Plan now for the coming postage rate hike

Continued from page 7...

While it’s less expensive,
automated standard mail has some strict
requirements. For instance, to qualify
for automated rates, you’ll need to
design your package between 3'/,” x 57
x 0.007” thick and 5” x 11'/2” x 0.016”
thick. If not, you may be charged the
rate for the next size up — even if your
letter is actually smaller!

So, while a square “invitational”
design may stand out in the mailbox, the
high cost of mailing a “flat” could kill
your program at the post office.

Go first-class

If you have more to spend to reach
your audience and you want to imply
a personal touch, use first-class postage.

Most people will open a letter sent
to them with a live, first-class stamp
on it. The post office will also forward
or return undeliverable first-class mail,
so make sure you update your lists
accordingly. And if hitting a particular
date is of critical importance to you, first-
class has more reliable in-home dates.
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As is often the case,

the more you spend on
delivery, the more likely
your piece is to get opened.

Of course, first-class costs more.
The cost of a first-class stamp for the
first ounce will increase from 37¢ to

We can still be friends, right?

Continued from page 6...

Let the strategy fit the size

Once you’ve established your buckets,
you can figure out your testing strategy.
Whatever you come up with, the cost of
the test needs to make sense given the
potential income. If you have a high
potential purchase price, and/or lifetime
value, you can probably afford to spend
more to win back the business.

e You shouldn’t overspend
on your win-back programs.

Higher potential income can justify
more expensive approaches like a multi-
step sell process. You might want to
consider sending your former customer
a survey asking about their experience
with you and why they moved on.
(Maybe a former customer is simply no
longer in the market for your product.
That one answer could save you lots of
money and time.)
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If the potential sale is lower, you can
really get clever.

Why shouldn’t a win-back piece
look like an acquisition piece? Try
thinking about your win-back mail as
a version of your acquisition mail.
Once you’re thinking that way, your
programs become a lot more flexible.
Your win-back program suddenly
becomes less expensive because you’re
taking advantage of economies of
scale. This also lets you test special
win-back offers within the context of
your acquisition program.

I can’t emphasize enough that you
shouldn’t overspend on win-back
programs. I know, it stings your pride
to have a customer leave you for another
company. But don’t let a bruised ego
drive bad strategy decisions. If the
numbers don’t work, they don’t work
— whether you’re talking about win-
back, acquisition or even retention.

39¢ with the new rate hike. That’s more
than the cost of some complete mail
packages, including postage!

You also need to consider the fact
that you cannot send first-class in a
totally “stealth” envelope. You must
include a complete return address.

As is often the case, the more you
spend on delivery, the more likely your
piece is to get opened. Now more than
ever, it’s important to make sure that the
message you send is worth the price at
the post office. So, no matter how the
numbers change, it’s critical that you do
the math before starting your program. A

Here’s an idea. While you're
considering win-back strategies, make
sure you’re weighing the cost of lead
generation in comparison. You may
find that you get more bang for your
buck by rolling that spending into
your lead generation, acquisition or
retention budget.

And speaking of retention, give this
some thought . . . Why do customers
leave in the first place? What could
you be doing to retain them?

Ironically, if you did everything
possible to retain customers, then your
win-back programs should produce lousy
results because the only customers who
ever left you would do so for reasons
beyond your control.

On the other hand, if your win-
back program is a gold mine, you
should probably be very worried about
your retention strategies and customer
service. A
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The power of the second touch

Speakeasy may not be a household
name quite yet, but it’s well

on its way. Not to be confused with a
secret gin hideaway, Speakeasy is an
innovative company that delivers high-
speed residential and business broadband
services with superior reliability and
excellent customer service. In a category
with a spotty service record, it has earned
an enviable 90% customer approval rating.

b2c

Recently, Speakeasy decided to take
advantage of an untapped resource — the
rich list of residential Internet users who
had expressed an interest in Speakeasy as
a result of earlier marketing efforts, but
had not yet followed through on purchase.

Soon after the prospects raised their
hands, Speakeasy mailed them a simple,
inexpensive one-page letter. It recognized
the reader’s interest and addressed key
benefits of Speakeasy DSL service.

The response was extraordinary.
The cost per acquisition for the letter
package came in at less than one-half
of the target cost.

This inexpensive mailing converted a
large number of prospects into customers
— a powerful reminder of the value
of thoughtful list mining. With a little
planning and forethought, acquiring new
customers can be done with a minimum
of cost. A

Transforming an online brand into a successful DM piece

U ntil recently, Speakeasy was
an important player on the
Web, but not in the physical
marketplace. When they decided
to go out into the mail, they chose
alook and feel that echoed their
site — and took it even further.
Using imagery, type and colors
based on their existing branding,
Speakeasy communications like

BETTER
BUSINESS
BROADRANG
® Fuate) npwady
& fliakty spsaary
= [Wryneadation

= Oetizneen sgypmy

this self-mailer create an eye-catching, upbeat presence in the mailbox. A
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A PERSONAL NOTE FROM

SPYRO KOURTIS, President
THE HACKER GROUP

It pays to test ideas
that may not make
sense, because
they may just

make you money. J)

2 HIGH PERFORMANCE DIRECT
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» THE PRESIDENT

Dear Colleague,

We all know there’s a lot of science in direct marketing. We love
repeatable performance. Nothing works until it’s proven. And we’ll test
and test and test to get the most bang for our buck.

In short, we’re the numbers geeks of the advertising world.

We also need to be some of the most sophisticated artists of the
advertising world. Here’s why.

If science is the world of irrefutable facts and consistency, then art
is the realm of contradictions and change. Art defines sense and nonsense
using different criteria. And one reader’s junk is another’s gold mine.
Here’s a classic direct mail dichotomy that proves it:

We all know that businesspeople don’t have time to read. They want
you to get to the point. That’s why the conventional wisdom says
business-to-business letters should be short, one page, or at the very
most two pages.

But what if the goal of your longer letter isn’t to ‘tell’ the reader
anything? Think about the consumer market for seniors. For years,
longer copy has been the accepted strategy to get them to act. For
instance, in a long term care letter, the point is less to tell them
anything new but to raise the emotional issues they already have and give
them a lot of information that will fire them up emotionally. It works.

Now, translate that concept to business-to-business. Here’s a new goal
for a longer B2B letter: To increase the perceived value of the letter
itself. You want them to say, “Gee! They’'re sending me a 4-page letter.
They really must have valuable information to communicate.”

Make sense? Sure! But the proof is in the ROI. I can deliver that,
too. Last year, we tested a 4-page information-rich letter for a B2B
client against a 2-page quickie letter and guess what? The 4-pager,
packed with emotional button-pushing information, bumped response by 20%.

Now here’s the real kicker. Around the same time, we also conducted
a PowerTest™ of the senior market for a Medicare insurance provider -- a
short letter versus the traditional (for seniors) 4-pager. What did we
discover? For that market and that product, the shorter the letter, the
greater the response.

Just when you think you have a DM “rule of thumb,” you find out it
doesn’t always apply. So it goes to show you that it pays to test ideas
that may not make sense, because they may just make you money.

Here’s to your success!

o A

Spyro Kourtis

Plan now for the coming

postage rate hike

It’s not quite the law of the land,
but there’s a proposed postal rate hike
looming on the horizon. The 5.4%
increase affects every category of
mail. It’s scheduled to go into effect
in early 2006.

You can be sure this rate hike
will affect your budgets. So it’s wise
to start planning now to get the most
from your postal dollar. Here are some
suggestions, starting with an important
strategy issue: How you choose to
frank your mailing has an impact on
the believability of the whole package.
Presorted standard, automated or
first-class — each sends a different
and important message.

Presorted standard

If you decide to go with presorted
standard mail, you can use indicia (that
printed “POSTAGE PAID” square on
the upper right corner of the envelope),
metered mail or a live bulk stamp.

Indicia clearly says this is a mass
mailing. On a promotional package,
that’s fine — no one really expects to
receive a four-color, glossy envelope
with a headline from a personal friend.

Current rates

Non-profit presorted
standard

A bulk rate indicia also works well
on “stealth” packages, where you don’t
identify the sending company and
sometimes you don’t even include a
return address. This is effective because
the recipient doesn’t know if it’s an
important announcement.

If you want a bulk mail piece to feel
more personal, use a “live” bulk mail
stamp. Fundraisers frequently use these
to give their mail a more one-to-one
feeling. It’s also consistent with the
look, feel and goals of an invitation or
greeting card package.

Automated savings

Take a look at the chart, and you
can see how much you can save when
you produce mail that can be processed
automatically by the Postal Service.

Automation rate mail is mail that
has been prepared for the Postal
Service’s high-speed mail processing
equipment by meeting size, weight
and addressing requirements. Go
online to www.usps.gov for complete
automated mail guidelines.

Continued on page 8...

Proposed rates

$0.165 $0.174

Standard automation

$0.219 $0.231

First-class

$0.37 $0.39

Insiders’
STRATEGIES

v

Mistakes happen —
just don't let them
happen again!

You can't eliminate costly errors in
direct mail, but you can significantly
reduce them. The secret is to embrace
your mistakes — to bring them out
into the open and work out a fix that
everyone agrees on.

The moment a mistake is spotted,
call an Error Meeting for everyone
involved. One by one, ask employees
and managers to explain their part in
the mistake — and then get everyone
to come up with a short-term fix and
a long-term solution.

Often the cause of the mistake
turns out to be quite different from
people’s expectations. You may
discover a ‘hole’ in the process or an
area where employees lack training.

The point is, while Error Meetings
can be tough, they shouldn't be public
hangings. Rather than pointing
fingers, everyone around the table
must be positively seeking a solution.

This spirit of openness draws out
the whole truth behind costly mistakes
— and helps everyone buy into the
agreed solution. And as a bonus,

Error Meetings can also act as 'silent
managers', motivating employees to
keep their team out of Error Meetings.
Within 12 months, your error count
will be down — and your profits up. A
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VULCAN® 2000
e

Get $0 down wih
no interest ans
no payments
for 6 months!’

e anzns Wy 11, 2004

How Kawasaki used email to

boost response over 100%

When you deal in motorcycles, competition is

tough. Kawasaki, a leader in the category, was
revved up to leave their opponents in the dust with an
integrated relationship-building strategy through multiple
channels of communication.

They crafted a smart business plan that supported
the launch of one of the largest V-Twin cruisers ever
produced — the Vulcan 2000. Instead of strictly focusing
on big-ticket sales of the bike, they encouraged more
people to buy Kawasaki accessories. This plan generated
profit and built brand loyalty among enthusiasts as well
as new riders.

To make the most of the loyalists, Kawasaki used
existing customer and prospect databases to better
target their audience. Then, they communicated using
several integrated channels, including print, direct mail
and email to support the single message.

HIGH PERFORMANCE DIRECT
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Of course, Kawasaki had a major challenge to overcome.
Unlike auto dealerships, motorcycle shops carry several
brands under one roof. To win a bigger share of this very

e Within a single quarter, Kawasaki saw a
measurable increase in sell-through, which
allowed them to reach their target ROI. J)

competitive market, Kawasaki had to convince customers
to shop for their brand before they even got to the store.
Otherwise, Kawasaki ran the risk of losing customers to the
sea of competition.

So what was the best way to engage loyal customers
before they hit the retail environment? Direct mail seemed

to be the smart solution to provide the necessary impact.

Kawasaki approached The Hacker Group with the

£0 DOWN
NO INTEREST
W0 PAYMENTS
6 MONTHS!

bt g i ki

i e o .

A stand-out format with mouth-watering photography lured both loyalists

and prospects to dealerships. Everyone agreed . .. the Vulcan 2000 is hot!

critical question, “Could we drive enough sales through
direct marketing to meet revenue goals?”

For starters, a strategy was developed to substantially
increase retail traffic. This marketing effort was timed
perfectly: Kawasaki was about to unveil the largest
V-Twin cruiser ever produced.

Better than a sweepstakes or a hot giveaway, promoting
the new Vulcan 2000 was a sure way to get people in
the store. Beautiful shots of the bike, with just enough
information to tease the reader into wanting more, was the
key to piquing interest.

Kawasaki carefully segmented their database to identify
key areas of opportunity with both current owners and
prospects. Each target received a unique message tempting
them to purchase a new Vulcan with a sweet financing deal.
The package also included cross-sell materials to boost
revenue in accessory sales.

The highly branded campaign leveraged an already
strong brand affinity, and the unique Mylar packaging
stood out in the mailbox. An email was sent to selected
prospects right before the mail dropped, further promoting
the campaign, which led to more excitement about
Kawasaki’s entire line.

Within a single quarter, Kawasaki saw a measurable
increase in sell-through, which allowed them to meet
their target ROI. Overall sales shifted into high gear with
a remarkable marketing cost-per sale that left their control
in the dust!

The early email also boosted response by over 100%,
proving that a small investment can really pay off when
talking with your customers — and even potential customers.

Kawasaki was so pleased with these results that they’ve
adopted the same strategy for their other product lines.
They’re revved up for success! A
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Key performance
indicators to steer high
performance results

To stay on top of performance
across multiple media and response
mechanisms, you'll need to watch
these key performance indicators
(KPIs), regardless of how your prospect
chooses to respond.

Inbound Phone Calls — Individual
toll-free numbers for each campaign
or package/offer combination let you
monitor KPIs such as: call volume
by source, call abandonment rates,
average call time, call hours, and more.

Web sites — Use campaign-specific
URLs to separate performance from
other Web site traffic. That lets you
follow KPIs like: site visits, form
conversion rates, unique visits, profile
data and top-referring sources.

BRC's and Faxes — Make sure your
Web team can process offline leads
and route them the same way you do
Web site leads. This gives you a better
handle on: percentage of response
via BRC, BRC completion rate and
qualified lead rate.

Direct Response Dashboards —
Once you've been able to identify the
KPIs that are most important to your
success, the next step is to translate
those metrics into a centralized
Dashboard that provides you with
one place to go to monitor the
performance of your program. A

6 HIGH PERFORMANCE DIRECT

05-1001Newsletter_Summer05.indd 7-8

We can still be friends, right? = >§7

[ips to win back the ones who got away

If you knew why every customer
who left you moved on, you’d have the
most powerful win-back tool you can
imagine. Well, the fact is, you have
enough information to make a very
educated guess at why someone has left,
whether that someone
is an individual or a

company. ... It stings your pride
to have a customer

Take a look at

and treat the $500 customer with the
familiarity they deserve.

How about the recency of the last
purchase with you?
For some of your
former customers, the
trail may have gone
cold. Last purchase is

the data. No matter leave you for another a very important data
how primitive your company. But don’t point. But it’s not as
customer tracking, . . simple as going after
you have intelligence let a bruised €go drive the customers who left
there that’ll give you bad strategy decisions. last week first, then the
an idea of what you week before, and on
need to do to get back through the year.
them back.

Buckets and buckets
of information

Think of your data on former
customers in terms of buckets.

You have the Lifetime Value bucket.
How much did that customer spend over
time? That bucket tells you how much
you should spend to get that customer
back. If they bought a $50 gift certificate
from you once, then you probably don’t
want to spend $100 to win them back (or
even $20, for that matter).

Related to the Lifetime Value bucket
is the data you have on their average
transaction. That bucket could give
you valuable information on how you
time their purchases. A customer that
spends $12,000 with you in one sum
at the end of June is not at all the same
as the one who comes in with a $500
purchase every two weeks. You’ll need
to time the $12,000 customer differently

The timing of a win-back effort
needs to be planned with more subtlety
than that. For instance, if an annual
subscription customer does not renew,
you’ll want to think about how and when
to contact them next. If the potential
lifetime value is large enough, you want
to consider a communication plan that
leads them up to a yes next year. Ifit’s
a small annual purchase, you may want
to wait until it’s nearly time for them to
re-up to try and win them back.

In other words, the smart thing to do
might be to go after them when the time
is right.

You’ll want to have enough buckets to
give you a good range of messages. So, if
you have a 10,000-name list, ten buckets
would be a good number, where 100
(with only 100 names apiece) would not.

Continued on page 8...

Get your head in the holidays.
The rush starts now!

Ah! The summertime. Barbeques
. swimming holes . . . long, lazy
afternoons dreaming about . . . Winter
holiday direct mail programs?

You betcha!

Dashing through the
snow isn’t what you’d
expect to be concerned
with at the height of
the dog days, but that’s
what smart marketers
are planning for.

Here are some tips
to be well-prepared long before the
snow flies. So, when November’s
coming up and you still haven’t thought
about these issues — you don’t find
yourself in big trouble.

Have some jingle left over
for the holidays

In terms of budget, there are two
ways that most marketers go at the end of
the year, and neither one of them is good.

Bad Situation #1 —
An embarrassment of budget

You’ve been frugal all year, you’ve
scrimped and saved on every item. Now
it’s October or November and you have
money burning a hole in your pocket.
And you know if you don’t spend it
they’ll cut your budget next year.

Bad Situation #2 —
Running out of steam

Has your sales force been treating
you like Santa Claus all year? Many
marketers have been feeding their

sales machine extremely well all year

— maybe too well. Then, come the

end of the year they discover there’s
nothing but lint in those formerly deep
pockets. Who'’s going to
feed those poor, starving
phones now that you
have nearly a full quarter
left till January?

Of course, if you run
on a July—June year, this
problem flips by six
months. But if you're on
a fiscal calendar year,
consider this a heads up
to plan on not only what funds you’ll
have left for your year-end push, but
also what strategies you plan to execute.
What will you require for offers? Who
do you plan to be contacting at the time?
What kinds of mail formats and creative
are going to work with your larger
marketing goals for this year, and as
a segue into next year?

All these questions have a strong
bearing on how much money you plan to
have in your budget four or five months
from now.

Hit ‘'em when everyone else isn't

You don’t want to beat the holiday
rush quite so much as you want to make
sure your mail hits in homes between
the rushes. And that means starting to
develop schedules and drop dates now.

If you mail two or three weeks after
Thanksgiving, your mail is doomed to be
trampled in a mosh pit of postal noise.

If you mail a couple of weeks
before Thanksgiving you miss because

y

everyone’s getting ready for Turkey Day
and no one’s paying attention.

If you mail even before that, you
may not be giving your sales force the
leads they need to last them through
the end of the year.

There’s a trick here. You’ve got
to mail to hit after everyone’s back
from stuffing themselves and trotting
off to the mall to shop, yet before all the
other marketers have come to realize
that they’re in Bad Situation #1 or
Bad Situation #2 and the desperate
frenzy begins.

Timing your mail so it hits about
one week after Thanksgiving is
probably your best bet if you’re going
for that end-of-year window. Though
the rush will have started, it will still just
be ramping up.

Even if you time your mail to hit
at the exact right moment, it’s still the
holidays. It still has to vie for attention
with literally tons of other mail coming
into the mailbox. That’s where killer
creative and powerful sales strategies
come in.

Starting to think about timing and
strategy now gives you a leg up by
keeping you and your team aware of the
issues you’ll be facing. And keeps you
above the end-of-year marketing rush.

And that’s a great way to have a
happy new year. A
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