Alan S. Abrahams

is Assistant Professor of Business
Information Technology at
Virginia Tech, and an advisor to
The Online Business Guidebook.
He has taught at the Wharton
business school and holds a

PhD in Computer Science from
Cambridge.

Tarun Chaudhary

is a 2009 MBA graduate from
Virginia Tech, and has over

2 years of project management
consulting experience with USA
and Indian organizations.

Jason K. Deane

is Assistant Professor of Business
Information Technology at
Virginia Tech. He received a PhD
in Decision and Information
Sciences from the University of
Florida, and an MBA and BS in
Business Administration from
Virginia Tech.

Keywords: email marketing, spam,
opt-in, franchise corporations

Alan S. Abrahams

Virginia Polytechnic and
State University

1007 Pamplin Hall

Virginia Tech

Blacksburg, VA 24061, USA
Tel: +1 540 231 5887

Fax: +1 540 231 3752

Papers

A multi-industry, longitudinal
analysis of the email marketing
habits of the largest United
States franchise chains

Alan S. Abrahams, Tarun Chaudhary and
Jason K. Deane

Received: 2nd November 2009

Abstract

In this paper, we analyze the prevalence and frequency of

email marketing among 200 of the largest franchise corporations
in the United States, and compare the deliverability of emails in
various industries — that is, how often legitimate, solicited emails
were regarded by major hosted email providers as spam. We
found that approximately half (45 per cent) of large franchise
corporations provide opt-in email marketing newsletters, with
email marketing being most popular in the hotel and health

care industries and least popular in the pet and maintenance
industries. Most corporations sent an average of one email every
10 weeks, predominantly on weekdays. Companies in the hotel
and food industries were the most prolific email marketers, and
hotels showed an unusual proclivity for emailing on Sundays.
Surprisingly, an astonishing one-third of legitimate emails, on
average, were flagged as spam by major email hosting providers.
Food and automotive companies were most susceptible to
deliverability issues, and hotel and personal care companies were
relatively immune to deliverability problems. Our results provide
an interesting comparison of the email marketing habits of large
US franchise companies in a variety of industries, and suggest

a variety of questions and action items for digital marketing
professionals.

Journal of Direct, Data and Digital Marketing Practice (2010) 11, 187-197.
doi:10.1057/dddmp.2009.31

Introduction

Email marketing is a cost-effective and powerful method of direct
marketing. However, it can also be hugely challenging, as firms
constantly teeter along the slippery slope of spam. Companies are
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eager to develop email campaigns that deliver messages that consist of
useful ideas and concepts for their reader base, and wrap in a minimal
amount of well thought-out, targeted advertising for their products

and services. If successful, this can be a mutually beneficial activity
for both the company and the consumer. One of the most popular
methods of achieving this goal is through ‘opt-in’ corporate newsletter
services. In this study we take a closer look at this practice through

a longitudinal empirical cross-industry analysis of opt-in email
marketing by the top 200 companies from Entrepreneur magazine’s
Franchise 500 company ranking.

‘Opt-in” newsletter services are growing in popularity, and are
considered to be one of the safest methods of email marketing.!~ In
today’s highly competitive global marketplace, firms need to maintain
and build consumer trust and organizational reputation. Sending out
mass unsolicited marketing materials via email has lost its lustre.
Spam is bad. Needless to say, reputable organizations are not interested
in being lumped into the spammer category; however, they also do not
want to pass up the benefits of email marketing. To take advantage of
this low-cost, high-return opportunity, many organizations are turning
to ‘opt-in’ email service. These services allow consumers to add or
remove their name from an email list at any point in time. Research
has shown that this option elicits a much more positive response from
consumers than unsolicited emailing.* While on the list, consumers
receive periodic emails containing a mix of useful retention information
and marketing material. Executing this strategy successfully has
obvious benefits, as audience members have a highly sought after
quality: they are interested in the products as they have opted in to
receive periodic information about them, and are hence more likely
to make purchases.

However, reaching these consumers via email is often easier said
than done. Internet Service Providers and other large email service
providers such as Yahoo, Microsoft, AOL, Google, and Comcast bear
a large cost of dealing with spam, and are therefore highly motivated
to combat it. As a result they are constantly updating and improving
their email spam filters. These spam filters represent a major threat to
the successful execution of any email marketing campaign, as many
well thought-out, well-intentioned emails often end up in the non-
deliverable junk folder.

In an effort to learn more about the practices and experiences of
a cross-industry sample of reputable organizations, we conducted
a longitudinal field study of the ‘opt-in’ email marketing practices of
the top 200 companies from Entrepreneur magazine’s Franchise 500
listing of the largest US franchise corporations. We were eager to
gain a better understanding of who the adopters of this ‘opt-in’
email marketing strategy were, how often and when they emailed
consumers, and how frequently these emails were intercepted by
popular email filters. Our goal was to highlight how different industries
are approaching email marketing and how they are affected by anti-
spam technologies. In doing so, we hope to provide some useful
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information that might assist other organizations in benchmarking
their email marketing tactics and performance against their industry
peers.

Related work

Companies have long been attracted by the lure of advertising via
email,> with the tantalizing potential of near-zero communication
costs leading to high return on campaign investments. Unfortunately,
unsolicited commercial emails, or ‘spam’, have plagued consumers
almost since the advent of email.®~!°> The literature on techniques
for combating spam is vast, with a variety of mechanisms proposed,
including sophisticated computing techniques,'®2’ information-
economic approaches,”®?° and legislative approaches.*”3*32 While
anti-spam computing techniques are often successful in combating
spam,'”?3 they regularly have the costly side effect of ‘junking’
legitimate email.**=*> In this paper, we look at the impact of
anti-spam computing techniques on legitimate email marketing
campaigns.

‘Opt-in” email services®®?’ — also known as email marketing
or permission marketing!*#%*3 services — have surged in popularity
in recent years. With permission marketing, users ‘opt in’ to receive
email updates from a company, allowing the company to send regular
solicited emails to the customer. The popularity of email marketing is,
in part, evidenced by the vast number of software products** (both
commercial and open source), and industry groups® that assist firms
with email marketing. This paper does not comment on the efficacy of
any particular email marketing product or methodology.

Even the most complex anti-spam algorithms are not foolproof,
and legitimate (solicited) marketing communications are often
incorrectly routed to ‘junk’ folders. By some estimates, these false
positives cost billions of dollars each year.** Deliverability*® —
ensuring that a legitimate email gets past spam filters and into
inboxes — has therefore become a major concern for corporate
email marketers. A number of blacklisting technologies exist,*” and
it can be a challenge for legitimate marketers to stay off the blacklists.
This paper does not provide recommendations on improving
deliverability or avoiding being blacklisted — we refer the reader
to earlier work by other authors on this topic.*® Instead, we provide
a substantive observation on the deliverability rates for major email
marketing campaigns in various industries over an extended period
of time.

While much literature exists on email marketing and spam, we are
not aware of any cross-industry comparative studies on the prevalence
and nature of email marketing among large corporations in America.
In this paper, we attempt to address this gap in the literature by
undertaking a multi-industry study of opt-in email marketing by
America’s largest franchise corporations. Our study differs from earlier
work in that we do not comment on the effectiveness of permission
marketing with customers,'#!**> but rather observe email marketing

38,39
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Figure 1:  Industry distribution of top 200 franchise corporations in our study

behaviours in various industries (eg occurrence, timing, and frequency),
and the magnitude of the false-positive spam problem across these
industries.

Methodology

We began by gathering a list of the 200 largest franchise corporations
in America, from the 2008 Franchise 500 listing published by
Entrepreneur magazine.*® We chose to use large franchise corporations,
as email marketing has compelling benefits to both franchisor and
franchisee: the central franchise corporation is able to cheaply and
professionally provide branded communications to customers and
prospects of all franchisees. We categorized the companies in the
Franchise 500 listing using the industry classification provided by
Entrepreneur magazine.* Figure 1 shows the quantitative makeup,

by industry, of the top 200 companies. As is evident, over one-quarter
of the companies in the top 200 largest franchise corporations were
food-based businesses, with the remainder being predominantly
personal care, business services, service businesses, home
improvement, hotels, or automotive organizations.

Next, we established new email accounts with three of the most
popular email service providers: Yahoo, Hotmail, and Gmail. We
visited the websites of each of the 200 companies on our list and noted
which companies did and did not provide ‘opt-in’ email newsletters.”’
For those companies that were actively utilizing an ‘opt-in’ email
service, we signed up for their service with all three email accounts.
We monitored the inboxes and junk mail folders for each of our
Yahoo, Hotmail, and Gmail email accounts on a daily basis, for a
14-week period from 12 May 2008 to 17 August 2008, to determine
the frequency of emails and spam, from each company, and tabulated
our results in a spreadsheet. Lastly, we aggregated all of the data in
an effort to provide a useful summarization, a detailed analysis of
which is provided in the next section.

Results

Of the 200 companies under analysis, only 89 companies (45 per cent)
provided opt-in email newsletters. Figure 2 shows the percentage of
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Figure 2:  Percentage successful sign-ups for email newsletters, by industry
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Figure 3:  Average number of weeks between emails, by industry

companies in each industry that successfully allowed us to opt in for
email newsletters. As is evident, the availability of email marketing
newsletters as a proportion of total companies in the industry was
highest in the hotel and motel, health care, and food industries.
Surprisingly, companies in the children’s products, maintenance, and
pet industries were least likely to implement email marketing.

Figure 3 shows the average number of weeks between emails, for
companies in each industry. On average, companies sent one email
every 10 weeks (see bar labelled ‘All Industries’). The hotels and food
industries were the most frequent emailers, sending emails on average
every 3 or 6 weeks, respectively. We noticed that some companies
emailed with remarkable frequency: in the hotel industry, Hilton hotels
accounted for the most emails, with an average of 4 per week, while
in the food industry Domino’s and Papa John’s were most prolific,
sending two to three emails per week. In contrast, business services,
home improvement, and automotive companies sent emails on
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Figure 4:  Most popular day of week to send emails, by industry
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Popular weekdays for
emails

One third of opt-in
emails are trashed by
spam filters

Table 1: Total emails routed to inbox and spam, for each email hosting provider

Total emails Emails routed to % Spam
received
Inbox Spam
Google 322 230 92 29
Hotmail 299 215 84 28
Yahoo 328 220 108 33

average only once or twice per year. Companies in the health care,
maintenance, and retail®' businesses did not send any emails during
our study period.

Figure 4 shows the most popular day of the week to send emails,
by industry — each column shows the number of emails sent on that
weekday, for that industry. Most businesses chose to email only on
weekdays, with Tuesdays and Wednesdays being the most popular
days to email (see Grand Total column). The Hotel industry was
unusual in that it often sent emails on Sundays. Interestingly, the
personal care industry sent emails on Mondays and Tuesdays,
presumably attempting to take advantage of the renewed vigour and
self-improvement aspirations of consumers at the start of the week.

Surprisingly, we found that, across all email hosting providers, an
average of approximately one in three opt-in emails were flagged as
spam (see Table 1). A slightly different number of emails were
received at each of our email accounts, though it is unclear whether
this was caused by transmission problems by the sender or problems
with the hosted email service itself. Yahoo was, by a small margin,
the most aggressive filterer of spam emails.

Figure 5 shows the number of emails from companies in each
industry that were regarded as spam. It would appear that the food,
automotive, home improvement, and service industries are most
vulnerable to having their emails flagged as spam, with 40 per cent
or more of their emails being flagged. In contrast, companies in the
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Figure 5:  Number of emails regarded as spam, by industry

hotel and personal care industries were relatively immune to having
their emails flagged as spam, with fewer than 20 per cent of their
emails suffering from this issue.

Limitations and future research

The study reported in this paper has a number of limitations,
including analysis period, breadth, and depth. The analysis period in
our survey was only 14 weeks, as, due to the variety of email hosting
providers, we needed to manually review and record each of the
hundreds of emails received. Regarding breadth, we were limited

to a survey of only 200 of the 500 companies in the Franchise 500,
due to the sheer volume of emails that needed to be recorded.
Although the Entrepreneur Magazine Franchise 500 has proved a
popular data set for research, its limitations are well documented.’?
Notably, the classification of companies into approximately a dozen
major industries is limiting, and the data set is highly skewed towards
food companies. A broader analysis of email marketing by both

large and small corporations in more varied industries would be
interesting. For example, it would be interesting, in the future, to
study the largest non-franchising companies in the United States, and
also to compare these to small companies, or to companies in other
countries. Finally, it would be useful to conduct a deeper investigation
into the reasons for non-deliverability of emails across varied
industries, though such an investigation is difficult to undertake in

a controlled fashion. Specifically, though, some anti-spam algorithms
flag particular keywords or keyword combinations as spam,'® a variety
of other non-deterministic anti-spam algorithms exist, especially
collaborative filtering,?>? and it may be hard to pinpoint different
causes of non-deliverability across industries.

Conclusions

This paper provides an interesting longitudinal study of the email
marketing habits of some of the largest franchise corporations in the
United States, over a 14-week period. We analyzed the prevalence
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and frequency of email marketing among these companies, and
investigated how often legitimate, solicited emails were regarded as
spam by major hosted email providers. We found that approximately
half (45 per cent) of large franchise corporations provide opt-in email
marketing newsletters, with email marketing being most popular

in the hotel and health care industries and least popular in the pet,
maintenance, and children’s products industries. Most corporations
sent an average of one email every 10 weeks, usually on weekdays,
with companies in the hotel and food industries being the most prolific
email marketers. An astonishing one-third of emails on average

were flagged as spam by major email hosting providers. Food and
automotive companies were most susceptible to deliverability issues,
and hotel and personal care companies were relatively immune to
deliverability problems.

Our results provide some useful insights that can assist organizations
in benchmarking their email marketing tactics and performance
against their industry peers. In particular, our results suggest a number
of pressing questions and checklist items for digital marketing
professionals:

Question: Are competitors in your industry offering opt-in email
marketing newsletters?

Action item: Consult the industry analysis in Figure 2. If email
marketing is becoming pervasive in your industry, it may be time

to start using hosted email marketing software, and deploy regular
email marketing campaigns. You can find a sample of available email
marketing software packages (including both paid commercial and
free open-source options) under Related Work earlier in the paper.
Question: Are your email marketing campaigns too frequent or

too infrequent?

Action item: Compare your email frequency to other companies in your
industry (see Figure 3). To ensure that you are not emailing customers
too often, use the analytics features in your hosted email marketing
software to check ‘open’ rates, ‘click-through’ rates, and campaign
Return On Investment (ROI) for your emails. If the percentage of
customers who open your emails is small, or few customers click on
special offers inside your emails, or your campaign ROI is poor, your
campaigns may be too frequent. In contrast, if your email marketing
campaigns are infrequent whereas your competitors are contacting
customers often, you might consider engaging more frequently with
customers to strengthen brand awareness among your customers and
build more regular repeat business.

Question: Are your email marketing campaigns scheduled on
appropriate weekdays?

Action item: Compare your campaign schedule to other companies in
your industry (see Figure 4). Again, low ‘open’ or ‘click-through’
rates, or poor campaign ROI, may indicate that your campaign
scheduling needs adjustment — try a different weekday, when
customers may be more active.
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Question: Are your email marketing campaigns ending up in
consumer’s spam boxes?

Action items: As evident in Figure 5, this problem is particularly
troublesome in certain industries. Low ‘open’ or ‘click-through’ rates,
or poor campaign ROI, may indicate that your emails are being flagged
as spam. For suggestions on improving email deliverability, consult the
study by Duffy*®. For example, experiment with adjustments to your
campaign contents. Conduct alpha and beta split tests, whereby
alternative campaigns are sent to different segments of your email list.
Replicate successful campaigns that perform well in these deliverability
tests. In addition, many email marketing software packages are able to
show you which customers never open your emails (eg due to your
email arriving in the customer’s spam box). Consider reaching these
‘impossible to reach via email’ customers via alternative means, such
as traditional direct mail campaigns (eg postcards, hardcopy flyers, or
full-color printed catalogues).
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