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Long before the internet, in 1985, insurance 
innovator Direct Line disrupted its industry. 
Instead of arranging a meeting with an insurance 

agent, you could now pick up a telephone and buy 
directly. Direct Line promoted itself using a bright red 
telephone on wheels coming to rescue the customer in 
distress.

Between 1985 and 2005 Direct Line was a buoyant, 
profitable, growing business. In 2005 it received more 
traffic from internet search engines than the top five 
price comparison sites combined. But then came an 
advertising blitz involving meerkats and Welsh opera 
singers that pushed the likes of Comparethemarket.
com and Go Compare to the fore. Consumers assumed 
that the price comparison sites would be better value 
than the Direct Line site, and Direct Line was not listed 
by any of the price comparison sites. By 2007 revenues 

at Moneysupermarket.com alone had overtaken Direct 
Line, whose sales declined as consumers seemed to 
forget about it. According to Kerry Chilvers, brand 
director at Direct Line: ‘Our brand had been more or 
less forgotten. We had become one of a pack from a 
consumer point of view.’

More with less
Direct Line’s new marketing strategy came out of 
necessity. Following its 2012 flotation, the business 
needed to cut costs in line with falling revenues. 
Marketing spend was cut from £71 million in 2011 
to £38 million by 2015. It needed a strategy for doing 
more with less.

The company’s marketing team decided to switch 
from a mass market strategy to targeting busy 
consumers who care more about convenience than 
price. Direct Line would be positioned as a ‘fixer’ — a 
hassle-free insurance provider. It fired its long-standing 
advertising agency and hired a new agency to build a 
campaign around this idea.
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Repositioning 
Direct Line
Marketing is easy when the product  
beats its competitors and sales are  
rising. But what if sales are declining in 
the face of digital innovation? 
Service businesses such as 
travel agents and insurance 
agents have been hit 
especially hard by this. Direct 
Line insurance faced being wiped 
out by price comparison sites such as 
Comparethemarket.com. Ian Marcousé 
looks at how it turned things around
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The agency suggested hiring Hollywood actor Harvey 
Keitel to reprise the Winston Wolf ‘fixer’ character he 
played in the cult film Pulp Fiction. The first advert aired 
in August 2014 during The X Factor, featuring Mr Wolf 
helping a couple who’d been burgled. Humour was 
used to offset the sinister associations with Mr Wolf ’s 
methods for fixing things. The advertising was backed 
by a series of specific promises to customers, such as 
guaranteeing to repair cars within 7 days. As well as 
television, the ad ran across print, digital and cinema.

By February 2016 Direct Line had enjoyed 10% 
growth in car insurance quotes over the previous 12 
months and an overall transition from sales decline to 
sales growth. The marketing objectives went beyond 
sales improvements, also targeting improved consumer 
awareness and image. Improvements were made on 
these metrics, including customer care and brand 
likeability.

Faced with a real threat to its future, Direct Line 
rethought its positioning and took the steps needed 
to find a new market niche. It achieved success largely 

Practice exam questions 
25 marks, 30 minutes

1 Explain whether insurance products should be 
considered shopping, convenience or speciality 
goods/services. (5 marks)

2 If Direct Line made a profit of £50 per customer, 
calculate how many new customers it needs to 
generate to justify an advertising budget of  
£38 million. (2 marks)

3 Use product life cycle theory to analyse Direct 
Line’s work on repositioning the brand. (9 marks)

4 Analyse how Direct Line might have benefited 
from greater use of digital marketing within its 
turnaround plan. (9 marks)

through traditional rather than social media. Chilvers 
thinks the brand has proved that long-established 
marketing approaches still have weight: ‘You have to 
understand the consumer, what their core needs are 
and go out and deliver that.’
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Sample answers
1 Convenience goods are bought frequently, implying 

a degree of loyalty that means that no real appraisal 
is undertaken (I’d like a bar of Dairy Milk, I know it’s 
£1 at my local shop, I don’t hesitate). That’s not the 
way anyone would buy insurance (usually a once-
a-year decision). Speciality goods are real one-offs, 
from wedding rings to sports cars. Again, that’s not 
insurance. Shopping goods require research and 
thought, because they are bought infrequently. This 
is how insurance should be bought, though many 
people simply renew with their existing provider 
without shopping around for lower prices, and 
the existing provider takes advantage of this to 
overcharge them.

2 Breakeven = Fixed costs / Contribution per unit (gross 
profit)

 £38 million / £50 = 760,000 customers

3 There are two ways in which the Direct Line story 
can be viewed. The first is purely within the product 
life cycle theory. Here was a brand pushed from 
growth into decline, but saved by a brilliant extension 
strategy. New innovators were the ones that pushed 
the company into decline, but the company’s own 
innovative repositioning saved the day. That doesn’t 
guarantee an eternal future for Direct Line, but the new 
approach fits the definition of an extension strategy 
— a medium-to-long-term plan for prolonging the 
brand’s profitable life.

 The alternative approach is to see the events in relation 
to product life cycle theory’s major flaw: determinism. 
In other words there’s a risk that a brand in decline 
is treated too quickly as a brand in terminal decline. 
Cadbury decided that falling sales of Wispa bars 
meant decline and death, so killed the brand in 2005. 

It was revived in 2013 due 
to consumer pressure and 
has proved a £50 million 
per year winner. Cadbury 

misread the brand’s 
product life cycle.

 Direct Line’s marketing team refused to accept 
the determinist view and succeeded with a clever 
repositioning. Calling this an extension strategy 
underestimates the importance of what happened. 
Most extension strategies delay decline by 2–5 years 
— this new approach gives Direct Line a distinctive 
positioning in the market that may secure its long-
term future.  

4 The Direct Line story is one of success, so the value 
of more digital marketing shouldn’t be overstated. 
But young adults could easily fit into the company’s 
target of (in effect) time-poor people who are willing 
to pay for convenience. Two-employee families or 
families with small children need services such as the 
promise that a damaged car will be repaired within 
7 days.

 Accordingly, there may have been benefits from a 
more dedicated use of social media. Quite apart from 
the fact that young adults are more easily reached 
on social media than through television commercials, 
social media has the advantage of offering more of 
a ‘conversation’. It is a way to find out things rather 
than just one-way communication. This is not only 
useful, but also raises the prospect of customer 
‘engagement’. Nobody will ever love paying for their 
insurance, but they might come to identify more 
with Direct Line, perhaps through stories of how 
customer problems were fixed by the company. Not 
just claims, but real people’s stories. If a business can 
create ‘brand ambassadors’ who tell others about the 
wonders of the company, the marketing benefits can 
be huge.

Taken from Topical Cases at  
www.a-zbusinesstraining.com, Ian Marcousé’s site 
for CPD, topical cases and business worksheets.
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