer marketing to
distinguish one’s real prospects from the undifferentiated
mass is increasingly important. In the past, companies
have not used the information provided to them by the
customers effectively. It is the advances in information
technology, which enabled and speeded up the collection,
retention and use of customer information in the creation
of a competitive advantage for the companies.

Today, the use of customer information as a source
of marketing information, as a means for customer
communication and as a driver of marketing strategy, has
become prevalent in the marketplace. With the increasing
value of customer information, database marketing’s

popularity also increased at a rapid pace in the United
States and European countries.

The objective of this paper is to review the issues
related with database marketing and touch upon its
applications in Turkey. After an overview of the
definition of database marketing and its development, the
sectors which use it more effectively in the United States
are presented. The applications of database marketing in
Turkey are investigated with a sector focus. Afterwards,
the benefits of database marketing for involved parties are
discussed. As last, the social and legal considerations
related to database marketing are touched upon briefly.

II. DATABASE MARKETING
II.1. Definition of Database Marketing
To describe the same phenomenon, which is “the

recognition of treating each customer individually
regardless of the number of the customers to be
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addressed” several terms are used interchangeably [1].
According to certain authors there is little distinction
between database marketing and direct marketing and
they can be considered as synonymous [2,3]. Brown [4]
also listed the terms database marketing, individualized
marketing, one-to-one marketing, bonding, etc. as
meaning the same concept.

Several attempts have been made to define
database marketing. Different authors emphasized
different aspects of database marketing in giving a
definition. Database marketing is described as “gathering,
saving and using the maximum amount of useful data
about your customers and prospects, to their benefit and
your profit” [5]. As there is no generally accepted
definition of database marketing, Roberts and Berger [6]
stress the segmentation capability as the main strength of
database marketing in their definition. They state that
“database marketing is a segmentation process carried out
in a computerized database of customers and prospects
using statistical analysis and models in order to target
individuals instead of the entire segments of customers
and prospects”. Similar to the approach of Roberts and
Berger [6], Forcht and Cochran [7] also define database
marketing as the broad term to describe the type of market
segmentation used by businesses through knowledge
discovery.

However, by borrowing ideas from different
authors, DeTienne and Thompson [8] define database
marketing from a strategic perspective. According to the
authors, database marketing is “the process of
systematically collecting, in electronic or optical form,
data about the past, current and/or potential customers,
maintaining the integrity of the data by continually
monitoring customer purchases and/or by inquiring about
changes status and using the data to formulate marketing
strategy and foster personalized relationships with
customers”. Fletcher et al. [9] also state that database
marketing uses the data to identify and communicate with
precisely targeted customers and prospects, within a
planned framework, while creating long-term customer
relationships. The authors point out that the immediate
aim may be tactical, but the ultimate aim is to maximize
lifetime customer value.

Marketing databases have become an integral asset
to businesses, largely due to the evolution of relationship
marketing and the realization that in order to be
competitive, companies need to build a relationship with
their customers which is based on more than just price.
Database marketing aims at building a profitable
individua] relationship with each customer [8]. In the past,
relationship marketing was conceived as an approach to
industrial and service markets. With the developments in
database marketing within an increasingly competitive
and fragmented marketplace, relationship marketing has
been extended to applications in consumer markets [10].
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Companies are now aware that to build loyalty, strong and
durable relationships must be created [11]. Since
relationship marketing stresses personalized customer
interaction, it is found to be very relevant in the formation
of database marketing strategies [12].

IL2. The Phases of Database Marketing

The first phase of database marketing is to gather
raw data about customers. There are various external
sources such as governmental records and data collection
companies from where the information can be obtained.
However, the company can also collect information about
its customers through recording every contact they make
with the company. However, not to be overloaded with
data, the marketing manager must identify the internal
sources of data and develop systems to capture the data
for input in the database. If additional data is required,
further research to collect it from external sources must be
carried out [6].

The second phase involves data mining. Once an
organization begins to systematically collect data, it
quickly finds itself confronted with huge amounts of it.
The primary challenge is how to make the database a
competitive business advantage by sifting through the
enormous stores of seemingly meaningless facts and
converting data into useful information. Forcht and
Cochran [7] state that data mining is an interactive
process that involves assembling the data into a format
conducive to analysis. The data must be cleaned from
errors and flaws. The aim of data mining is defined as
discovering links between customer behavior and any
variable that might potentially be useful [13]. Once the
data are mined to establish patterns and make predictions,
the results must be tested and verified. This means that
several methods need to be tried and the results compared
[14]. Although the entire process is extremely time
consuming and costly, data mining is crucial for the
effective use of information.

The following phase consists of using the data in
building relationships with the customers. It is proposed
that to make this relationship beneficial and attractive for
the customer a value must be offered. Ravald and
Gronroos [15] suggest that a customer-oriented value
added to the offer is an important constituent of the
relationship between the company and its customers.
Unless there is a value proposition, database marketing is
perceived as a threat to privacy (this issue is investigated
in the last section of the paper in more detail). However, it
is also argued that the issue has to shift from privacy
concerns to a commercial negotiation in which consumers
demand a reward such as personalized benefits, for
having provided data about themselves [16].

Database marketing has tremendous potential for
making many aspects of the marketing process more cost
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effective and influential. However, to achieve this, a great
deal of effort is required. Perhaps even more important, it
requires a new way of thinking on the part of the
marketing personnel in most organizations. It is therefore
imperative that, before database marketing is adopted,
marketers ask themselves how the database will be useful.
They can then measure prospective costs against potential
benefits. Furthermore, they can plan the necessary actions
in a way as to provide maximum effectiveness.

IL3. Alternative Media for Database Marketing

After mining the data, marketing managers can use
the information for different purposes such as product
development, cross-selling, new product launching, and
establishing close relationships with the customers etc.
However, the medium used in reaching the customers
play an important role in the acceptance or rejection of
database marketing.

As Blattberg and Deighton [17] point out
addressable marketing is not new: mail and telephone
have been important marketing tools for many years and
the sales force even longer. Face-to-face, personal selling
is the oldest form of direct marketing. Today, several
businesses use this method to contact their customers.
Another widely used medium for direct marketing is
mailings. Mail-order marketing through catalogs has been
around beginning from the early 1900s [8]. As a result of
the advances in technology, today the customer data is
kept and used more effectively. Therefore, the above-
mentioned methods are used in a more targeted and
sophisticated manner than they were used years ago.
Telemarketing is another form of direct marketing. As
there may be human interaction in some forms of
telemarketing, there is a particular need to understand
how rapport might be developed on the telephone [18].

Besides the traditional media, technology offers
new media for direct marketers. These are interactive
television, electronic kiosks, on-line services and
Internet/World Wide Web. The strength of the new media
marketplace is in its ability to give instant access to
incredible amounts of information in a cost effective
manner also  enhancing  customer relationship
management [19]. This information is stored and
distributed in digital form. Furthermore it is available on
demand, when a consumer needs it, not necessarily when
a marketer wants them to receive it. Once created, it
requires little human intervention on the part of the
marketer, except for periodic updates. Furthermore
because they are interactive, they offer the opportunity to
customize messages to each customer [3]. For example,
the mail order catalog marketing can be turned to an
interactive relationship with the use of computers. Each
catalog’s content may evolve in response to demand
because the marketer can use the computer to assemble a
different catalog for every customer [17]. The

introduction of new electronic media enabling
interactivity seems to create major changes on how
marketing is handled.

II. HISTORY AND DEVELOPMENT OF
DATABASE MARKETING

In this section the origins of direct marketing and
the driving forces of its development will be investigated.

II1.1. History and Origins of Database Marketing

Years ago, direct marketing where salesmen met
with customers personally was the primary way of
marketing. However, because of cost concerns, but
especially with the advent of mass media, this type of
marketing became eventually less applied. Actually,
database marketing’s origins can be traced directly to the
field of direct marketing, which in turn emerged from the
field known as “mail order” prior to the late 1960s in the
USA. Sears Roebuck, Montgomery Ward and other
catalog companies pioneered strategic mail-order
marketing, beginning in the early 1900s to analyze
subscriber lists and channel resources toward promising
customers. Although certain mathematical models for
analyzing customer data were developed, even at this
early date, the manual application of these models,
however, proved difficult. To simplify the analysis and
strategy implementation, companies lumped customers
into broad categories. Thus, an early response to the
availability of customer data was market segmentation

[8].

During the 1950s, increased emphasis on
customer access led to the proliferation of lists of
potential customers. The compilation and marketing of
the lists themselves became a substantial industry.
However, it was not until 1960 that mass customer data
was captured electronically [8]. Although the scope of
database was defined much narrower than it is today, the
term “database” was first coined at an American military
seminar in 1963 on “development and management of
computer-centered database” [20].

In the late 1970s a small group of American direct
marketers at American Express was looking for a way to
improve the response rate to direct mail credit card
solutions. The candidates for card membership, which
constitute 5% of the population, were identified by using
advanced demographic and geographic segmentation
techniques. However, traditional segmentation was not
adequate to identify, out of this demographic pool,
prospects that had a sufficiently high probability of
mailings satisfactory. The direct marketers believed that
through analyzing the billing records of the company, the
purchase behavior of the current card members could be
investigated. Given assistants and a small budget, the
teams worked hard and developed techniques to generate
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savings in mailing costs while maintaining or increasing
the number of new customers acquired. Management
permitted them to reinvest cost savings in improved
technology. Thus was born the discipline of database
marketing [6].

According to Blattberg and Deighton [17], the cost
of holding a consumer’s name, address and purchase
history on line has fallen by a factor of a thousand since
1970s and is still continuing to fall at a rapid rate.
According to these authors, direct marketing is not new
but low-cost electronic management is new. Due to
increased computer cfficiency, several sophisticated
analysis and statistical tools were developed in 1980s.
The developments continued with a faster pace in 1990s
and today marketing databases have spread to industries
other than direct mail.

IIL.2. Driving Forces of the Development of Database
Marketing

Although the advances in technology is the main
driver speeding up the fast development of database
marketing, other factors such as change in market
behavior; and the decreasing effectiveness of mass media,
in turn affected the rise of database marketing in the last
20 years. Those factors will be investigated below.

IM1.2.1.Advances in Technology and the Increasing
Value of Information

Today, the marketing environment is more
dynamic and volatile than ever. As a result, competition is
becoming fiercer. In such an environment knowledge or
information emerges as an asset, often with significant
market value [21].1t is also argued that the basic economic
resource is no longer capital, or natural resources, or
labor, but is and will be knowledge or information.
Among the types of knowledge considered to be very
important are (1) knowledge about consumers (2)
knowledge about best practices/ effective processes (3)
knowledge about the company’s competencies and
capabilities, and (4) knowledge about a company’s own
products and services [22]. According to the author, as we
enter the new millennium, the evolution and degree of
utilization of knowledge management systems within
individual corporations will play an important role in their
success or failure. Consequently, to handle the increasing
external and internal information flow and to improve its
quality, companies will need to take advantage of the
opportunities offered by modern information technology
(IT). IT has a key role in enabling the companies to
gather, maintain and process the information, whereby
creating a competitive advantage [23].

According to Peattie and Peters [24], the middle of

the 1990s is being acknowledged as a turning-point within
the field of information technology. During its
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development, from 1960 to the early 1980s, IT was
dominated by mainframe computers and issues of data
processing. It was bulky and expensive. The main area of
usage was computation. Even such, it meant new
opportunities for marketers such as production flexibility
and product quality, together with massive new customer
and order databases to analyze. These systems allowed
new and better information used in marketing planning
and communicating to internal customers.

The second age, that of “computers” emerged from
the mid 1980s and was symbolized by personal computers
(PCs). The PC encouraged decentralized computing
within companies, with systems increasingly owned and
developed by end-users instead of technical specialists.
The customer data was better tracked and analyzed
however, the internal and external communication was
limited in scope. During 1980s, IT became increasingly
important to the development and execution of corporate
and marketing strategies. IT was increasingly applied in
the search for competitive advantage [25]. This caused IT
to be seen not just a useful tool for marketers but also
something that represented a strategic challenge for them
to manage.

As the third age evolves, the most important theme
that emerged is communication and connectivity. With IT
moving into the realms of communication and
connectivity, its centrality to marketing increases. This is
because formal marketing exists to connect procedures
and consumers who became distanced and estranged by
the process of industrialization and the emergence of mass
production for mass markets. The third age IT allows
companies to link directly to customers to enable new
relationships and interactions to develop [24].

Fletcher and Peters [26] believe that the age old
marketing concept-that the customer is king- has been
given new life and new corporate relevance by the
development of low cost, user-friendlier computerized
information systems. However, this customer focus
requires large investments in the information management
and information technology. As Evans [13] points out, in
many industries not widely considered information
businesses, information represents a large percentage of
the cost structure. But why do the companies make such
big investments in IT and why is information so valuable?
As mentioned previously, it is believed that one of the
essential ways of gaining competitive advantage is
building and using information. Furthermore, marketing
efficiency is believed to be measured by changes in the
asset value of the firm’s customer base over time [17].
For example Glazer [27] stresses that the organizing asset
around which the full range of information-intensive
strategies is based on Customer Information File (CIF). It
is a single virtual database that captures all relevant
information about a firm’s customers. The database is
described as “virtual” since, while operating as though it
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were an integrated single source housed in one location, it
may in reality be comprised of several isolated databases
stored in separate places throughout an organization.

Fletcher et al. [9] point out that database marketing
is customer knowledge as part of marketing information
system, to be used for business development and strategic
plamning. Database marketing is a new approach to
marketing, being a new way of doing business and
requiring a redefinition of the relationship between a
company and its customers. It is through the advances in
IT that companies can build direct relationships with their
customers. Zineldin [28] argues that relationship
marketing is only possible with the help of advanced
technology. That’s why the author calls it
“technologicalship marketing”. Furthermore, IT tools are
the most important factors to effectively and efficiently
create, develop, and sustain business-to-business and
business-to-customer long-term relationships which are
essential for database marketing.

H1.2.2.Change in Market Behavior

In the last two decades of the 20" century, it is
observed that the market behavior has changed
significantly. Evans [13] states that the fragmentation of
the markets started even as early as late 1970s. The
household behavior is observed to be nuclear where
family members began to behave more independently and
acquire different choices for products instead of one
common alternative. The market fragmentation can be
explained by an increasing trend toward individualism. In
fact there is evidence to suggest that people are becoming
more oriented to self-expression and “inner-direction” as
opposed to mass social movements. O’Malley and Tynan
[10] also observed that individualism led to a proliferation
of sub-groups or segments within society on various
criteria. As a result, companies need to communicate with
market segments in more individual and focused ways. At
the same time, people are more ready to accept,
appreciate and respond to being targeted with relevant and
individualized marketing.

In time, markets have become demassified and
this has been a major trend aiding to the growth of
database marketing. The increase in the number of
working women made time saving purchase methods
more appealing. Schoenbachler et al. [5] also point out
that one societal shift has been a significant decrease in
the relative amount of leisure time available to
consumers. As a result, the consumer is searching for a
more efficient method of shopping to fulfill needs.
Furthermore, it is observed that a more broadly educated
and more discerning consumer with increasing
discretionary spending and purchasing power emerged.
The continuing trend away from cash as the means of
payment to credit, debit and smart cards, through the post
and over telephone and Internet cables, has enabled

purchase behavior to take place when the consumer wants
it- 24 hours a day and from the arm-chair, office phone or
even traveling laptop computer. The customers became
more demanding in terms of the characteristics of the
products and services they would prefer. The increasing
demand for personalized treatment and convenience from
the consumers, coupled with the difficulty in segmenting
such a fragmented society for the manufacturers, fastened
the popularity of database marketing.

Manufacturers must also take some responsibility
for increasing fragmentation of markets. As many
consumer goods reached maturity in the late 1970s and
early-1980s, manufacturers began to fragment the markets
as a means of obtaining growth. New, more specialized
products were aimed at limited segments of consumers.
These niche markets have increased the wastage ratio in
traditional advertising. O’Malley and Tynan [10] believe
that this proliferation of products and segments has been
further exacerbated by the phenomenal growth of
retailers’ own brands. As a consequence, more direct
methods of reaching consumers such as database
marketing  become vital to provide effective
communication.

I11.2.3.Declining Effectiveness of Traditional Media

An increasing emphasis on leisure interests has led
to more intense competition for consumers’ time and
attention [10]. Market fragmentation has resulted in
diminishing audiences for individual media and media
costs have soared. Audiences are fragmenting as more TV
channels appear, along with more newspapers and
magazines- all with advertising space to fill. The increase
in the number of alternative media choices dilutes the
effectiveness of mass marketing efforts. With the increase
in the number of products offered, flooded with numerous
mass marketing messages, from various sources,
consumers are also more skeptical and less likely to
attend to ads [5]. Furthermore, the cost of buying time has
gone up faster than inflation in the past 15 years in U.S.
This is because of the soaring value of commercial slots
in the diminishing number of programmes that pull in big
crowds. Even if the slot is purchased, viewership cannot
be guaranteed as a result of “zapping” concerns [16; 13].
Most important of all, consumers are indicating a
preference for communications, which are personalized
and directed specifically to their needs, typically based on
past purchase transactions. Database marketing is seen to
have the potential to overcome the difficulty of this
fragmentation through personalized messages. As Hutton
[29] states, in an era where mass marketing is loosing its
effectiveness, individualized or database marketing is
returning as a valuable tool to create competitive
advantage.
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IV. DATABASE MARKETING IN THE UNITED

STATES OF AMERICA

Direct marketing in the USA became a boom
industry in 1980s, with direct mail sales growing from
$15 billion to $46 billion (twice the rate of retailing
during the same period) and the number of active direct
marketers growing to 13,000. Similarly, industrial mail
order grew at 20-25 % annual rates going into the late
1980s. Furthermore, the share of direct marketing in
advertising spending has increased to 40%s in USA in the
late 1980s [30].

According to Schoenbachler et al. [5] direct
marketing, the industry from which database marketing
evolved, is a high-growth area with current growth twice
that of US gross national product. The mentioned authors
support their view with several data. The 1997 results of
WEFA Group study commissioned by the Direct
Marketing Association suggest that the direct marketing
industry contributes directly or indirectly 5% of the
nation’s annual gross domestic product. While US GDP is
expected to grow 6.5% in the next five years, the direct
marketing industry is expecting over 10% growth in the
same period. According to the estimates of Direct
Marketing Association, of the $248 billion spent in
America in 1996 on all kinds of marketing, 58% was for
some form of direct marketing [7;16].

A study (1997) of direct marketing executives
found that 80% of businesses (none of those in the
business-to-business category) have some form of
database, with two-thirds of these indicating plans for a
database upgrade during 1996. The majority of these
databases are small, with less than 100,000 records. Most
were developed for less than $100,000, although large
companies spent as much as 35 million on database
development and maintenance [5].

These numbers are especially integrated in the
paper to portray the huge size of database marketing in
the United States of America. Direct marketers are not the
only ones using database marketing. Database marketing
is used excessively almost in every industry in the US.

Airlines were among the first traditional mass
marketers that started to use database marketing [31]. The
first frequent traveler program was launched in 1981 by
American Airlines in the aftermath of airline deregulation
in the United States. The company was intended to create
consumer loyalty by increasing switching barrier or
increasing the costs of switching (i.e., loosing benefits).
The program provided significant rewards for loyalty in
the form of free airline tickets. In addition members were
rewarded with convenience (lounges set aside for

members and early boarding privileges) and comfort (free
* upgrades). The club members also received some form of
communication from American Airlines at least monthly,
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usually in the form of an earnings statement, encouraging
continuing loyalty and relationship maintenance [5].

Other travel businesses, such as hotels (Hilton,
Hyatt, Holiday Inn., etc), and car rental agencies
(Budget, Avis, etc.), soon followed and launched their
own frequent-user program or went into joint programs
with airlines. Even restaurants in America (i.e. Los
Angeles Restaurant) offered frequent dinner programs to
their customers. Oppermann [31] states that, today, most
of the loyalty schemes of airlines, hotels, car rental
agencies, credit cards and other companies are heavily
interlinked.

Among pioneers in consumer goods sector is
Philip Morris. Banned from traditional  media the
company pioneered a database strategy, which aimed not
only to market products, but also to lobby efforts against
potential government anti-smoking campaigns. Philip
Morris’s database contains over 26 million smokers as of
1997 [5]. Procter&Gamble and Colgate Palmolive also
are among the firms using database marketing in the
United States [32].

The finance sector is among the heavy users of
database in the United States. For example banks are
using database marketing to collect household financial
information that enables them to target customers that
may be prospects for additional services that are not
currently being used by the customer. In addition, the
database allows the banks to market to the most profitable
segments of their communities. It is stated that many
banks look for improving their profits through
information-based continuous relationship marketing
[33]. A better understanding of customer needs can help
them to acquire new customers, sell more products to
those customers, and prevent other customers from taking
their business elsewhere. It is stated that in two years, one
large North American bank trebled the number of
products it sold per client household by using need-based
profiling. Another one pursuing the same approach saw a
60% increase. Furthermore, intelligently used, database
marketing reduced mailing sizes for direct mail
campaigns by as much as two-thirds [33].

It is crucial that this type of marketing approach be
developed carefully. Many of the fast growing and
profitable US financial companies such as Capital One
that have stolen business from traditional multiproduct
banks are experts of it. Capital One is winning big in
cutthroat world of credit cards through database
marketing and never stopping innovation for information
technology [34]. The key to adoption of the service is the
Digital Data Solutions tool kit which lets solution
providers like Capital One integrate data from the
database directly into contact managers and call center
applications. Through this software solution, providers
could create a link between database and call tracking
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software and use information about an incoming caller to
trigger a database look-up before someone actually
answers the phone. The result is more informed customer
relationship representatives. The mission of Capital One
is “to deliver the right product, to the right consumer, at
the right time”. Through the use of extensive technology
customer satisfaction is increased while also moving up
the profitability of the company. As a result Capital One
believes that this is more than a credit card strategy but a
marketing revolution [34].

Other financial services companies such as Merrill
Lynch are aware of the centrality of new client
prospecting for their business growth. Consequently,
database marketing is also favored by those institutions.
For example, Labe [35] describes how database-
marketing efforts increase prospecting efforts in Merrill
Lynch.

Database marketing is also frequently used in the
retailing sector. As retailers have direct contact with end
users, they can collect information from them through
loyalty schemes. Big department stores from upscale Saks
and Brooks Brothers to Wal-Mart and K-Mart have huge
databases in hand and develop their marketing strategies
accordingly. The information helps the retailers in many
areas such as shelf design, decisions about the product
portfolio to be carried, better service procurement etc.

Although there were many mail-order catalog
retailers in United States for more than a century, retailers
such as Newman-Marcus, Marshall Field and J.C. Penny
are using database marketing as an effective part of their
marketing strategy [36]. The universe of mail-order
catalogers exploded from 4000 catalog marketers to
10,000 ranging from giants to the smallest [32]. Big
catalog retailers such as Spiegel and L.1.. Bean exploit the
interactivity of database marketing through tailoring there
catalogs according to the individual needs of the
customers [17].

Automotive industry also has recognized that the
current and past customers of the companies are the best
prospects for future sales. By keeping in continual
communication with their customers automobile
manufacturers such as General Motors, hope to ensure
repeat sales opportunities {37]. General Motors also
teamed up with Master Card to offer GM Card. The
database stands over 12 million card-holders, as of 1997.
Blockbuster Entertainment is another example of
successful ~ database = marketing  implementation.
Throughout the years the company prospered through
database marketing activities. The company has built a
database of 36 million households. The application of
database marketing not only promotes additional rental
revenue for the company, but also builds relationship with
the customer by offering suggestions as to what to rent
according to the customer’s taste [38]. As described by

Woodside [39], advertising agencies also are considering
the advantages of the integration of advertising in
database marketing. It is believed that especially under
high involvement conditions, when advertising 1is
incorporated into database marketing, the customer will
be more likely to notice and be motivated to elaborately
process the contents of the ad and to request the linkage
offer.

Business-to-business sector has always been a
heavy database marketing user in the USA. For example
companies like Fed-Ex, DHL base all their marketing
action on the customer data they have. They developed a
different department with analysts especially dealing with
data mining and supporting the marketing department. In
this analysis department, through a cluster analysis,
different customer segments have been identified. Each
segment leader proposes the most suitable alternatives to
the customers in this segment. It is his/her job to sort out
the services and messages those customers need. All of
the marketing strategies are designed according to the
analysis carried out on the customer data.

Telecommunication companies such as AT&T,
MCI and Sprint and oil companies like Exxon and Mobil
have also got engaged in database marketing [32].

The booming figures related to database marketing
reveal the wide spread use of database marketing in the
United States. However, as observed especially the
service sector including airlines, hotels, car rental
companies; all financial services organizations including
banks and brokers; insurance companies and of course
retailers are among the heavy wusers of database
marketing. This does not mean that manufacturers in
different sectors are not interested in it. On the contrary
database marketing broadened its appeal to include blue
chip industrial and consumer companies such as IBM,
3M, Sony, Westinghouse, American Express, and Procter
and Gamble [36].

In 1994, 56 % of all manufacturers and retailers
stated to build up a database, an additional 10% claimed
to have planned to do so and 85% stressed that they
would need database marketing to be competitive past the
year 2000 [38]. As Schoenbachler et al. [S] state, every
type of business, profit or non-profit, consumer or
business-to-business, selling products or services has a
need for some type of marketing database. Although these
database needs may vary in size, level of detail and
applications, they all serve the primary objective of
providing information for knowledge-based decision
making.

V. DATABASE MARKETING IN TURKEY
The use of database marketing in the United States

and European countries is amazingly wide spread and is
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expected to grow at an increasing pace. When compared
with those countries, database marketing is still in its
infancy in Turkey. Although many companies are
becoming more and more aware of the importance of the
customer data, database marketing is limited to a few
industries such as retailing, banking, pharmaceuticals,
insurance and  telecommunications in  Turkey.
Furthermore, whether they use the database marketing
effectively or not is debatable.

As it is a newly emerging subject, there is no
scientific research carried out on database marketing in
Turkey. A qualitative study [40] about the use of database
marketing in the Turkish retailing and banking sectors and
the ethical considerations of marketing managers of the
investigated companies can shed light on the
understanding of this phenomena. The following
statements about database marketing in Turkey are based
on this study and personal observations.

It is observed that several companies have started
to collect information about their customers in Turkey.
However, most of the collection is done on a random
basis without a strategic perspective. The sole objective is
forming a database but as the database is not polished and
updated periodically, its relevancy is questionable. Even
the firms that have collected information about customers
are not using it effectively.

There are several reasons why the data collected is
not being used. One is the organizational infrastructure.
Most of the companies do not have the know-how and
technological capabilities to mine the data. As explained
in the previous sections, database marketing requires an
initial investment in technology. Consequently, the vision
of the top management related to the effectiveness of
database marketing plays a critical role. Besides the
technology, in many Turkish companies a special staff
dealing with the refining and analysis of the data does not
exist. The marketing managers can only guide such an
analysis. Expert analysts have to take care of the mining
of the data and the further analysis. The technological and
human resource investments are crucial for a company to
carry out a successful database marketing activity.

The other issue limiting the use of database
marketing in Turkey is related to the infrastructure of the
country. The company managers state that most of the
data is either dirty or obsolete. It is not easy to reach a
customer to provide an update. For example, there is no
single identification number for each citizen so that
companies can keep track about them and update the
information obtained. The only source for updating the
obsolete data is again the customer himself. The

~companies offer several advantages to make the
customers update their personal information. The mail
service also is not very well developed and is expensive.
Although telephone is an effective medium, it can only be
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used for projects that can justify the high costs occurring
as a result of telemarketing. However, it can not always
be possible to reach the targeted customer by phone if the
data is not updated.

Despite all these problems, with increasing
competition, companies see the benefits in bonding with
their customers to create loyalty for their products and
services. The major sectors using database marketing in
Turkey are retailing, banking, telecommunications,
insurance and to a certain extent pharmaceuticals. It has
also be noted that especially group companies operating
in different sectors favor database marketing (i.e. Boyner,
Kog and Fiba). This can also be tied to the cross-selling
opportunity provided by database marketing activities.
Each group company operates as a separate profit center
in the group. Therefore, information sharing among the
various companies of the group is not considered for the
time being. However, in the future it can be a valuable
opportunity to learn about the different aspects of the
consumers for the companies.

The main vehicles used for data collection in
Turkey are credit cards and store cards. The banking
sector encourages loyalty through point collection and
rewards system. They are trying to find more attractive
prizes for motivating the customers to participate in
loyalty schemes (e.g. the joint promotion of Garanti
Bankasi1 with THY offering mileage points for each
purchase: Shop&Miles Card). Acknowledging the
growing importance of customer information several
banks such as Kogbank, are getting engaged in setting the
infrastructure and have started investments. The
international banks are better organized to benefit from
the advantages of database marketing. Using the know-
how provided from abroad and the accumulated
experience as result of different applications in different
countries, they can carry out efficient database marketing
activities. For example, Citibank has an advanced
technological and managerial infrastructure, supported by
its headquarters. The major advantages that database
marketing provides are the ability to measure each
database marketing activity’s effectiveness, better
segmentation and targeting, the exploitation of cross-
selling activities and most important of all according to
the company managers, the new product/service
development to better serve the customers.

Retailing sector is also interested in loyalty. To
make the consumers loyal to their shops, they offer instant
price reductions and rewards through point collection to
the store card holders. Retailers hold a huge database
about their customers. They can observe the shifts in their
purchase behavior. Having already established the
technological infrastructure, they are aware of the value
of the information and do not prefer to share it with any
other company. They also started to use kiosks as an
interactive medium to contact, receive information from
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and provide information to the consumers. The big
retailers are also considering Internet as a direct channel
to reach the customers and serve them. The multi-
merchant retailer cards also became very popular in
Turkey, as a result of the installment alternative they
provide in payments. By increasing the number of the
participant retailers, they look for increasing the
attractiveness of their cards.

Telecommunications sector has a distinct
advantage over the other implementers of database
marketing. Besides having fresh data about the customers
(their current telephone numbers at least) they also have
full control of the medium used to reach the customers.
Lately, telecommunications companies are attempting to
benefit more from this advantage. However, there is still
room for more effective implementation of database
marketing in this sector and the opportunity for it still
remains.

Insurance and pharmaceuticals companies also are
perceived to be among the users of database marketing.
However, the extent of the usage efficiency and the stage
of development database marketing strategy are not
investigated yet. The insurance companies use customer
data for cross-selling and new product development. On
the other hand, pharmaceutical companies collect data
about the doctors and keep track of them to better
promote their products.

It is observed that even the first adopters of
database marketing are slow in adapting the company and
marketing strategies to make full use of this method. It is
also another fact that the Turkish consumers are not aware
of the value of the information they provide about
themselves. Consequently, the companies have a large
ground for information collection. As it is a new method
for Turkey, the consumers are not yet concerned about the
violation of their privacy rights. However, companies
learning from the experiences of their foreign
counterparts, should not make the same mistakes they
have done. Observing the fast development of database
marketing abroad, it is expected that the same situation
will take place in Turkey. However, marketers willing to
start a ‘'healthy, long-term relationship with their
customers have to be very careful in dealing with privacy
related issues.

V. THE POSSIBLE OUTCOMES
EFFECTIVE DATABASE MARKETING

OF

In this section the possible outcomes of effective
database marketing both for companies and consumers
are presented. :

VIL.1. Outcomes for Companies

Database marketing offers several opportunities
for companies pursuing it as an integral part of their
marketing strategy. As the examples of firms using
database marketing show each firm’s concern or expected
outcome may not be the same. However, through an
effective use of database marketing companies may
benefit from it in several ways. These outcomes are
presented below.

* Better Segmentation and Positioning

Individual uses of or benefits sought from a
product class/form/brand/options have been found to
differ in terms of consumer’s individual preferences,
choice behaviors in the market place, as well as their
effective responses to marketing actions of firms [41].
Therefore, firms offer a multitude of products and brands
to different market segment [42]. However, it is not easy
to define the different segments in such a fragmented
market place. It is database marketing that enables the
marketing managers to contact directly with the
consumers, learn about them and carry out more targeted
marketing activities. Database marketing is an attempt at
target marketing strategy. Furthermore, through the
acquisition of detailed and individualized information, an
increased opportunity for niche marketers arises.
Companies are able to identify segments of the market
that can support a specialty targeting approach [5]. The
objective is always creating more effective and efficient
ways of reaching individual customers in order to satisfy
their unique needs. Database marketing makes
individualized marketing a reality [43;7] Furthermore,
database marketing allows marketers to segment their
markets more efficiently and to offer many choices to
customers without the high cost of retail marketing [5;44].

* Differentiation and Customized Offers

Database marketing allows the managers to
observe and appreciate the differences among consumers.
As they are different, once you identify your customers,
differentiating them will help the company to focus its
efforts so as to gain the most from the most valuable
customers [45]. Through learning more about the current
customers and potential ones, the marketing managers can
also differentiate their products accordingly [7].
Differentiation is in any way, part of individualized
marketing. Not only the products but also every element
of the marketing mix can be differentiated as a
consequence of the customer knowledge [46]. The
promotions are better targeted and the communication
strategy will be designed according to the individual
needs of the customers. Furthermore, in contrast to mass
media campaigns, direct campaigns allow marketers to
communicate with customers without the knowledge of
competitors [5]. The information gathered about the needs
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and expectations of the customers can also be used for
new product development and quality improvement of
existing products/services [2].

Another benefit of database marketing is the
opportunity for cross-selling. By maintaining a record of
customer purchase history in a database, marketers can
identify opportunities to sell additional products that
customers may be interested in. The diversity of the
product portfolio of the company will also be helpful in
pursuing such an approach.

One of the major strengths of database marketing
is its measurable effectiveness. The effectiveness of
television advertising and other forms of mass media
promotion are very difficult to measure. However, it is
very easy to measure the return on direct marketing
outlays. Data can be readily collected regarding how
much it costs to contact a customer and to measure the
monetary value of placed orders [43;7]. Database
marketing efforts are measurable: promotions can be
tested to determine what types of offers are most
effective, the best timing of offers and the segments that
are most responsive to offers [47].

* Customer Acquisition

The eventual aim of companies is to increase their
sales and profits. One way of achieving this is increasing
the number of customers served. Knudsen [43] states that
database marketers operate with suspects-all customers
belonging to the basic market potential of the company,
prospects- more valuable potential customers, and actual
customers. Through the use of database modeling and
other prospect screening techniques, companies can more
effectively target prospects that are most likely to buy. As
a result of the effective use of databases, the marketing
department is expected to turn the prospects into regular
customers of the company. The tailored messages,
products/services according to the needs of the prospects
are expected to pursue this goal. Only the customers who
are expected to buy receive the promotional message. As
a result the company saves money and the customer is not
irritated by endless streams of junk mail [5]. Glazer [27]
argues that “event-oriented prospecting” is a very
effective tool to capture the customer. By anticipating the
needs of potential (also those of existing ones) customers,
the firm can create the appearance of literally “reading the
customer’s mind”.

* Customer Retention and Relationship Building

Today, marketers know that it is easier and less
expensive to get an existing customer to buy again than it
is to acquire a new customer. Consequently, the retention
of the customer is crucial for the success of companies.
Through building intimate relationships with the
customers, making them feel that they are important for
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and valued by the company, the marketing managers aim
at keeping the customers loyal to the firm. Furthermore,
the conversion of one time customer to a loyal one is the
objective of database marketing [5]. The examples of
airlines, hotels etc. demonstrate that database marketing,
particularly loyalty programs, encourage customer
retention and reduce customer erosion. Database
marketing is an offshoot of the marketer’s desire to
develop an enduring, mutually beneficial relationship
with individual consumers [8]. A long-term perspective
and concentration on customers’ values and needs are
found to be crucial for the successful implementation of
relationship building activities [28]. Through regular
contacts repeat sales and cross selling opportunities also
are enhanced [48].

In building and maintaining relationship
proactivity plays an important role. As a result of the
relationship established and knowledge acquired, the
company is expected to act in a proactive manner to the
demands of the customers. Informative communications
focusing on related products and services can be sent out
to customers who have inquired or made a related
purchase in the past [5;7].

* Easy Market Entry

Iyer and Hill [36] present that database marketing
also offer opportunities for new market expansion. If
information about the potential customers can be
collected this will lead to a fast implementation of
marketing strategy. Furthermore, market feedback is
quick and it is a relatively easy and cheap form of market
entry.  Availability of mailing lists, language
commonalties, extensive use of credit cards and adequate
communication facilities are considered among the factors
affecting the success of international direct marketing
efforts.

As pointed out above, when implemented
effectively, database marketing provides several benefits
to the companies. However, Leventhal [49] proposes that
the transactional customer data must be combined with
market research on the same individuals to increase the
benefits obtained from database marketing. The
information gathered from databases must be supported
by traditional market research. The measurement of the
effectiveness of database marketing efforts reveals
whether the consumers respond the offers. However, the
use of market research may help in understanding “why”
consumers are behaving in the way they do. As a result it
can be helpful in guiding the future database marketing
strategies.

* A Learning Opportunity

Database marketing, seen as an organizational
learning activity, encompasses ongoing interactions with
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the environment (customers) wherein the organization
constantly absorbs and learns to process more and more
information appropriately. If the organization is good at
learning, the database transcends the status of a record
keeping device and becomes an implement of ever-
increasing organizational knowledge [8].

Organizational learning theory’s predictive ability
is another benefit for database marketing application. In
fact Slater and Narver [50] argue that market-oriented
organizational learning is intimately connected to the
fundamentals of competitive advantage.

VI.2. Outcomes for Consumers

For a database marketing strategy to prove
successful it is imperative that fundamental focus of the
company be on the customer. Unless there is a strong
customer focus in the organization, database marketing
may not achieve its objectives. The company must accept
that it is the customer who is empowered. The company is
responsible  of  identifying and tailoring the
products/services, promotions and every communication
according to the needs of the customer. As Peppers et al.
[45] point out the one-to-one marketing means being
willing and able to change the company’s behavior
toward an individual customer based on what the
customer tells you and what else you know about the
customer. Naturally, the objective is to create a mutually
beneficial relationship between consumers and the
company, to their benefit and to the profit of the
company.

The customers benefit from database marketing in
several ways. Information, recognition, customized
products/services and appreciation are the customer
benefits that are fundamentals of database marketing [51].

* Information

Consumers are now more educated and want to be
more informed about the products/services they receive.
With so many product and service choices available,
consumers want to be confident that they are making the
best purchase decision. By providing information about
their products and services, companies are able to provide
a higher level of confidence in their customers’ decisions
to buy [5].

* Recognition

The customers want to receive recognition and
individual treatment. Tailor-made promotions and any
kind of personalized offer make the customers feel
important. The company has to show them that they care
about customers, they value them and want to please them
as individuals. The recognition of needs and wants of
each customer make the customer happy as well as

providing an advantage to the firms for having established
a relationship.

* Customized product/services

Customers today are demanding more variety of
goods and improved customer service. They expect a high
level of personalized services/ products and attention.
Database marketing allows the marketers to tailor
products/services according to the needs of the customers.
Pitta [52] states that database marketing aims at
customizing a product offering so carefully that it fits the
customer perfectly. It is this perfect fit which generally
asked by the consumers.

* Appreciation

The customers also expect to be appreciated for
having given their personal information or having
shopped from the company. The loyalty promotions
providing specific advantages to the customers (e.g.
special lounge for card holders at the airport), as stated in

the airlines example, are indicators of such an
appreciation.
VI. A FEW WORDS ON SOCIETAL AND

LEGAL CONSIDERATIONS

Society as a whole is also expected to benefit from
the effective use of database marketing. However, unless
database marketing is carried out in a socially responsible
and ethical manner, it can harm the individuals as well as
the society. To ascertain that database marketers take care
about the privacy rights of the consumers, besides the
ethical guidelines for companies, laws and regulations are
needed.

Today, the gap between the development of
technologies and the development of corresponding
ethical guidelines for their use is widening and the speed
of technology development accelerates without
corresponding acceleration in the mechanisms of
developing social consensus [53]. The major problem is
that there are only very few regulations and restricting
laws related with this issue. The European Union
Directive on Data Protection (1991) and the Direct
Marketing Association’s Guidelines are among the few
and still very limited ones [54].

In relation to privacy, guidelines and formal codes
are needed to determine which customer information in an
organization is public and which is private, the conditions
under which such information may or may not be
collected and shared, and the extent to which the
individual has the right to control the recording,
maintenance, dissemination and accessibility of
information about himself [53]. Among other concerns
are whether a company can be allowed to acquire and

133



Haziran 2008.123-137.

store information about individuals without their
knowledge or consent and whether it can be allowed to
disclose that kind of information to third parties without
the consent of those individuals [55;56]. The challenge is
to make the most out of the opportunities presented by
technology while at the same time protecting what
remains of individual privacy [57].

To solve these conflicting issues, there are several
views. First of all, it is proposed that although there are no
clear-cut rules and regulations, the managers should
develop an ethical framework by themselves to cope with
new sitnations consistently [58]. However, the opposing
view is that businesses do not have moral obligations
beyond the law. So, whatever is not specified by law is
ethical and can be applied without reservation [59]. Some
researchers argue that the transactions can be more
morally defensible if both parties enter them freely and
fully informed [60]. Another view, which is in harmony
with the value concept in relationship marketing, proposes
that the harm done must be balanced by providing certain
rewards to the customers [55;61]. Thomas and Maurer
[62] state that there must be a balance between consumer
privacy rights and industry interests, and care should be
taken in developing and changing the law. According to
these authors, protecting consumer privacy is costly, and
all parties, including the customers, must share this
burden in order to maximize the social welfare. Zwick
and Dholakia [63] argue that the consumers should be
given full access to companies’ databases so that they can
maintain a sense of control over their identities.

Despite several attempts to establish specific rules
and regulations, because of new situations frequently
occurring and new applications becoming available, the
standardization of the applications to protect the privacy
rights of the customers has not yet been achieved.
However, as consumer knowledge about information
practices continues to increase, the chances for legislation
regulating database management practices also increase
[64].

VIII. CONCLUSION

In today’s competitive marketing environment
where the customers are becoming more demanding with
diversified needs and expectations, marketers are looking
for new ways of reaching and satisfying them. Companies
witness that the key for success lies in creating strong
bonds with the customers through effective relationship
building leading to loyalty. Therefore, it is crucial for
marketers to know the relevant demographic and
psychographic characteristics of their customers and
develop marketing strategies based upon this knowledge.

As a result of the development in the information

technologies, today’s marketers can gather all the
information available about their customers, and
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prospects into a central database and use that information
to drive targeted marketing efforts. A company that
utilizes database marketing should continually gather,
refine, and analyze data about their customers, their
buying history, prospects, past marketing efforts,
demographics, and so forth. Database marketing enables
the companies to transform the customer data into
valuable knowledge which will drive the marketing
efforts of the company towards a targeted group of people
in order to increase effectiveness of the marketing
activities. Some of the marketing companies also use the
customer information, to tailor marketing efforts right
down to the individual level.

As pointed out in the study, effective applications
of database marketing provide many opportunities to the
companies. First of all, database marketing enables
marketers to segment their market more efficiently and
offer individualized choices to their customers without the
cost of retail marketing. The differentiation of the offers
according to the specific needs of particular customers
creates a competitive advantage for the company. The
information gathered also serves for the development of
new products and the quality improvements of existing
products and services. The ultimate aim of database
marketing is creating customer loyalty and building
enduring profitable relationships with customers.
Therefore, the loyalty programs applied in different
sectors are carried out with the objective of increasing
customer retention and loyalty. Furthermore, the database
marketing provides an opportunity for learning to the
company. Through increased organizational learning the
database becomes a valuable organizational knowledge. It
has to be also mentioned that, one of the major strengths
of database marketing is its measurable effectiveness.

Customers also are aware of the value of the
information that they provide about themselves.
Therefore, they are looking for compensation and expect
to be provided certain advantages. They look for further
information, recognition, customized products and
services, and appreciation. The key term for success
should be “the mutual benefit”: the customer knowledge
should be used to the benefit of the company as well as
that of the customers. It is this “win-win situation” that
will build the path for long lasting profitable relationships
with the customers.

Today, companies which are centering their
business on their customers rather than their products are
becoming more successful. It is database marketing
which enables companies to communicate directly with
clearly defined market segments in an interactive and
cost-effective manner.

It has to be noted that, adopting a database
marketing strategy can be considered as a new way of
doing business, requiring an organizational change. The
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commitment of the top management is considered to be
crucial for successful implementation. From a short-term
perspective, the method can be considered as costly
because it requires heavy investments. However, from a
long-term perspective and strategic point of view, the
companies can benefit from it extensively. An inevitable
prerequisite for the adoption of such an approach is
customer-focus. Unless there is a desire to better
understand and better serve the customer the database
marketing can not reach its full potential. It is also
essential that the ethical issues be taken into consideration
when implementing database marketing in order to
establish long-term, mutually beneficial relationships with
the customers. Finally, the marketers must realize that
database marketing is not an option for the future but is a
necessity today, to achieve customer loyalty and create
competitive advantage.
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