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The concept of cross-selling to customers is one of the most important objectives of direct marketing. Several companies place great emphasis on cross-selling initiatives. For example, the financial services firm Wells Fargo describes cross-selling as the “foundation of their business model and the key to their ability to grow revenue and earnings”. This is consistent with the general notion that regards cross-selling as the means to not only increase customer revenue but also improve customer retention. However, does it always make sense to cross-sell to every customer? If not, would cross-selling always lead to higher profits from a given customer? To find out, we examined the customer database of a major multinational bank having branch locations in over 25 countries. We randomly extracted a sample of 30,000 customers who started their relationship with the bank in the year January 2004 and examined their transaction behavior over the next 4 years. During this time, almost all of the customers were subjected to cross-sell direct marketing campaigns by the bank. At the end of the four-year period, we calculated the cumulative profit and the cumulative cross-buy for each customer. Intuitively, one would expect a high correlation between cross-buy and customer profitability. However, we get a Pearson correlation coefficient value of less than 0.1, implying extremely weak relationship between cross-buy and customer profitability. These results seem to contradict the conventional marketing wisdom. 
What may be causing these bizarre findings? To investigate further, we rank order the customers in the three customer segments on the basis of level of cross-buy (i.e., High, Medium & Low Cross-Buy Segments) by individual customer profitability and analyze the distribution of customer profitability in each of these three segments. It turns out that not all profitable customers necessarily purchase more products and not all customers who purchase more products are necessarily profitable. This could be due to several reasons. For example, our analysis shows a sizeable number of customers that purchase several additional products like opening a new savings account or getting a new credit card. However, they then maintain low balance on their savings account and/or keep their credit card inactive. In the long run, these customers become a drain on the firm’s resources as the firm is obligated to service the savings and/or credit card accounts by printing and mailing monthly account statements irrespective of the level of balance or account activity. Consequently, firms need to be selective in determining which customers to cross-sell. Spending valuable marketing resources on cross-selling to the wrong set of customers may adversely affect the long term profitability of the firm. A related issue is whether cross-selling is always the right strategy for a given customer? Instead, the firm may be able to derive more value from a customer by up-selling an existing product rather than cross-selling a new product. 
The goal of this study is to propose a framework that can guide managers in terms of which customer to target to cross-sell and/or up-sell what product. Towards this endeavor, we propose to develop a quantitative model that can track each customer’s profit trajectory over time. Consequently, cross-sell and up-sell initiatives through direct marketing will be treated as control mechanisms to influence each customer’s profit trajectory over time so as to maximize the lifetime value of the customers. We hope to test the efficacy of our proposed framework through a field study. Our findings are expected to bear substantive implications in terms of questioning the conventional marketing wisdom of unconditional cross-selling and quantifying the relative benefits of a framework that enforces conditional cross-sell while simultaneously evaluating the option of up-sell.
