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The Future of DTC Marketing

Hypotheses ● User Generated Content (UGC) will be a powerful tool for DTC
brands to harness if they are to succeed in winning and retaining the
Gen-Z consumer.

● Brands will prioritize retail media networks as a top advertising
channel.

● Brands will double down on building a more robust, data-driven
strategy.

Supporting
Arguments

● UGC is a mechanism best suited to conveying the authenticity that
younger consumers crave (versus traditional paid partnerships) and
experiential retail is the backdrop to inspire this organic content
creation.

● Retailers are reimagining their existing digital platforms as prime
advertising real estate for suppliers like brands and marketplace
partners.

● Customer centricity, and their complex shopping behaviors, will
drive data development as brands push further into differentiating
themselves.

Challenges ● Competition for customer acquisition is fierce in a world where
experience is the new luxury. Brands must deliver new and exciting
experiences that stay true to their DNA while also continuing to
create and sustain positive buzz. Elevating UGC could potentially put
the brand at risk should they inadvertently alienate a customer
segment.

● Consumers expect a seamless and integrated digital experience.
Retail media networks will have to deliver this experience, otherwise
consumers will become frustrated by this advertising technique.

● Investing in technology is difficult but the cost in not doing so is
much more substantial.
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Executive Summary
The following paper explores the marketing line of business within the Direct-To-Consumer

(DTC) space. To derive adequately justified hypotheses, a range of industry leaders were involved in
the research process, including McKinsey & Company’s associate partner Jason Shangkuan, as well
as renowned DTC brand Warby Parker’s CFO, Steve Miller. The paper aims to present a practical
guide that any individual could utilize as they consider what an effective, innovative and futureproof
marketing strategy might look like for a DTC brand. The three discussed key hypotheses revolve
around the continued importance of User Generated Content created through physical experiences in
the DTC space, the growing strength of retail media networks as a top advertising channel, and the
significance for DTC brands to double down on building a more robust, data-driven strategy to
enhance decision making in every aspect of the company.

Introduction
“The direct-to-consumer craze is slamming into reality”1 claimed Big Technology founder and

marketing journalist Alex Kantrowitz recently. While leading experts are certain of a growing
increase in DTC sales in Western markets, Kantrowitz rightly points out the competitive environment
in which – in particular emerging – DTC players are operating, and the importance of not jumping
onto the DTC bandwagon impetuously. Instead, companies must first establish deliberate strategies
for, among other aspects, product-market fit, positioning in the competitor landscape, and – highly
significant especially in the retail, luxury, and consumer goods space – marketing as a DTC brand.

Within the U.S. alone, the value of DTC eCommerce sales is expected to increase by 128%
from 2019 to 2023, from US$77 billion to US$175 billion (Exhibit 1)2. The expected value of US
digital native brands’ DTC eCommerce sales also more than doubled over these years, and is
expected to reach US$44.65 billion by 2023 (Exhibit 2)3. Indeed, for a long time now, not just
initially emerging brands have been focusing on DTC sales. Examples of those, to only name a few,
include The Hut Group, which has experienced 37% annual revenue growth due to its self-developed
and distributed products through their website, as well as Evergreen, Dollar Shave Club, Glossier, or
Stitch Fix. Even majorly established companies like Nike are focusing on increasing their DTC sales
shares in order to, among other benefits, control the entire customer experience end-to-end to provide
their consumers with consistent experiences across all channels4.

In fact, in a recent eMarketer survey, 67% of marketers identified important opportunities in
DTC eCommerce to revolve around full control of user data to optimize retargeting and customer
relationship management, as well as personalization of customer experiences across all brand
touchpoints (chart 3)5. Especially in DTC, the emphasis of consistent omnichannel experiences is
growing, as exemplified by DTC-focused single-serve espresso brand, Nespresso, whose US
Marketing VP, Justin DeGeorge, credits “bringing the in-store experience online”6 for driving the
brand's success throughout the pandemic. To really bring the desirability of DTC brands into the
spotlight and succeed on both magic and logic aspects that are needed for sustainable growth,
well-founded marketing strategies are critical – especially in industries where products are not
incisively different from competitors' offerings. These marketing measures certainly include general
principles, such as incorporating regional trends into global visions. Though, the focus on initiatives
that are explicitly gaining traction in the DTC space is now more important than ever to build true
organic connections with DTC brand customers, which are meaningful to the end-consumer and drive
overarching KPIs such as sales or – as perceived as one of the most important KPIs by DTC brand
Warby Parker – Net Promoter Score.
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Hypothesis I: User Generated Content (UGC) will be a powerful tool for DTC brands to
harness if they are to succeed in winning and retaining the Gen-Z consumer.

While many DTC companies initially launch as digitally native brands, there is considerable
value to be captured by engaging in physical retailing via brick-and-mortar boutiques, temporary
pop-ups, and experiential events. These physical brand expressions can facilitate consumers’ ability
to test products prior to purchasing, giving brands valuable real-time live feedback, and also serving
as an additional marketing channel, which offsets the high advertising costs associated with acquiring
customers exclusively online. Customer acquisition costs often subvert the path to profitability for
many DTC brands, as considerable expense is required to build brand recognition in the digital realm.
Creating a physical environment in which attendees can interact with the brand on a personal level
and inspiring them to document their experiences in an unsolicited manner might be the key to
creating audience alignment and leveraging credibility in DTC digital marketing efforts.

DTC brands have long relied on cult-like buzz to capture audiences and proliferate in the
consideration set of their consumers, but the future state of marketing and the significance of
influencers is rapidly changing. When compared with traditional marketing, which often appears
highly stylized, edited, and in some cases even staged, UGC rings true by giving potential consumers
a glimpse into an unscripted, raw, and relatable customer journey. Encouraging UGC and even
featuring it as a part of branded marketing mechanisms turns customers into brand ambassadors
actively participating in community building within the brand itself.

A masterful example of leveraging UGC to create hype can be illustrated by Glossier, the
millennial-favorite DTC beauty line whose infamous success in pop-ups (Exhibit 5) and in-store
experiences created fanfare that resulted in a sale every 20 seconds.7 Building awareness via
beautifully curated and uniquely branded pink pop-ups and packaging, Glossier was able to
encourage consumer participation in a wide-range of UGC activities (see Exhibits 4-7 of the
Appendix for reference); including photos taken in the “You Look Good” mirror found throughout
Glossier events, #shelfies (a series of photos where customers would post their bathroom shelves full
of Glossier products, see Exhibit 7), and a plethora of user-centric product reviews. Emily Weiss,
Founder and CEO of Glossier, explained “we believe in the power of the individual. If you have
many [individuals] who are electing your brand, who are excited about it and talking about it, then
that is the equivalent of 10 Kardashians.”8 Staying true to this strategy, for new product launches,
Glossier deliberately gifted the product to 500 super-user customers instead of seeding influencers. In
response to this Henry Davis noted “when your friend says, ‘you have to try this thing’, you listen.
You cannot buy that much goodwill with all the advertising and the best creatives in the world. That’s
what we’re focused on.”9 Choosing not to rely on traditional paid advertising, Glossier instead traced
about 80% of its growth and sales back to word-of-mouth marketing. The logical question to follow is
how did Glossier incentivize shoppers to spread the word about the brand? The secret of this success
in Weiss’ mind was a true feeling of community involvement: “Involve her, don’t just make her feel
involved. Reward her if she’s involved.”10 What Glossier understood early on was that in order to
capitalize on content, you need to create a brand with enough aesthetic pull to reward customers (in
the form of likes or reactiveness on their own posts) for openly engaging with your brand; and this
content can be leveraged to form the basis of a much larger marketing campaign.

While at the time of writing, Glossier is admittedly struggling to redefine itself and remain
relevant, there are many lessons that can be gleaned from this example for the future of marketing a
DTC brand. Pragmatic and alert to unfounded hype, Gen-Zers want brands to be transparent,
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trustworthy, and relevant. For Gen-Zers the hallmark of authenticity is self expression. As
Mihai-Alexandru Cristea remarked in the Business Review article Generation Z: fully authentic and
digital native,“the key point is not to define themselves through only one stereotype, but rather for
individuals to experiment with different ways of being themselves and to shape their individual
identities over time.”11 As a market opportunity, Gen-Z represents 130% of market growth between
now and 2025, and will account for 40% of the global personal luxury goods market by 2035.12 For
this generation, highlighting authenticity and an appeal to value alignment is critical for both
acquiring this customer and incentivizing brand loyalty. Nearly 19% of consumers said they are more
likely to make a purchase from a DTC brand if the company had a cause-oriented mission, while 30%
percent said they are more likely to make a purchase from DTC brands if the product is sustainably
made.13 The emphasis consumers are placing on value alignment and authenticity creates a tension
with traditional forms of paid media, and places more power in UGC as a story-telling mechanism.

As Steve Miller, CFO of Warby Parker, explained “happy customers are the best source of
brand awareness and the most important way for new people to hear about your brand is by delighting
existing customers.”14 Shopping is a highly social activity and despite the many ways in which
efficiencies are optimized and frictions are removed by online transactions, it remains challenging to
create that level of customer interactivity online. Success for marketing DTC brands, whose core
value propositions rest on their ability to speak directly to their customer in meaningful ways, will be
in their ability to create memorable fun moments and messaging that resonates with their customers.
Experiential retail (even in the form of temporary events) presents that outlet for growing brand
affinity by providing Gen-Zers the ability to co-create a brand message that is uniquely their own and
share this experience out within their personal networks. Inspiring and leveraging this organic content
will be critical for DTC brands moving forward.

Hypothesis II: Brands will prioritize retail media networks as a top advertising channel.
Retail media networks are born from the acceleration of online shopping. A recent article

from Bain claims that “retailers are reimagining their existing digital platforms as prime advertising
real estate for suppliers like brands and marketplace partners”15. Retail media networks are platforms
like Amazon, Walmart, Walgreens, eBay and more. According to Moloco, “today, a retail media
advertising network is a collection of channels that a digital retail entity has on its website, app, or
other platforms within its organization. A network might span a single site or several digital
properties and typically includes ad inventory on key locations along the buyer’s journey, such as the
home, category, search, and product detail pages”16. These digital platforms are re-imagining what
advertising looks like on their website and app experiences, and industry leaders think these networks
could be the next big thing in advertising. This method is especially effective for marketplace
experiences like Amazon and Target - a particular brand can pay a premium to have their product
sponsored at the top of a user’s query search or recommendations page, gaining priority placement
over their competition (Exhibit 9).

One future benefit of this strategy is the robust first-party data that a retailer has access to by
observing which advertisements their consumers are interacting with, or avoiding. Over time, these
insights will inform the brand on how to best optimize their marketing and advertising dollars, and
their digital advertising space. This effectively digitizes the window shopping experience. Eventually,
a retailer will be better able to curate a personalized digital shopping and advertising experience for
their audience. Additionally, This will allow retailers to be less reliant on traditional online
advertising channels (like Google Search and Facebook) and create a more diverse strategy. Retail
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media is expected to grow 5x in five years to $25 billion¹⁵, and the channels in which brands spend
their resources are only growing more complex.

Hypothesis III. Brands will double down on building a more robust, data-driven strategy.
As important as data is today in building and maintaining any business venture, especially

those participating in the DTC arena, it will be table stakes in the very near future for all players.
Beyond that, brands will need to identify ways to leverage data to differentiate themselves in a
crowded, growing space. In doing so, companies will position themselves as frontrunners to uniquely
build the right product-market fit for newer brands and capture and retain target customers for more
mature ones. All brands, regardless of maturity level, should be strategically thinking about how to
build systems and processes that create the right shopping environment for the right customer at the
right time.

It’s well known that one of the biggest benefits of creating a DTC brand, whether it’s
Lululemon, Starbucks, or Away, is that it creates a direct link to your customer. By reaching them
directly, brands are able to understand every point in the customer journey, including when they
engage, what they buy, how often they do so, and what they spend. Gathering this information is
essential as it informs future decision making and planning. Further, this data gathering is not just
limited to established brands. For new entrants, it is critical to leverage survey data to help build their
brands through solidifying product-market fit and understanding customer sentiment. And more often
than not, many of the most successful brands have leaned in on a long-tail strategy of capturing their
target market. Whether it be Casper selling mattresses, Harry’s selling razors, or Bombas selling
socks, companies have learned that by finding their niche customer, they are able to gain a solid
foothold that enables them to build a successful brand17. This notion of creating a simple, but
powerful, brand off the backs of a singular product focus has enormous power through understanding
what a customer wants and how they want it presented to them.

As DTC brands focus on the future and the strategies to drive long-term success, it is
important for them to move beyond some of the data tactics they used to help build their companies
in the early stages. To do this, they must take a more holistic view of some of the simpler customer
centric metrics, like purchases, repeat purchases and average order value, and compare those against
the cost of growing that vital customer base. Value creation, as outlined in the accompanying
illustration by McKinsey & Company, helps
brands build robust analytics principles in order
to measure progress against important
expenditures, including customer acquisition cost
(CAC). According to McKinsey, this ratio should
be 2:1 for any thriving DTC brand18.

However, the data doesn’t stop there.
DTC brands that aspire to be future focused must
continue to lean into robust data practices in
order to be able to compete among the best. It is
a practice the industry is already seeing today
and will most definitely continue to become even
more valuable as brands look to differentiate
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themselves among their competitors. The
capabilities highlighted in the chart to the right
are all built off of a foundation of customer
centricity that is established soon after DTC
brands capture their long-tail product-market
fit. The building blocks of data capture in
Organization, Operations, Analytics, and
Technology are expensive and time intensive. It
takes significant investment from growing
DTC brands but the payoffs are clear,
especially as consumers shift their shopping
behavior to a digital environment to accompany
their in-person shopping experiences. Steve
Miller emphasized how important it is to get
this customer centric view of data right, as Warby Parker has leveraged similar strategies to inform
real estate decisions as the company has swam against the tide, growing their focus from digital to
physical. Seen as one of the biggest DTC success stories, Warby Parker’s CFO, drilled this home:
“We use data [like this] to inform every aspect of the company”. This data-centric strategy has paid
off for them in spades.

Risks and Challenges

Hypothesis I: A risk of elevating user-generated content above paid media is that it might leave the
brand vulnerable should an issue arise that alienates the brand from its consumer base. Giving such a
powerful voice to individual users could present a problem for brands in times of turmoil if they are
unable to respond to customers’ concerns in a way that reinforces the bonds of the brand-customer
relationship. This was the case for Glossier, who has weathered the storm of repeated scandals related
to complaints of racism and discrimination19 that resulted in a barrage of negative UGC across
Instagram, TikTok and other social media channels (Exhibit 8). As brands invest more in a
values-based appeal to consumers, ensuring that value alignment remains at the forefront of internal
business practices and holistically radiates through the organization will be key.

Hypothesis II: A risk with retail media networks is that retailers will not be successful in creating a
seamless, enjoyable experience for users in this digital platform. Consumers can be easily irritated by
advertisements and ultimately can abandon experiences that they find irritating or abrasive. An
additional risk is getting advertisers to see the value proposition in advertising on another retailer’s
digital platform.

Hypothesis III: There are very little risks to leveraging data – the biggest missteps come from not
doing so. As previously mentioned, data, and leveraging the power of it, will become table stakes for
nearly all brands looking to compete. By foregoing investments and focus, brands who settle for their
own confidence or try to take advantage of consumers by hopping on the latest trend may be
successful in the short-term but will face challenges to maintain growth. As with any advanced data
strategy, there are also substantial infrastructure costs to build out tech stacks, resourcing, and
planning to manage these systems and processes. Brands will need to allocate and plan appropriately,
understanding investments in data and analytics will pay off in the long-term.
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Appendix

Endnotes:

1. https://www.cnbc.com/2022/03/14/the-direct-to-consumer-craze-is-slamming-into-reality.html
2. https://www.emarketer.com/content/how-d2c-brands-diversifying-consumer-experience-disrupt-retail-i

ndustry
3. https://www.emarketer.com/chart/248841/us-digitally-native-brand-d2c-ecommerce-sales-2019-2023-b

illions
4. https://news.nike.com/news/nike-consumer-direct-offense,

https://www.retaildive.com/news/how-nike-is-using-dtc-and-data-to-expand-its-empire/596602/
5. https://www.emarketer.com/content/western-europe-d2c-shakeout-underway
6. https://www.modernretail.co/retailers/how-nespressos-store-strategy-changed-during-the-pandemic/
7. https://us.fashionnetwork.com/news/glossier-to-open-pop-up-in-chicago-this-summer,991755.html
8. https://www.forbes.com/sites/jannamandell/2018/02/05/has-millennial-cult-favorite-beauty-brand-glos

sier-jumped-the-shark/?sh=2e55d0e72397
9. https://phvntom.com/why-direct-to-consumer-beauty-brand-glossier-is-ripping-up-the-marketing-playb

ook/
10. https://www.privy.com/blog/glossier
11. https://business-review.eu/br-exclusive/generation-z-fully-authentic-and-digital-native-223138
12. https://www.businessoffashion.com/articles/retail/afterpay-report-gen-z-retail-emerging-consumer-beh

aviour/
13. https://wwd.com/business-news/business-features/consumers-hype-dtc-brands-1203510669/
14. Primary research conducted by our team in a virtual interview on May 2, 2022
15. https://www.bain.com/industry-expertise/retail/retail-media-networks/
16. https://www.moloco.com/en/blog/6-retail-media-networks-shaping-the-future-of-online-advertising
17. https://www.cbinsights.com/research/direct-to-consumer-retail-strategies/
18. https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/dtc-e-commerce-how-

consumer-brands-can-get-it-right
19. https://www.refinery29.com/en-us/2022/02/10854189/what-happened-to-glossier

Index of Exhibits and Industry Examples:

1. Direct-to-consumer (D2C) Ecommerce Sales US, 2019-2023
2. US Digitally Native Brand D2C Ecommerce Sales, 2019-2023
3. Opportunities that Direct-to-Consumer Ecommerce Affords Companies According to

Marketing and Communications Professionals in Spain, May 2020
4. Customer Selfies in the Glossier Showroom Signature Mirror
5. UGC from the “Glossier You” Pop-Up Experience
6. Glossier UGC Instagram Story campaign “Balm Dotcoms on Summer Vacation”
7. Glossier “Shelfie” Example
8. Negative UGC Example; “What Went Wrong With Glossier” TikTok Video
9. Retail Media Network in use on Target’s website
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Exhibit 1: Direct-to-consumer (D2C) Ecommerce Sales US, 2019-2023

Source:
https://www.emarketer.com/content/how-d2c-brands-diversifying-consumer-experience-disrupt-retail
-industry

Exhibit 2: US Digitally Native Brand D2C Ecommerce Sales, 2019-2023

Source:
https://www.emarketer.com/chart/248841/us-digitally-native-brand-d2c-ecommerce-sales-2019-2023-
billions
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Exhibit 3: Opportunities that Direct-to-Consumer Ecommerce Affords Companies According
to Marketing and Communications Professionals in Spain, May 2020

Source: https://www.emarketer.com/content/western-europe-d2c-shakeout-underway

9

https://www.emarketer.com/content/western-europe-d2c-shakeout-underway


New Frontiers in Retailing
Columbia Business School

Exhibit 4: Customer Selfies in the Glossier Showroom Signature Mirror

Source: https://www.thecut.com/2018/01/glossier-emily-weiss.html
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Exhibit 5: UGC from the “Glossier You” Pop-Up Experience

Source: https://www.thecut.com/2018/01/glossier-emily-weiss.html

11

https://www.thecut.com/2018/01/glossier-emily-weiss.html


New Frontiers in Retailing
Columbia Business School

Exhibit 6: Glossier UGC Instagram Story campaign “Balm Dotcoms on Summer Vacation”

Source: https://later.com/blog/ugc-instagram/
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Exhibit 7: Glossier “Shelfie” Example

Source: https://www.reddit.com/r/glossier/comments/ktou2o/my_glossier_shelfie/
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Exhibit 8: Negative UGC Example; “What Went Wrong With Glossier” TikTok Video

Source: https://www.refinery29.com/en-us/2022/02/10854189/what-happened-to-glossier
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Exhibit 9: Retail Media Network in use on Target’s website

Source: Target.com
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lty/
● https://us.bouncepad.com/blogs/news/what-can-we-learn-from-glossier-opening-its-first-physi
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