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How direct mail can make
a positive impact on retail sales

m—\

All direct marketers run into sales chann
conflict issues. Often the problem arises
when we're planning to make a great offer i

el (Recipients must choose both a wireless
phone and a calling plan during a brief
n telephone conversation with a customer
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Make sure your
audience can read
your message

the mail. service representative.)

“Oh, no. You can'’t do that,” we're told. Retail and direct mail are both important
“The retail channel would get upset if direct. channels for AT&T Wireless. AT&T Wireless
mail had a better offer.” wanted to know if they could increase the

It can be frustrating for direct impact of direct mail on store sales.

marketers when we know the best chance . .
our package has of success is a strong offer. Wha_t difference can mail
And we often have an inkling that our mail pOSSIb|y make?

pushes some recipients into the store to Tofind out, AT&T Wireless conducted a
make the purchase. Then the restrictions carefully controlled Powdest™ with several
seem even more self-defeating. important objectives. They wanted to know:

AT&T Wireless has more than 1,000 retai
outlets across the U.S. They also send a
steady stream of mail that drives recipients to
phone a toll-free number where the call center® |f @ shorter expiration date is needed for

completes the relatively complicated sale. a pgckage that drives the customer to a
retail outlet.

» If direct mail has an effect on other
channels (retail, Web sales, etc.).

Continued on page 8...

The perils of choice

We all love to be given our choice. That's why a smorgasbord is a good thing
and being locked in a candy store is a popular fantasy. But before giving your
readers a smorgasbord of offers, premiums or calls to action, consider carefully.

In direct mail, the object is to motivate the P

reader to fake a specific action now — directly = .

as a result of your communication. If you give — AT&T ereleSS
them three or four choices, or even two -

different things to choose between, you'll find they choose not to choose, and
response is depressed. AT&T Wireless thought a Web response option would
increase convenience for readers, but it actually depressed response slightly.

If you have a few great offer ideas, let the market decide not by putting them all
on every package. Do the direct thing: Test them. And make the most of the one
that wins. a
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ie Here’s a graphic

2

example of

that old saying,

‘Consistency is

the hobgoblin

of little minds.

J)

A PERSONAL NOTE FROM

»THE PRESIDENT

Dear Col | eague,
Go figure this one out.

We all know that direct narketing is just about the nost rule-
domi nated form of advertising there is: nmake your offer early and make
it often, long letters work, don't give thema choice of offers. The
list of adnonitions and dictuns goes on and on.

Because those rules work, we can create advertising that pulls
truly consistent and predictable results. That’s why we create
prograns by starting fromthe sale and working backwards. It’'s all
about nunbers, and the nunbers never lie. They are the ultinmately
consistent elenments in life.

And yet

Here's a graphic exanple of that old saying, “Consistency is the
hobgoblin of little mnds.”

At the end of last year, we wanted to find out what had been
working in our direct prograns for 2003, so we went through all our
prograns and separated theminto the best perform ng and the worst
perform ng packages of the year.

As a direct marketer, you might think that we could put together
the ideal direct mail package. Follow a list of rules and you cone up
with the consistent w nner.

Not so at all.

The one thing that the best perform ng packages of 2003 | acked
was consistency. |t seened that no two | ooked alike. They had
elenents of different sizes, headline typefaces that varied greatly,
colors that followed no rules. They were, in short, each very creative
and uni que executi ons.

Each w nning package agitated the reader in a different way
dependi ng on the reader’s psychology. Each nade dramatic use of
concept and design to convey the nessage and inspire the desired
action.

The worst perform ng packages of the year fell into a few
categories of design and execution. The conponents |ooked very simlar
to one another. Even nore telling: The year’s losers nostly followed
brand guidelines where consistent |ook and feel is highly val ued.

The lesson? (There's always a lesson in direct mail. [It's a
rule.) It’s easier than you think to spot a lousy direct mail package,
but it’s harder than you' d imagine to create a w nner.

Here’s to your continued success!

S A

Spyro Kourtis

HIGH PERFORMANCE DIRECT



lip

Clip these tips for
high performance direct!

offers!

If you have a strong offer and you don't
make the most of it, you're wasting your
time making it in the first place. Here are a
few tips to make sure the offers you make
have all the muscle they need to pull a
winning response.

Build offers with high perceived value —
Perceived value can kick your offer into a
higher gear without adding cost. For
instance, say you have a white paper that
you can fulfill either on paper or on a CD.
The CD has a higher extrinsic, or perceived,
value even though the intrinsic value of the
information on CD is the same as the
information on paper. Choose the CD
(unless you're selling to people who
wouldn't use computers).

Don't make them choose — Don't give them
offer choices — just tell them what you
want them to do and what you'll give them
for doing it. Make them choose, and they'll
choose the easiest thing, which is to do
nothing and walk away.

Turn up the emotional volume — As long
as the emotional level is appropriate for
your target, the higher the emotional pitch
of the offer, the higher the performance.
For instance, the same white paper might
be titled (1) 8 Things You Need to Know

to Avoid the Coming IT Meltdown or

(2) 8 Ways to Supercharge Your IT Systems.
Which do you think would win?

Match offer with action — Use your offers
to generate exactly the action you want. If
you want to generate a lead, make the offer
conditioned upon response. If you want to
send them to your Web site to register, make
the offer contingent on registration. The
quid pro quo must be crystal clear and
match what you want the reader to do.
After all, you're the one in control.



Check out our
online re sources!

You can find

High Performance Direct
online — along with

lots more information
about what works and
what doesn't N at our
Web site.

Go to
I: www.hackergroup.com :|

Want to integrate
e-marketing into
your programs?

Find out how The Hacker Group
is getting online response to
mailing programs N and
tracking and forwarding
leads instantly through our
Response Center system.

Go to www.hackergroup.com
and click the e-marketing button.
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GHI scores with

Keep it real.

It's not just advice from Dr. Phil.
Group Health Incorporated (GHI), New
York State’s largest not-for-profit health
insurance company, discovered the
importance of realistic look and feel in
generating leads from C-level officers

(CEO, COO, CFO, etc.) around the state.

It's a truism that the
higher the level of buy-in
you can get on a lead
generation campaign, the
better your sell-through
is likely to be. Suppose

the feel of real

The trick, then, was simplicity and
directness.

To keep costs low, GHI went with a
very basic package, starting with a #10
outer envelope that looked like it came
from an individual’s office at GHI. The
CMO’s name was typed above the retur
address in Courier font, as though he he

typed it or sent it through a
printer himself.

The higher the

level of buy-in you
can get on a lead
generation campaign,

The word
“confidential” was also
typed beside the recipient’s
address. This helped the

the Chief Executive the better JAekls package get past any
Officer of your sell-through is gatekeepers in the way.
corporation says, “Find likely to be.

out about this. It looks

good.” You are far more

likely to make the call than if a glossy
#10 envelope tells you the same thing

The trick is to get that corporate
officer to say those magic words.

GHI wanted an effective new

package that would speak directly to New

York State corporate decision makers.

For that kind of objective, you might
immediately suggest a high-end packag
maybe even FedEx. But GHI wanted tc
keep their package cost down.

Given those restraints, GHI decided

that corporate officers are more likely to
oy just two elements: a short, one-page lett

listen to other corporate officers, so th
put together a package to go to C-level
executives from the CMO (Chief
Marketing Officer) of GHI.

The key to success in this package
was not making it look fancy or
brilliantly designed.The key was
making it really fr om that CMO, and
giving it the feeling of a real personal
note offering help on issues that only ar
executive at that level could understand

What seemed like a
minor detail, but was
critical to the package’s success, was th
placement of the barcode for automated
processing. Usually the barcode is

lasered in close proximity to the address

This is a dead giveaway that the letter
you're about to open is bulk mail. On
this envelope, GHI put the barcode as
close to the bottom of the envelope as
possible to make it appear that the post
office had added the barcode for its own

e purposes. This added a small amount t

" the cost of the package, but was worth i
in the end.

The realistic simplicity continued on
the inside of the package. There were

and a fax form.

The letter spoke to the receiving
executive on a high level, dealing with
the insurance issues that he or she wou
be worried about: keeping the company
moving, innovation and cost.

The letter respected the recipient’s
time with brevity and an easy-to-
understand call to action that could be
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taken immediately. The recipient could
fax the response back, go online
immediately or give a call. Frequently,

1d the executive passed the information

e

D.

0}
t

along to human resources or benefits
administration staff for further action.

However a response is made, if it
has the authority of an officer of the
corporation behind it, it is far more
likely to result in a sale.

Speaking of the response, even the
reply device in this package had a very
personal look. It was a fax form that
might have been printed on a desktop
printer — all black and white, with
minimal extra information. The reply
device wasted no time getting to the
point and getting the recipient to the
fax machine.

The results

The object of direct mail is to be
direct, to speak one-to-one with the
right recipient to motivate response.
That means applying more than
personalization to the work. It means
making itpersonal. GHI found the key
to getting through to these executives
was not necessarily flash or expense,

€rput a package that addressed their

Id

personal concerns in a way that spoke
to each of them as individuals —
believably and realistically.

GHI got the response they needed
from exactly the right people to put
dollars in the sales pipeline with this
very realistic and personal approach.
And isn't that what direct response is
all about? a
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Microsoft® blazes a trail to channel synergy

Here's what they discovered:

If direct mail, email, Web
advertising and other channels are
going to be effectively used together,
some brave marketer must scout
ahead andind out what works in
which channel and how multiple
channels can work together.

Microsoft wanted to develop an
annual marketing program that would
encourage as many developers as
possible to take advantage of
the available expertise of
these partners. It was a win-
win-win situation because:

Deweloperswould receive
help getting their own devices
to market faster.

Microsoft was up to the challenge; -
now they’re reaping the rewards.

Microsoft Windows Embedded
enables developers and engineers to
build feature-rich devices that
range from industrial
controllers to medical
monitoring devices to
consumer electronics.

Third-party partners would
receive the referrals.

* Microsoft would get more
devices developed in the
marketplace based on
Microsoft Windows
Embedded operating systems.

Email

To get the best products to
market as quickly as possible,
Microsoft connects embedded device
developers with third-party companies
that provide expertise in developing
the right capabilities fast.

To make it all happen, Microsoft
wanted to reach their audience of
embedded engineers through a variety
of new media simultaneously. The

Premiums to fill the lead pool

The USB lamp had a high perceived value,
as well as a strong gotta-have-it factor that
made it a great offer.

‘FANDANGO”

Inexpensive to fulfill and
universally recognizable,

Fandango is a great tech-
savvy premium.

\
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Direct
Mail

multi-channel nature of the audience
gave Microsoft a unique opportunity
to conduct an in-depth test of
how well each channel
would perform.

Testing the depths of
several channels at once
Conducting a multi-channel
test not only provided Microsoft with
comparative data, but also allowed
them to leverage the strengths of each
channel against the others.

The channels Microsoft explored
provided valuable insights regarding
the inclusion of banner ads, email,

ki The multi-channel nature of
the audience gave Microsoft
a unique opportunity
to conduct an in-depth
test of how well each
channel would perform.’ J

direct mail and e-newsletter
advertising in their marketing
program. The multi-channel test
also opened up a great opportunity
to test a variety of offer strategies.

The offer tests

Another benefit of this kind of
testing approach was the offer data it
revealed. Microsoft made the most
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of the opportunity by testing a raft

of offers, including content related to
the product, such as case studies aric
tips for developers. They also tested

1 Though banner ads
and newsletters are
less expensive on a per-
impression basis, in this
test they proved not to be
as effective as the more
traditional channels.” 7

unrelated premiums — common
wisdom being that unrelated premium
often result in a lot of responders whc
have less interest in the product and
just want the premium. However,
previous experience has shown that
the higher response this kind of

offer generates, the larger the pool of
well-qualified leads that results. So
Microsoft tested unrelated offers, such
as gift certificates and premiums tha:
would be of interest to the developer
target audience.

The results: Which
channel runs deeper?

Though banner ads
and newsletters are less
expensive on a per-impression
basis, in this test they proved to
be not as effective as the more
traditional channels.

Banner
Ads

Wi it dewese meat fo maraen? a.m —_—
I‘:"“"""‘ e
“.—
Both horizontal and
vertical banner ads

had simple animated
concepts.

Microsoft tested
a variety of
direct mail
packages for
format, design
and copy.

The real winners were email and
direct mail.

create a strategy that plays to the
strengths of winning channels,
formats and offers. Microsoft

The winning email offer )
has been able to do just that.

pulled a response rate
that exceeded goals and
generated an attractive

E-newsletters Because the list universe

for email (especially email
cost per lead. It was a very this targeted) tends to be very
respectable showing, especially limited, Microsoft needs more than
considering that responders tended to just a single channel. Fortunately,

be very qualified. this test allowed them to find a direct
mail format that generates leads at a
comparable rate for a comparable cost.
In a world where email marketing has
been called into question and an email
universe can be quickly exhausted,
direct mail is right there to keep the

leads flowing! a
While the campaign was a success,

the new challenge is continuing to

Also showing a positive
performance, the direct mail
offer resulted in a response
three times higher than

expected, and the cost per lead
was well under Microsoft's goal.

SPRING 2004 5
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CAN-SPAM:
A Compliance Checklist

When we rang in the New Year
this past January, the new federal
CAN-SPAM law went into effect. This
was both good news and bad news for
marketers. The good news is this new
federal legislation preempts and
replaces all individual state laws (36 at
last count, including the troublesome
and overly restrictive California S.B.
186) and provides a single mandate
to comply with. The bad news is that
there are still some real gray areas
surrounding the legislation, and the
FTC is still developing policy regarding
interpretation and enforcement.

Here are the core tenets of
CAN-SPAM that you need to comply
with today:

® Don't use misleading sender or
subject lines

® Add your physical postal address
(no P.O. Boxes) to all emails

® |nclude a “clear and conspicuous”
unsubscribe mechanism in every
email

® Have a process for handling
unsubscribe requests within a
10-day window

® Ensure that all outbound email
communications are being run
against your own most current
"opt-out” suppression file

e Offer recipients a way to choose
which types of email they want
(and don't want) to receive from
you. In addition to offering a
"global unsubscribe,” you should
give consumers the option to
continue receiving specific types of
email they value, such as product
announcements, special offers and
relevant news items. A

HIGH PERFORMANCE DIRECT

Marketing to an

aging audience

Whether we want it to or not, the
American marketplace is growing older.
And that means as marketers we need t
pay attention to what the aging market
wants from us.

When marketing to

those of a “certain age,” | Contrary to popular
there are several things belief. there is not
a single mature

to remember in order
to communicate more

what most people call the mature market.
These subtle differences can have an
important impact on marketing success.

The convenience
factor

Surprisingly, price is
often not the driving force
in most buying decisions,

effectively and keep your | market, but several. especially in younger,

response high.

The myth of the single
"mature market”

Contrary to popular belief, there is no
a single mature market, but several. Fou
predominant sub-groups with separate
needs have emerged:

1. The Boomers —the sons and
daughters of the 60s, active and
demanding

2. The Silent Generation —the
children of the 50s, conservative and
self-contained

3. The War Generation —those
committed to basic values and
impatient with expedience which
may shortcut quality

4. The Depression Generation —they
have experienced hardship, and it ha
made them especially careful, thrifty
and skeptical of promises that seem
too good to be true

When communicating with these
groups, it's important to consider what
products are likely to appeal to specific
aspects of each of these sub-groups witk

ar

wn

i

n

more active boomers and
older seniors.
A study conducted by Ernst & Whinney/
Time-Warner showed a strong bias for
service and convenience among older
shoppers:

e 46% said poor customer service is
the leading barrier to shopping —
making a satisfaction guarantee an
important asset in any marketing
program

e 89% preferred a few good items
over more items of lesser quality —
stressing the importance of quality
assurance as part of the marketing
message

e 71% would pay more for the same
merchandise closer to home —
making easy delivery a valuable
benefit

e 76% had shopped by mail order
within the past 12 months

These figures suggest that it is
important to demonstrate the product’s
superior quality up front — and essential
to deliver value on the back end if you
want to remain successful.

Continued on page 7...
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Marketing to an aging audience

(continued from page 6)

They read — and they write!

Older Americans, especially the War
Generation and the Depression
Generation, are voracious readers. They
read your message thoroughly and they
talk about it with their

friends. It is dangerous to 111 The older groups’
propensity for writing
doesn’t end with the
order form. Give them
a chance to express
themselves further.

talk down to them. And if
you promise something in
headline, they expect you
pay it off in the body copy.

An important
distinction lies between the
older seniors and their
younger Boomer counterparts. While
the older group sees direct malil
materials as “informational,” the
younger Boomers tend to view it as
commercial advertising.

Both groups write. The older
generations are the last people left who
still love putting pen to paper.

That means you can get a lot from
a good order form if you pay attention
to it. It's one of older consumers’
biggest gripes:

¢ Leave enough room.Most older
buyers have some vision challenges,
and many have at least a minor degr
of arthritis, which causes difficulty
when writing in cramped spaces.

e Make it simple. If the older buyer
gets frustrated when trying to fill
out an order form, the form will
be ignored.

e Give them choices.Keep the 800
number, but remember that the older
half of the mature market still prefers
to fill out a form rather than pick up
a phone.

The older groups’ propensity for
writing doesn't end with the order form.
Give them a chance to express themselv

further. Solicit letters; be prepared to get
them and expect testimonials to be
detailed and specific.

All groups talk to their friends and
families about your products — the older
groups because they have
more time and energy for
social interaction; the
Boomers because they
have learned the power of
networking. As the
Internet and email make
it easier to share
information, the power
of referrals becomes stronger.

Give your customers an incentive to
recommend your products to their
friends. If they think your product is
good, they’'ll make sure others know.

Who and what they respond to

Despite what they say when polled,
response reports consistently show that
older consumers do respond to celebrity
endorsements, as long as:

* The celebrity is credible.

e They speak in a natural and believable
manner about your product.

°€. |t makes sense and seems likely

that the spokesperson would actually
have used your product and benefited
from it.

While older consumers will listen to a
well-chosen celebrity, they don't like to be

put into a category themselves. Present the

product that will appeal to the target age
group, but let them make the association
for themselves. You don't need to tell
them they need something because they're
older — just tell them everything it can do
for them. They prefer to figure out why
they need it for themselves.

es

Insiders’
STRATEGIES

v

Make sure your
audience can read
your message

Around age 40, the human

eye begins to change. It becomes
more difficult for it to focus, adjust
to glare and discriminate text. The
retina of the eye begins to yellow.
Several things result from these
changes:

It's harder for older people to
distinguish between blues,
greens and purples — reds and
oranges are easier to see.

It takes more light to see
(people lose one-half of their
light gathering capabilities
between ages 20 and 50).
Reversed type requires higher
light at any age, so avoid it for
older readers.

Glare increases. That's why
night driving is more
uncomfortable. It also makes
reading text on high-gloss
paper more difficult.

A few type tips for older readers:

Use larger font sizes with
somewhat wider leading.

® Avoid typefaces that are too

dense or too fine.

Stay away from type that runs
over photos or other busy
backgrounds.

Choose matte papers for large
blocks of text. A
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How direct mail can make a positive impact on retail sales

(continued from page 1)

* |f a Web call to action affects
total sales.

¢ Which segments prefer to purchase
through the retail channel.

The Powefest also
included a package te £#
to see if some formats
were more conducive
to driving a person to
Web site or a store, as
opposed to the typical
toll-free number call tc
action used in the
control.

Package formats
included:

« A flexible, all-laser letter package
that allowed plenty of testing of the
call to action without adding a lot
of cost

e A promotional 6"x9" format
designed specifically around a retail
call to action

¢ A self-mailer

The offer remained consistent amon
all test groups. Another group was sent
no mail at all.

But the really interesting variables in
the PoweTest were the calls to action:

e Call the toll-free number
e (o to your nearest retail store

e Call the toll-free numbeor go to
your nearest retail store

e Call the toll-free numbeor go to
your nearest retail sto@ use the
URL to find the store nearest you

¢ Call the toll-free numbeor
order online

e Call the toll-free numbeor go
to your nearest retail stooe
order online

Proximity to a retail store
has a significant impact
on purchasing behavior.
The closer the recipient
lives to a store, the more
likely he is to shop there,
rather than call.??

g

In the retail call to action versions,
AT&T Wireless also tested listing the
3 closest stores against listing all the
stores in the market (there may have be
up to 16). Plus, they tested offer
expiration dates of
14 days, 30 days and
60 days from the
expected in-home date
of the mail.

What's the
big idea?

To analyze results
completely, mail files
were matched back to
the sales files, and sales files had code
attached to determine the point of
purchase. The file that had not been
mailed was also matched back to the
sales files.

The conclusion: Direct mail had a
positive impact onevery sales channel.

Better yet, retail sales increased
dramatically as a result of the mailings
— even without a retail call to action!

Including a retail call to action did
not result in more overall sales, but it
did significantly move sales from the
inbound telemarketing center to the
retail channel.

Oddly, a Web call to action diabt
help the online sales channel when
compared with the versions with no
URL. In fact, adding a URL slightly
depressed overall response across
the board.

Proximity to a retail store has a
significant impact on purchasing
behavior. The closer the recipient lives
to a store, the more likely he is to
shop there, rather than call.

Age also affects behavior.

en

So what can we conclude from
this kind of PowerTest?

Information like this is essential
when running a complex marketing
program. Every choice and every
variable has an impact on multiple
channels. And those impacts may
be positive or negative.

A PowerTest like this makes
planning — and refining your plan —
possible. If the data show that certain
segments prefer a particular sales
channel, you can emphasize that
channel in your marketing materials.
When other segments go a different
way, you can use that to your
advantage as well.

Then, when you learn the impact of
each variable across segments, you can
set multiple goals depending on your
targets. While complex, it makes for
smarter, more efficient marketing.

The last word:
Who makes the rules?

Don't ever forget: In direct
marketing, the recipient
makes the rules. As a
marketer, it's your job to
discover those rules and

use them to win. Testing will
tell you what the market is
saying and let you give the
market more of what it wants.
Bottom line? If you're not
using 20% of your budget

for testing both new and
ongoing programs, you’re
not testing enough. a



