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"

AISE FOR PERMISSION-BASED E-MAIL MARKETING
AT WORKS!

“Kim MacPherson’'s book is a great next step for anyone who is sold on permis-
sion marketing. Exactly the sort of nuts and bolts details you'll need to implement
a permission marketing campaign of your own.”

Seth Godin

Author, Permission Marketing

“Kim MacPherson haslong been the goddess of e-mail marketing. Here—collected
in one place—is evidence why. What you are holding is a must-have reference for
anyone launching an e-mail campaign worth its salt.”

Ann Handley

President/Chief Content Officer

The ClickZ Network

“Kim MacPherson’s informative book goes a long way towards educating both
novice and veteran marketers about the dos and don’'ts of e-mail marketing. By
following her road-tested advice, you will avoid the pitfalls and learn the best
practices of a marketing discipline that is only beginning to formulate hard and
fast rules. And who knows? The next e-mail marketing success story could be
yours.”

Rosalind Resnick

CEO, NetCreations, Inc.

“Finally, ahow-to manual that walks through each step involved in building and ex-
ecuting a successful e-mail campaign. This book is just what the permission e-mail
marketing industry needed and belongs on every serious Internet marketer’s desk.”
Raobbin Zeff

President, Zeff Group

Coauthor, Advertising on the Internet



“Before even reading the first page, | knew that Kim would overdeliver bigtimein
this book. It's her nature. And | was right. Whether you're new to e-mail market-
ing or you're a seasoned professional looking for a few extra percentage points,
you'll find what you need right here. Which part did | like best? The numerousin-
terviews with experienced e-mail marketers. Getting honest feedback from senior
people who are out in the trenches right now is pure gold.”

Nick Ushorne

Marketing Specialist

“Kim MacPherson has written the ultimate how-to guide for e-mail marketing.
Permission-Based E-mail Marketing That Works! is a thoroughly comprehensive
tour of the exploding e-mail marketing revolution. No one should attempt to con-
ceive, create, or deploy an e-mail marketing campaign without reading this book.”
Geoffrey Ramsey

Cofounder, CEO

eMarketer

“Our own firm has done much research on the best practices and ROI effective-
ness of permission e-mail marketing. Kim has done an excellent job translating
those proven principals into the day-to-day tactics that make those strategies pay
off. A great handbook.”

Rick E. Bruner

VP of Interactive Marketing Research of IMT Strategies

Author, Net Results.2: Best Practices for WWeb Marketing

“The first book that explains not only the why but the how of using e-mail to ac-
quire new customers and cement relationships with existing ones. Indispensable
reading for business owners, managers, and webmasters at firms of all sizes”
Roger C. Parker

Author, The Streetwise Guide to Relationship Marketing on the Internet
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To al of the hard-working marketers out there who have hel ped to shape and
create the following “best practices’ for e-mail marketing.

And to my late Aunt Lauree, who—had she been born thirty years later—
would have been certain to embrace the Internet, as she did al great, exciting, and
worthy things. She passed away during the writing of this book, just four months
shy of her fiftieth wedding anniversary to my Uncle Ross. This book is dedicated
to her memory.
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FOREWORE

Back in February 1996 when my partner, Ryan Scott Druckenmiller, and | pio-
neered the concept of alowing Internet usersto opt in to receive targeted offers by
checking a box on our Web site, few people dreamed that the humble e-mail mes-
sage would one day become the killer app that would revolutionize direct market-
ing as we know it.

Back then, direct marketing was all about blitzing consumers with junk mail
that cost marketers many weeks and many dollars to get out the door, only to be
discarded by most recipients unwanted and unread. Clearly, there had to be a better
way for marketersto reach consumers who really wanted to get their offers and for
consumers to let the marketers know what kind of offers they wanted to receive.

Thanks to the Internet, the dream of one-to-one marketing is fast becoming
areality. Opt-in e-mail marketing—the practice of putting consumers behind the
wheel and allowing them to choose the products, services, and companies they
wish to hear about—has exploded from a handful of tiny lists to an industry that
Jupiter Research predicts will balloon to $7.3 billion by the year 2005.

To what does e-mail marketing owe its rapid rise? In my view, marketers are
flocking to email for three main reasons.

1. E-mail is better. Unlike recipients of postal mail and telemarketing solic-
itations, most consumers who receive e-mail offers have voluntarily given
marketers permission to send them offers about products and services of
interest. In some cases, consumers have opted in not once, but twice, to
receive these offers, a process known as double opt-in. This ensures that
every person who joins an e-mail list has verified a request to receive the
marketer’s mailings. The net result: Response rates (on a click-through
basis) of 5to 15 percent on atypical opt-in e-mail marketing campaign
versus 1 to 2 percent for postal mail.

2. E-mail isfaster. Unlike postal mail campaigns that often take weeksto get
out the door of the lettershop and months to tabul ate responses, an e-mail
campaign can go out right away and deliver resultsin minutes. That's be-
cause e-mail messages can be delivered via the Internet almost immedi-
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ately. Marketers who seek to acquire new customers using e-mail can tap
into Web-enabled databases that use cutting-edge technology, which
gives them the power to create real-time campaigns on the fly, from se-
lecting liststo placing orders to mailing out millions of messagesin asin-
gle day. Real-time tracking systems allow marketers to automatically
insert unigue URLs (Web addresses) in their messages to capture click-
stream data and monitor the success of their campaigns as the responses
pour in.

E-mail is cheaper. Because e-mail marketing requires no paper, printing,
or postage, a list of opt-in e-mail addresses can cost as little as 5 cents
($50 CPM) a name, including the cost of renting the list, delivering the
message, and deduping the list against other lists in the database. This
compares to an average cost of 50 cents to $1 ($500 to $1,000 CPM) to
send out a catalog or credit card offer by postal mail. While ROI (return
on investment) may vary depending on the copy, the product, and the
offer, both consumer-oriented and business-to-business marketers have
been able to lower their customer acquisition costs by using e-mail to re-
tain existing customers and acquire new ones.

Kim MacPherson’'s informative book goes a long way towards educating

both novice and veteran marketers about the dos and don’ts of e-mail marketing.
By following her road-tested advice, you will avoid the pitfalls and learn the best
practices of a marketing discipline that is only beginning to formulate hard and
fast rules. And who knows? The next e-mail marketing success story could be
yours. . .

Rosalind Resnick

CEO

NetCreations, Inc.
November 2000



While | can’'t say it took an entire village to write this book, it certainly felt like
it at times. | feel incredibly blessed to have so many people to thank. First, to my
friends and members of my family, thanks for putting up with my “not being
there” for afew months. | was definitely scarce during the time that | will forever
refer to as “The Period of The Book,” and I'm afraid | didn't do a very good job
of keeping in touch. Thanks for putting up with that and remaining in my lifel

| al'so want to thank my mother and father and grandmother—the three peo-
ple in my life who always drilled into my head that | could do anything | set my
mind to. (Growing up an only child did have its advantages.) I’'m not sure if |
would have had the drive and tenacity to write this book—Iet alone start my com-
pany, Inbox Interactive, a few short years ago—without that unyielding guidance
and confidence building. Thanks, Mom and Dad and Gam.

Andy Bourland and Ann Handley of The ClickZ Network also have my ut-
most appreciation and gratitude for giving me the opportunity to launch ClickZ’s
Email Marketing column. That column was the catalyst for alot of great things. |
also want to acknowledge ClickZ’'s Managing Editor Claudia Bruemmer, who so
kindly offered to review and help edit this book. Another great help to me was In-
ternet industry expert and author Robbin Zeff, for sharing her keen insights into
the daunting book writing process.

I’d aso like to thank a few key vendors and resources who contributed. The
guys at MetaResponse—Jerry Whiteway, Larry Roth, and Al DiBlasi—are really
more “partners’ than vendors and helped shape the Resources section at the back
of this book. Thanks also to Geoff Ramsey of eMarketer, who so generously
shared eMarketer’s latest industry research.

Asfar asthe major players—those who played a big part in getting this book
off the ground and then getting it done—there are many. I'd like to thank Jean
Iversen Cook, my editor, for seeing the potential of this book and guiding me
through it. It is definitely a better book because of her savvy input. | also want to
thank Jack Scovil, my agent, for working so well with me and knowing immedi-
ately that he wanted to work on this project. Thanks also, Jack, for never failing to
believe it would be successful.

xiii



Xiv nowledgments

Cindy Videto Samson, my “case study researcher extraordinaire”’: she was
one of my heroes! Cindy spent countless hours calling and e-mailing and collect-
ing some fantastic real-life research for this book from some of the industry’s top
online marketers. (And given the schedules of these busy people, the fact that she
was able to gather such great stuff was an incredible feat!) Cindy, | couldn’t have
gotten this part of the book accomplished without you.

And to Jen Cosgrove, a very talented copywriter: thanks so much for creat-
ing our hypothetical company, GolfCoachConnection.com. A terrific company
idea, to be sure, and a story that adds alot to the book. Thanks also to Holli Rath-
man and Eleni Giannakopoulos—two very talented designers who helped the de-
sign cometo life.

| also want to thank Inbox Interactive’s Online Campaign Coordinator (and
my right arm), Lindsey Singer, for holding the fort down at work when things be-
came so insane. Same goes for Lynne Rolls and Mardith Buyer, who came on after
the majority of the book was done, but who were invaluable members of the team.

And last, but certainly not least, | want to thank my wonderful husband, Paul
Broni, without whom | definitely could not have had the will, stamina, energy, and
good nature to continue with and complete this book. He is my best friend, and
one of the smartest people | know . . . with one of the sharpest (and most sarcas-
tic!) wits around (laughter definitely helped keep me sane). He also is one of my
favorite writers—and my true “editor-at-home.” Paul, this may sound trite, but
words truly can’t express how much your love and support meant to me.. . . espe-
cially during the last few months of writing and revisions and craziness at work.
It goes without saying—I share credit for this book with you.



L = -

&  INTRODUCTION

M illions of people use e-mail. In fact, for many, it has replaced the telephone
and postal mail as the preferred method of communication. Therefore, the projec-
tionsfor e-mail’s stellar growth as a communications device are not surprising. As
other forms of media have grown in worldwide acceptance in the past, e-mail is
now an integral part of that same mainstream and the number of new users grows
rapidly every day.

On amarketing level, an e-mail “pushes’ a message directly into an individ-
ual user’sinbox, and doesn’'t have to wait for a radio spot or a magazine issue or
atelevision commercial in order to make its debut. It can read like great literature,
or like acomic book. It can be completely interactive; arecipient of an e-mail can
quickly and easily respond with a simple “point and click.” Most importantly,
e-mail allows the sender to communicate on a one-to-one basis through the use of
personalized language, salutations, and other strategic methods.

All of this, of course, presents a tremendous opportunity for advertisers that
want to reach people within amedium in which they truly “live” and work. A com-
pelling and lively message, a strong presentation and offer, and a clear call to ac-
tionistruly al it takesto induce a solid number people to respond. Once that goal
isaccomplished, and a clear-cut strategy is laid out for future regular communica-
tions with both prospects and existing customers, there's no stopping the success
that marketing through e-mail can create for abusiness. Using the strategiesin this
book will help ensure that success.

AT THIS BOOK COVERS

Firgt, this book focuses on the ins and the outs of what is commonly referred to
asthe dedicated, permission-based e-mail campaign. In other words, while “e-mail
marketing” can encompass a wide array of various outlets, including e-mailed
newsletter sponsorships, discussion lists, newsgroups, e-zines, message boards,
and the like, those areas are decidedly not what this book is about.
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Xvi roduction

However, that’s not to say that those are not all fine venues. They certainly
are. And they certainly have their place for the right companies at the right times.
However, the fact isthat one of e-mail’s greatest strengthsliesin its ability to com-
muni cate with prospects and customers on aone-to-one level, rather than “en masse”
A dedicated e-mail—the format of which you'd use to write to a business associ-
ate, or cousin Sue—has the ability to sound like it has been written directly for the
recipient. It has only one advertiser, rather than several.

A dedicated e-mail promotion of this nature works because it hasthe “ space”’ to
tease and tickle and woo. A compelling subject line and message can grab attention
and captivate an audience like no other online medium. And it has the potential for
those glorious click-through rates you've no doubt heard about come from dedicated,
permission-based messages built with the goal of winning over prospects and cus-
tomers. Not to mention the fact that a well-planned campaign that utilizes e-mail
in this manner is extremely measurable—meaning it's easy to set up tracking in
order for you to see where your best results come from for a given campaign, as
far aslists go. That means that follow-up campaigns can be improved and developed
quickly and easily. You can't say all of that about other e-mail—related opportunities.

Think of this book as a guide to the planning, execution, creative develop-
ment, and management of this highly esteemed marketing tool—the dedicated,
permission-based e-mail campaign—along with a step-by-step guide to creating
specific promotions therein. It contains a practical “action plan” for you to create
and build an effective e-mail marketing campaign from start to finish.

W TO USE THIS BOOK

Each section of this book contains chapters that will chronologically present
the necessary steps to developing an effective e-mail campaign. And each chapter
will outline those steps in an easy-to-follow format and will showcase examples
of each step with graphics.

Part One

The chapters in this section will cover the necessary background for those
completely new to the e-mail medium. (If you are already a practitioner, or even a
veteran, of e-mail marketing, you may want to skip to Part Two, where we start
getting into the nitty-gritty of crafting an e-mail campaign.) Included in Part One
is background material such asthe e-mail industry terminology that is used among
those of us who actively work in this medium. We' Il also review a few industry
statistics on the effectiveness of e-mail, as well as projections for its future.
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Alsoin this section, we will go over the often-heated issue of e-mail address
privacy, as well as the debate over “opt-in” versus “opt-out.” We'll answer the fol-
lowing questions: What does permission-based e-mail really mean? And how do
we use it for maximum effectiveness?

Part Two

Starting here, we begin to lay the groundwork necessary to build a dynamic,
effective, and results-driven e-mail marketing campaign. We will learn how to de-
velop a campaign acquisitions strategy and set promotional goalsin order to help
you create the best potential offer(s) for your products and services. Part Two also
will help you create testing strategies to maximize your results, and increase your
much-needed knowledge for future efforts. There also will be plenty of information
about e-mail lists for prospecting purposes—from pricing to negotiating to research.

Part Three

In this section, we will explore the creative side of e-mail marketing, begin-
ning with details of the best relationship marketing practices and how to create an
ongoing dialogue with your audience. We'll then get into copywriting and design
tips for optimal results—in other words, what does and doesn’'t work online?
Which tried-and-true copywriting principles are transferable to e-mail ? And which
are not? What do you and/or your copywriters and designers need to know before
crafting a dedicated e-mail campaign? We'll also take alook at the quickly evolv-
ing world of rich mediae-mail promotions and how this dynamic and colorful tool
may very well be the wave of the future.

Part Four

This section outlines top customer retention strategies, including those related
to offer, creative, personalization, and viral marketing. We'll also explore how to seg-
ment and communicate with your database of current customers through e-mail.

Part Five

Here we will take a look at how to “close the deal” with some traditional
principles, as well as with a few advanced methodologies. For instance, the desti-
nation page, or the page that your e-mail promotion leads people to, is a crucial
part of the dedicated e-mail promotion because it is where the final call to action
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takes place. The first chapter in Part Five (Chapter 15) includes tips on creating a
dynamic, persuasive landing page. The rest of Part Five reviews key necessary
items such as best days of the week to e-mail and other timing issues. There also
are afew words about “cookies’ as they relate to e-mail.

The final chapter discusses how to most accurately and effectively measure
an e-mail campaign’sresults asit relates to the success of the campaign. We'll also
review how to take those results to the next level so you can develop a top-notch
plan for subsequent campaigns. This chapter delves into the various means of
tracking click-through and conversion numbers, and demonstrates examples of
helpful reports that you can apply to your own business.

Case Studies

After al the “rules’ are laid out and applied, we revisit the plan in a com-
pendium of real-life e-mail campaign case studies. Both acquisitions campaigns
and retention campaigns will be explored and detailed. The strategies, insights,
and experiences presented here come from those “in the trenches’—those lucky
e-mail marketers who were ready, willing, and able to share their stories. Although
permission-based e-mail marketing is now a standard and integral part of the on-
line promotional mix, this is still relatively new territory and we're all learning
new things every day.

O THIS BOOK IS FOR

Whether your business is consumer-oriented or business-to-business, you
should have a game plan to take an e-mail campaign from conception through
completion. From A—Z, this book will cover everything from the basic to the most
critical steps that every e-mail marketer should know. In other words, Permission-
Based E-mail Marketing has everything you need if you are

» completely new to any form of direct marketing—both online and offline.

» aseasoned direct marketer, yet new to the online or e-mail world.

* an online marketing professional who wants to expand into or strengthen
your e-mail marketing program.

» an experienced executive or manager who heads a group or organization
that needs a step-by-step guide for your staff to use as a guide or resource.

This also is the book for you if your goals include any or al of the following:

» Acquiring new prospects and/or customers to communicate with by e-mail
 Creating new sales and/or |eads through e-mail
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Building a house e-mail list

Retaining existing customers

Cross-selling, upselling, reselling to your current database of customers
Establishing a one-to-one communication and relationship with your
customers

» Tracking, measuring, and testing various offers

* Improving or optimizing your existing outbound e-mail marketing efforts

In anutshell, if you have products and/or services and you want to apply the
core principles of one of the most cost-effective, response-generating ways to mar-
ket them, then you hold in your hands the meansto that end. By the time you have
read this book, you will be well on your way to becoming a regular e-mail mar-
keting practitioner, if you're not aready. And from now through the foreseeable
future, that is a very good place to be.

GOLFCOACHCONNECTION.COM—USING E-MAIL TO

CREASE “LOVE” AND SALES IN THE GOLF MARKET

To show you what isinvolved in planning, creating, and deploying an e-mail
campaign, we'll follow the experience of a hypothetical company throughout this
book, step-by-step, asit developsits first email campaign.

Introducing GolfCoachConnection.com, an Online
Marketer of Golf Instruction Services and Equipment

There are millions of golfersin the United States, and they all have a love-
hate relationship with the game. Thousands of players give up the game every
year, citing “frustration with poor play.” So GolfCoachConnection.com has atwo-
fold mission:

1. Help golfers play better so they love the game more and stay in the market.
2. Build relationships with those players so that they spend more of their
(ample) golf budgets in the GCC Pro Shop.

GCC uses a countrywide network of certified golf-teaching professionals to
provide instructional content and expertise for its Web site. Visitors can browse
generic game improvement tips, or fill out player profiles to view personalized
“Golf Tips from Your Coach” on the Web or by e-mail, for free. Visitors also can
submit videotapes of their swings and pay to have them analyzed by GCC teach-
ing professionals.
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The GCC Pro Shop offers alarge selection of name-brand golf equipment and
accessories that visitors can purchase online. It does not have aretail counterpart.

The GCC marketing team is anxious to launch its first e-mail promotion be-
cause it has heard what a powerful direct marketing tool e-mail can be. And be-
sides, the team members ask themselves, “How hard can it be?’

Stay tuned for more on GolfCoachConnection.com in later chapters.
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The Power
of E-mail

For direct response marketing, there is no faster, cheaper, or more effective cur-
rent venue to reach your top prospects than e-mail. Of course, thisis not news to
those of us who have been practicing this “art” for the last few years. E-mail al-
lows you to target an audience that is primed and ready to hear your message. You
can slice and dice that particular audience by demographics, geographics—even
psychographics at times—and e-mail each group a customized message in order
to lift response. You can write salesworthy copy that is music to your audience's
ears, and can craft adesign that will make recipients stand up and take notice. You
also can create campaigns around offers that allow you to cross-sell, upsell, and
resell your products and services over and over again. And, instead of generating
sales and leads over the course of weeks or even months after a promotion be-
gins—as in the case of a postal mailing—an e-mail campaign is considered com-
plete within just a matter of days.

E BENEFITS OF E-MAIL MARKETING

Marketing with e-mail offers numerous benefits. They include:

* Direct communication with prospects and customers. E-mail allows direct
business-to-consumer(s) or business-to-businessperson(s) messaging and
also allows for two-way exchanges, if so desired or needed. Communica-
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tions can be in the form of aletter, an electronic “postcard” complete with
photographs, a colorful and dramatically-designed HTML advertisement,
or streaming video and sound encased in a rich media message. The mes-
sage can be light or serious, solicitous or informative, friendly or busi-
nesslike. If targeted properly, an e-mail promotion can reach your core
audience right where they live. For business building purposes, of course,
the goal is to increase the number of people that reads the e-mail, thereby
increasing the likelihood that your end goal—whether it's to make a sale
or capture a new lead—will be reached.

* Interactivity. Unlike a print ad, television commercial, radio spot, direct
mail, or any other offline media, a promotion via e-mail encourages and
facilitates direct and immediate interactivity. The request made of the
prospect/recipient is made crystal clear—*Click here to get this’ or “Visit
here to see this” In a standard e-mail promotion, if the prospect follows
the call to action, he or she is taken to a page on the advertiser's Web site
where he or she can place an order, enter a credit card number, fill out a
registration form, and more. Any response where anew lead is captured or
asaleis madeisto the benefit of the advertiser. Due to the fast interactive
nature of an e-mail promotion, a sales or lead generation campaign can be
completed within a matter of days of itsinitial deployment (“send”) date.

» Lower costs. E-mail can be extremely inexpensive on a cost-per-piece, or
cost-per-e-mail address basis, regardless of whether you're in acquisitions
or retention mode, especially when you compare it to other forms of mar-
keting media. A dedicated prospecting promotion—wherein the e-mail
promotion is solely dedicated to one and only one advertiser—normally
runs anywhere between $.20 and $.45 apiece, including all list and send-
ing costs. A retention promotion, of course, is far less because the list is
yours (hence, zero costs there) and the cost to send can be very inexpen-
sive, whether or not you're using a software solution or the services of an
outside e-mail solutions provider.

* Targeting qualified leads on a one-to-one basis. For acquisitions e-mailings,
there are opt-in lists available for rental that span a variety of categories,
S0 to reach an audience interested in a particular category is not difficult.
For retention campaigns, the targeting is even more enhanced, and allows
marketersto segment and pinpoint their house lists by avariety of criteria—
including interest, previous transaction (whether that transaction was based
on apurchase or simply aclick-through on a particular product or service),
geographic and demographic data, and more. This type of fine-tuned seg-
mentation can help marketers create customized communications to en-
hance loyalty, brand building, and sales.
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1/ The Power of E-mail

Essentially, successful e-mail marketing is developed through a multistep
process—Iet’s just cal it the e-mail customer contact cycle—shown here boiled

down to three core phases as shown in Figure 1.1.

1. Acquisitions Phase. Thisisthe hunting and gathering phase. It isthe time

when you identify your market, create the best offer for your business,
and search for and promote to your top prospects by e-mailing to your
best potential target audience. It is the time to create salesworthy copy
and design that will persuade these prospects to “sign up” for whatever
you have deemed your offer to be. Of course, you can acquire new e-mail
addresses to add to your house list by a means other than e-mail (e.g., direct
mail postcards, and radio and television ads to lead people to sign up); but
for purposes of this book, we will focus on acquisitions by e-mail only.

. Testing Phase. This can be part of the acquisitions phase, of course, but
should be viewed and treated as an ongoing part of your overal e-mail
marketing plan. By regularly testing and retesting what works and what
doesn't as far as offers, e-mail lists, creative and other components, you
will hone in on and roll out with your best efforts possible from promo-
tion to promotion, campaign to campaign.

. Retention Phase. After you've gathered your prospects, and even con-
verted some of them into customers or clients, it's time to develop a way

FIGURE 1.1 Customer Contact Points through E-Mail Marketing

Acquisitions D Testing I:I Retention
Phase Phase Phase
Acquisitions: Testing: Retention:

Hunting and gather-
ing phase. Pulls in
prospects with the
goal of turning them
into customers.

Continue to test
and hone in on best
efforts, both in
Acquisitons and
Retention modes.

Use personalization,
loyalty programs,
and referral
programs to build
relationships.
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to keep them. Thisisthe most profitable side of the business because now
that those prospects/customers are a part of your house list, you don’t bear
the burden of often-weighty list acquisitions costs, such as outside e-mail
lists. This aso is the time when you build atrue “relationship” with your
customers by marketing to them individually, personalizing your mes-
sages, and only showcasing products that fit their wants and needs. By
doing so, you can then ask for their endorsement of your products and
services, thereby getting back to goal one—acquiring a new set of cus-
tomers through the use of viral marketing and other loyalty and referral-
type programs.

An e-mail campaign covers all three phases of the above cycle. And there are
methods to devel op and fine-tune the necessary critical stepswithin each phase. To
acquire new customers, for instance, the lists you use should be dead-on as far as
targeting goes, meaning your list research should be thorough and should be ap-
proached—at least in part—as a science. There are hundreds of prospecting lists
out there; yet a number of them are completely ineffective or are suited for only
the most select niche audiences. Finding the right lists is the key to e-mail mar-
keting success. It's all a matter of doing your homework. (See Chapter 6.)

Additionally, you should be aware that in order to segment an audience prop-
erly for optimum results, you should be well versed in testing strategies. In other
words, you should know the methodologies behind creating and executing tests
that will identify winning promotions and campaigns you can utilize for months
to come. | also should probably note here that e-mail is not for those only willing
to take “baby steps’; to truly reap all of the potential rewards that marketing with
e-mail hasto offer, you must plan and test aggressively. For instance, | would not
recommend e-mail to those who can send out only a one-time promotion to one
very small, untested list of, for example, 2,000 or fewer names. Chances are, it's
not going to get agood response. And if that happens, what's your gain? What can
you learn? In aword: Nothing. By the same token, that doesn’t mean that you have
to mail to 100,000 e-mail addresses in order to achieve success. It simply means
that you have to be alittle aggressive (but smart); and at the same time, you need
to be prepared to take afew hits. (See Chapter 7.) However, you need to make sure
you have the backups in place to help leverage those hits. Those backups come
from knowledge, and that knowledge comes from testing. We'll explore more de-
tails on this note later in the book.

Creativity certainly can go along way in executing a promotional e-mail.
However, compelling copy isn’t just about laying out your features and benefitsin
one neat and tidy little package. It's about the art of selling. And rhythm. And tone.
It's about giving your audience of readers al it heeds to make that final buying
decision.
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Perhaps best of all isthat e-mail allows you to create an ongoing rapport and
dialogue with your prospects and customers; hence, it can help build those al-
important customer relationships. I’m sure you've heard this before, but it bears
repeating: The level of the relationship that you have with your customers (high or
low) will, to alarge extent, determine your business's success in future years; that
isvirtually guaranteed. Bottom line: Simply keep in mind that there are “rules’ to
this exciting medium. The path to great e-mail campaigns is not a difficult one to
follow. It simply takes alittle sure-footedness that comes from having a solid plan
of action, following afew well-established rules, and reaping some guidance from
those in-the-know.
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E-mail Terms
You Should Know

I_ike any other widely reaching industry that involves a number of practitioners
and players, there is alanguage to the Internet and all things tied to it, including
e-mail. There are industry-specific words and phrases to describe technical terms,
measurement tools, design aspects, and more.

To avoid getting too bogged down in all online-related terminology, for pur-
poses of this chapter (and this book), we will focus only on the most common and
relevant words within the e-mail marketing industry. Some, you'll find, have been
used in other areas of marketing, such as direct mail and telemarketing, but are re-
peated here for those who may not know them or their place within the e-mail
marketing world. As time goes on and you go through the process of launching
and managing regular e-mail promotions, using the following terms no doubt will
become second nature.

Audience. The group of people that an e-mail promotion or campaign tar-
gets. For example, an e-mail marketer promoting a jewelry site might select and
target alist of people who have expressed an interest in buying diamonds online.
That list would contain the “audience.”

Clickable text. The links within an e-mail message that become “hyper-
links,” meaning that they are executed when clicked on and take people directly to
aWeb site or page. Many text only e-mail programswill convert plain text to click-
able text when they see “http://” in the message body.
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Click-through rate. See CTR.

Compiled list. Thisisalist of e-mail addresses that has been gathered by
a means other than response to a previous e-mail message. For example, these
e-mail addresses can be part of alarge database, and can typically be segmented
by demographic information. A compiled list could consist of alist of people who
have Social Security numbers beginning with the numbers 2423. A compiled
e-mail list may not be one to promote to because the e-mail addresses within it are
collected by methods such as customer warranty cards, purchase transactions, sur-
veys, etc.—hence, the people have not “opted in” to receive promotions by e-mail.
They have smply submitted their e-mail addresses to register for something else
atogether.

Conversion. The number or percentage of recipients that complete a pro-
motion’s ultimate goal. Conversions could include the number of leads garnered
from alead generation campaign, or the number of actual sales derived from apro-
motional sales campaign. Thisis the final number and generaly the most impor-
tant measurement of a campaign’s success. A conversion percentage or rate can
refer to the percentage of people that clicked on the promotion or the percentage
of all of the people that received the initial promotion.

Cookie. A small file stored or embedded within an e-mail promotion’s
HTML. It can track recipients’ “open” rates (i.e., how many people actually opened
the e-mail), aswell as whether or not recipients forwarded the message. Cookies are

very useful when it comesto reporting and measuring a campaign’s overall success.

CPM (Cost Per Thousand). Ine-mail marketing terms, it is one method for
pricing e-mail lists. For example, a“$200 CPM” price for alist meansthat it costs
$200 for every thousand e-mail addresses purchased (or $.20 per single address).

Cross-selling. When a company develops offers and promotions for its
house list, and those offers are for other products that company offers, it is called
cross-salling.

CTR (Click-Through Rate). The number of times that a standard e-mail’s
“call to action” link has been clicked. A promotion’s goal isto garner ahigh CTR
in order to drive as many people as possible to the promoting site. For example, if
out of 10,000 e-mail promotions sent, 500 people clicked through, the CTR would
be 5 percent. Obviously, the higher the CTR, the higher the chances of increasing
your number of converted prospects. This is a key success measure of an e-mail
campaign.
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Database marketing. The discipline of enhancing a house e-mail list and
promoting it, using a variety of database-related tools. For example, an e-mail
marketer can use database marketing techniques to communicate with selected
segments within its house list of customer e-mail addresses, such as those with
certain incomes and prior purchase histories. The goal isto find that combination
of offers, messages, and other components to optimize those selected areas of the
database and achieve maximum response rates.

Deployment. The “sending” of an e-mail message.

Direct response marketing. Also known as direct marketing, a disci-
pline designed for the advertiser to drive immediate sales, leads, or some other end
goals. (Besides e-mail, a direct response ad can use television, radio, print, tele-
marketing, and postal mail.)

Domain name. A registered Web site name or address.

Download. Copying information or files from a server or other sourceto a
computer or network.

Dynamic content marketing. Sending targeted messages to small cus-
tomer segments from a house file, based on a set of database criteria, or rules. For
example, you may send out a message where people east of the Mississippi receive
a promotion for products offered with free shipping and, due to higher costs, peo-
ple west of the Mississippi receive a promotion requiring payment for shipping.
Dynamic content can segment a house file into hundreds of thousands of seg-
ments, al dynamically generated during the delivery of the e-mail campaign.

GIF (Graphical Interchange Format). An electronic image file format.
Many of the graphics that you see on the Web and in e-mail promotions are GIF
files.

Hard versus soft bounces. Undeliverable e-mail addresses within acam-
paign. A hard bounce represents an specifically addressed e-mail that, for what-
ever reason, either never left the transmitting server or never made it to the
destined server. A soft bounce represents an e-mail that made it to the destined
server but couldn’'t find the designated e-mail address that resides there.

HTML (HyperText Markup Language). A standard presentation tool for
many e-mail marketers that is graphically rich with color and images. Like view-
ing a Web page within an e-mail program, graphics and other images are most
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often “served” from the advertiser’s site. HTML often pulls a higher response than
plain text messages; however, it generally requires a longer download time, par-
ticularly for those recipients who have 56K or less modem access.

HTTP. HyperText Transfer Protocol, the language of the Internet.

Hyperlink. Clickable text that alows the viewer to go directly to a Web
page or site.

JPEG (Joint Photographic Experts Group). A compressed graphic
image format. Many of the photographs and other graphical images that you see
online are JPEG files.

Keycode. A unique code assigned to a promotion or a specific link within
apromotion in order for a response to be tracked by the advertiser.

Landing (or “Bounce” or “Jump” or “Splash”) page. The page on a
Web site that is linked to an e-mail promotion. For example, when an e-mail pro-
motion is sent and recipients begin to click through on the links embedded therein,
their browsers should open to the landing page of the advertiser’s site.

Lead. A prospect that has not yet converted to a paid customer or client.

Lifetime value (LTV). The dollar figure that a company associates with a
customer based on his or her past purchases, projected future purchases, and loyalty.

Link. See Hyperlink.

Offer. The incentive or enhancement device used to promote the adver-
tiser’s products or services. For example, a business-to-business content site may
offer afree newdletter in order to drive its target audience to the site.

Opt-in. When subscribersto alist have chosen to receive promotional mes-
sages from designated sites and/or within selected categories. In other words,
they’ve given their permission on the front end, before ever having received a so-
licitation. This permission enables e-mail marketers to promote to people who are
actively, rather than passively, interested and also allows them to target | eads based
on selected categories of interest.

Opt-out. Recipients are sent a promotion that contains a statement giving
them the option to not receive such e-mails in the future. In other words, opt-out
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promotions require aresponse from recipients if they do not wish to receive future
messages.

Paid customer or paid campaign. When a customer pays for an offer
within an e-mail.

Personalization. Ane-mail promotion that uses the recipient’s name or ad-
dress or other unique data in order to increase click-through and conversion rates.
The use of personalization within an e-mail can dramatically enhance response.

Pull. This term refers to marketing media that draws a target audience in,
such as aWeb site or television.

Push. Thisterm refers to marketing media, such as e-mail, that sends mes-
sages to the target audience.

Relationship marketing. Using aregular series of personalized and rele-
vant communications to meet the direct marketing goa of building a relationship
with customers over a period of time.

ROI (return on investment). Dividing the profit from a campaign by the
costs of mounting that campaign. Used as ameasurement of a campaign’s success.

Rollout. A combination of acampaign’s lists, messages, and offersthat are
sent at the same time and under the same conditions.

Segmentation. Separating your house mailing list prior to e-mailing in
order for recipients to get different messages and offers based on what they will
most likely respond to. A file can be segmented based on demographics, buying pat-
terns, areas of interest, and more (database marketing) with the different messages
based on individual segments (dynamic content marketing).

Spam. Slang term for unsolicited e-mail.
Targeting. Identifying an audience or group that contains likely prospects
for a particular set of products and/or services, and then developing the offer and

messages for that audience.

Up-selling. When acompany develops promotions to its existing customer
base designed to sell products that are at a higher price than those customers have
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paid up until that point. Often new customers are brought into a house with alow-
dollar offer, and the next step isto sell them a high-dollar offer.

URL (Universal Resource Locator). A Web site’s address or location on
the Internet—e.g., what you type into your browser to pull up a desired site desti-
nation. For instance, to cal up the E-maill Marketing 101 site, you'd enter
http: //www.e-mailmar keting101.com in your browser window.

Viral marketing. Pursuing the goal for recipients to forward the message
on to other like-minded individuals. Each successive “pass-along” of the email
creates an exponential growth in the number of recipients who receive it because
each recipient forwards to more than one person. A viral marketing campaign pro-
motion generally will reward a customer for forwarding with an incentive of a
prize or discount.
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Opt-In versus
Opt-Out—
Permission
and Privacy

F)icture the following scenario to see the industry’s quandary on what options to
offer customers. At your favorite online music store, you have chosen to opt-in,
that is, you signed up to receive special e-mailed coupons and discounts, as they
became available. You've already taken advantage of afew of them and have saved
quite a bit of money. One day, you receive an e-mail from a competitor of your
music store. Although you've never shopped there, nor have you ever registered to
receive their promotions, this e-mail offers some significant savings of its own. It
also gives you the option at the end to opt-out, that is, to have your e-mail address
removed from any further promotions from that store.

Between the two tactics—opt-in or opt-out, which would you prefer? That's
the burning question that has been on many a marketer’s mind almost since the
very first email promotions began. At what level of the customer development
cycle should permission take place?

One of the theories behind permission marketing is that, presumably, a cus-
tomer that has given permission to receive promotions is a better, more loyal, and
more profitable customer overall. Most marketers will not argue that fact.

However, both opt-in and opt-out policies ask for permission at some stage
of the game. To truly understand the philosophy behind each, and to understand
why opt-in is the better way to go, let’'s start at the beginning.

14
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@FlNlNG OPT-IN AND OPT-OUT

Asthe previous brief example demonstrated, if a prospect has been added to
a company database using opt-in procedures, it essentially means that she has
given permission to receive company promotions from the very beginning. In
other words, the prospect has looked at a site and then asked to be solicited prior
to ever having received one promotion from the advertising company. Any pro-
motions she receives are welcome because they are positioned by the advertiser as
containing something that the prospect desires—either in the form of receiving
specia savings notifications, relevant content within the prospect’s area of inter-
est, free registration or trial to something she wants or needs, or some other value-
added proposition.

A prospect that is solicited using opt-out procedures, on the other hand, may
have never even heard of the promoting company—or the owner of the list where
his e-mail address resides—when he receives the first promotion. And when he
does, although he is given the option to never receive another such e-mail again,
the burden is on him to react if he wants to be removed from the list. He must an-
swer the directive that says, “If you do not wish to receive these messages in the
future, please click here” A good opt-in e-mail promotion also givesthisor asim-
ilar directive, as we'll see later; however the chances of the prospect “unsubscrib-
ing” at this point are much less because he has opted-in from the beginning.

E FOUR-LETTER WORD THAT IS SPAM

It is easy to see why many promotions using opt-out procedures are declared
“spam,” which is considered the bane of the e-mail marketing industry. Spam is
the often-used negative slang term that refersto unsolicited e-mail. People who re-
ceive spam do not like it for obvious reasons, the main reason being that it typi-
cally offers something that is of little or no interest to the recipient. Internet
Service Providers (ISPs) also oppose it due to the fact that all e-mail is either sent
from an ISP or received by an ISP, and many have been clogged—or even shut
down—by spam e-mail. As seen in Figure 3.1, some spams are not only a bother,
they’re so badly presented that the reader would find the company suspect even if
he were interested in the message.

Spam e-mail is considered by many to be illegitimate e-mail and legislation
proposals have gone back and forth on whether or not thistype of e-mailing should
be declared illegal and also what penalties should be assigned for violating the
laws associated with it. Unfortunately, the offenders—the “ spammers’—only give
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FIGURE 3.1 A Typical Spam E-mail

Note the typo, the poor formatting, and the hype-filled message.

X-Mailer: Mcrosoft Qutlook 8.5, Build 4.71.2173.5
X- See- Al so: 08534CCDO0

Sensitivity: Public

X- & her - Ref erences: 0AF302B5B

Date: Mn, 28 Feb 15:10:53

To: <recipient@?23nail.conr

Subject: E-mmil Advertising Special--Ends Friday

| nportance: Low

PUT E- MAI L MARKETI NG TO WORK FOR YQU

Call NOW and receive 50, 000

FREE e-nmmils with your order!

Speci al Ends Friday March 3

| magi ne having a product or idea and selling it
for only $10.

Now i magi ne sending an ad for your product or idea
to 25 mllion people!

If you only get 1/10 of 1% response

you have just nade $250, 000!!

You hear about people getting rich off

the Internet every day on TV,

now is the perfect time for you

to junp in on all the action.

FACT

Wth the introduction of the Internet, one prinary
KEY to conducting your business successfully is
creating nmssive exposure in a cost effective
manner .

FACT

The experts agree that e-mail marketing is one of
the nost cost effective fornms of pronmption in

exi stence today.

El ectronic mail has overtaken the tel ephone as the
primary neans of business conmmunication. (Anerican
Managenent Associ ation)

O online users, 41 percent check their e-nmail daily.
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"A gold mne for those who can take advantage of
bul k e-nmail| prograns"—Fhe New York Tines

"E-mail is an incredible |ead generation tool"
—Crain’s Magazi ne

"Blows away traditional Mailing"—Advertising Age
"It's truly arrived. E-mail is the killer app so
far in the online world"-Kate Del hagen, Forrester
Research Anal yst

Wiy not |let a professional conpany handl e your
direct e-mail narketing efforts for you?

*We will assist you in devel oping your entire
canpai gn!

*We can even create your ad or annoucenent [sic] for
you!

*No responses? W resend at no cost!

For More Information CALL NOW

For renoval see bel ow.
SPECI AL RATES

SPECI AL ENDS Friday March 3
Targeted Rates Upon Request.

BONUS! ! !

Call In and receive 50,000 Extra E-mails at No
Cost !

Cal |l NOwW

e-mail marketing a bad name. Spammers gather their e-mail addresses from ava
riety of sources, including bulk e-mail lists, emailed discussion groups, online
bulletin boards, and Web site contact information pages. The promotions are typ-
ically sent in large quantities, with zero personalization. More times than not, the
spammers do not have any ideawhat their audienceisinterested in, or even if they
are an interested audience for the spammers’ offers. For these mailers, it's not
about targeting at all; they’re simply playing the numbers game. Spammers figure
the more people they reach, the better their chances that someone will respond.

Because even the most useful and targeted opt-out e-mail promotion by ale-
gitimate marketer can be perceived as spam, the polices set forth in this book fol-
low only opt-in, or permission-based procedures.
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TTING NEW CUSTOMERS WITH OPT-IN LISTS

In order to acquire new customers—that is, to get people who have never
used, bought, or “tried out” your products or servicesin the past, you can use opt-
in emalil lists such as the one shown in Figure 3.2, particularly if your goal isto
continue marketing through the e-mail channel.

Opt-in list providers own and/or manage a variety of lists ranging across a
wide variety of categories. These lists contain e-mail addresses of people who
have registered to receive promotions within their selected areas of interest. Once
a person has registered, many list providers will send an e-mail to the registered
address, asking that person to confirm that he or she did, indeed, sign up. Thisis
typically caled double opt-in and has been implemented by a number of list
providers as extra insurance that any new registrations have, indeed, come from
the people who own those e-mail addresses. Once that has been confirmed, those
addresses are then “dropped in” the proper categories and sold to advertiserson a
one-time-use basis.

FIGURE 3.2 Acquiring Customers on a Site
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Once an advertiser selects the lists that target its audience, and the e-mail
promotion has been created and sent, most opt-in list providers, such as Postmas-
ter Direct and YesMail, include a message somewhere within the e-mail that reit-
erates why the prospect/recipient is getting that particular promation. It reminds
the prospect that he “opted in” to receive these types of notifications, promotions,
special offers, etc., within his area of interest. The combination of the confirma-
tion e-mail after registration and the reminder message at the top of the promotion
itself servesto ensure that there is no doubt that the reci pient/prospect opted in and
there can be no legitimate accusations of spam.

LLECTING E-MAIL ADDRESSES IN AN OPT-IN MANNER

Once prospects receive the promotion and find your site, the goal, of course,
is to then get them to do one of these three things:

1. Register as part of a lead-generation program.

2. Make apurchase.

3. Fulfill some other call to action so you can collect their e-mail addresses
and other prospect information for future marketing purposes.

We'll delve into the necessary steps to acquire new leads and customersin
Part Two; but in order to do so, you will need to collect the necessary information for
you to create your own house file of e-mail addresses. Because of the “danger” in
gathering personal information, be sure that your collection policies and procedures
are above board and beyond reproach. By doing so, your reputation as a permission-
based e-mail marketer who is concerned with your customers' and prospects’ pri-
vacy will be assured.

Privacy Policy

If you are collecting any type of personal, confidential, financial, or transac-
tional datafrom your prospects and customers, be sure to inform them of what you
plan to do with that information. Many companies post a privacy policy on their
sites such as the one shown in Figure 3.3. In fact, many post links to it directly
within their e-mail promotions.

A privacy policy is simply a disclosure of your information collection prac-
tices. It tells prospects and visitors exactly what you are going to do with their in-
formation, should they decide to register/sign up/purchase. If you plan on renting
your e-mail addresses to outside parties, post that fact on your site. If you plan to
send prospects promotions of your company’s products and services, make that
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FIGURE 3.3 Registration Page and Privacy Policy on a Site
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clear. One company that did not do that effectively from the beginning is Amazon.
com. There are a number of people who received unsolicited promotions from
Amazon, and they were never informed that this would occur: a good example of
what not to do.

A privacy policy should answer all of the following:

» What type of information are you collecting (e.g., email addresses, postal
addresses, cookie/server information, etc.)?

* If there is more than one method of collection, what other methods are
employed?

» How will you use that information? Be as specific as possible.

» Who will information be shared with?

* What if a prospect does not wish her information to be included on a
database?

» Where do you house or store the information? Is it secure?

» What if a prospect does not want to receive any future communications
from you?

e What is your policy if someone wishes to unsubscribe?

Post your company’s main contact point—including address, phone, and
e-mail—for inquiries related to privacy and collection practices. It is also a good
ideato affiliate your company with a privacy seal organization, such as TrustE. It
is organizations such as TrustE that enhance a prospect’s or customer’'s comfort
level with your company. Just be sure that you adhere to the standards you've set
forth in your privacy policy.

Privacy seal organizations that protect consumers include:

* TrustE <www.truste.org>

* PrivacySecure <www.privacysecure.com>

» BBBOnline Privacy <www.bbbonline.org>

* Privacy Rights Clearinghouse <www.privacyrights.org>

UR PROSPECTS HAVE SIGNED ON—NOW WHAT?

Once your hunting and gathering of information is complete, and your opt-
in band of prospectsisa part of your housefile, it is now time to promote to them.
The goa here, of course, is to convert them into buyers (if they are leads/
prospects) or to get them to buy more of your products and services (if they have
already made a purchase).

Just be sure that al of your permission and privacy-sensitive precautions and
policies were not in vain. Maintain those standards in every communication you
have with these people. Here are afew “best practices’ to keep in mind.
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Make It Easy for Prospects to Unsubscribe

When you send prospects a communication by e-mail—a newsdletter, a spe-
cial offer, a set of coupons, etc.—be sure to aways include an “unsubscribe”
tagline somewhere in the body of the e-mail, every single time you send to them.
This gives them the opportunity to say, “Thanks, but | really don’t want to receive
these e-mails anymore. Please stop sending them.” Invariably, there aways will be
acertain number that will want out. If you do not include unsubscribe language of
some sort, you will make it difficult for these people and, hence, you risk making
them angry. The goal is to keep everyone happy and feeling safe.

Some list vendors are more comfortable with what is commonly known as
double opt-in, or confirmed opt-in, where new members who sign up to receive
promotions receive an e-mail from the list vendor and must send back an e-mail
in reply, essentially stating again that, yes, they have signed up. Single opt-in, or
nonconfirmed opt-in, vendors also send a confirmation e-mail, but require areply
from the new members if and only if they wish to unsubscribe. As of the writing
of this book, there is no hard data on response and profitability about which strat-
egy works best.

Link to Your Privacy Policy

Remember that privacy policy that you so carefully crafted for your site? At
the bottom of each and every e-mail, post alink for recipients to view it. Thisalso
serves to get them back to your site.

Be Upfront—Always

If you've made a change to your information collection procedures or you've
changed privacy seal organizations, be sure to notify the people on your list. If
they don't like it, they’ll simply unsubscribe. It is not the disclosure, but rather the
lack thereof, that can get you into trouble.
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Creating
Your Budget

OBJECTIVES

e Review of the basic essentials.
* Develop an acquisitions/prospecting plan.
* Budget appropriately.

* Determine the essential steps to fulfill the goals and budget of your plan.

Every thorough and effective plan starts with a look at the proverbial “big
picture.” In other words, what exactly do you hope to accomplish by marketing
with e-mail? I'm assuming, of course, you've chosen e-mail as a venue to add
to—and not replace—your already existing marketing mix. And, perhaps,
you've already allocated a certain percentage of your budget to this dynamic
medium you've heard such great things about. Now it's time to take a good,
hard look at how you're going to use it.

BACK TO BASICS

Before we begin, however, let’s make sure we’re all on the same page and
redefine a some terms that are core to the principles outlined in this chapter.

25
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* Acquisitions. The phase in your marketing efforts in which you are ac-
tively seeking and acquiring new customers. Prospecting is another term
used for this stage of the game.

* Conversion. As you read in Part One, this term can have multiple defini-
tions; but for purposes of this chapter (and for most of this book), conver-
sion refers to the number of new prospects (that you may have just
acquired in the acquisitions phase) that turn into customers or buyers.

Who are your prospects? Your leads? Your customers? They all make up your
target audience and how you refer to them depends on whether you’re in acquisi-
tions or retention mode.

Prospects

These are the people that could one day become part of your house file. They
have never bought any of your products, nor have they responded to any of your
lead generation offers. They are prospects in the purest sense. And in some way,
shape, or form they resemble your market, such as:

* They may reside in the same physical locations as your target market.

* They may meet the age/income/occupation criteria of your target market.

* They may have similar likes, dislikes, wants, desires, spending patterns,
etc., as your target market.

* They may have responded to similar offers or bought products and ser-
vices such as those that you offer, such as in catalog and publication sub-
scriptions in similar categories.

Leads

These people have responded to one or more of your lead generation offers,
but are not yet buyers. The hope is that their interest in your offer makes them a
better target than a pure prospect and, hence, a likely future buyer. We’ll review
various ways to bring in new leads in the next chapter; but for now, suffice it to
say that leads are created through the use of a variety of different offers, including
free trials, sweepstakes, free registration offers, etc.

Existing Customers

This is, of course, the group of people who are both current and active on
your file and have, for lack of a better term, “paid up.” They’ve bought one or more
of your products or services and, for the most part, continue to do so. However, no
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matter what the size of your overall group of existing customers, you can count on
the fact that not all of them will be top responders. Nonetheless, if analyzed as a
whole, your existing customer base should bring you the bulk of your profits. They
are typically divided into the following three tiers:

1. Tier 1. This is the segment that—based on the fact that their needs mesh
well with your offers, products, and services—contains your strongest re-
sponders (the “cream-of-the-crop”).

2. Tier 2. This group responds to your marketing efforts, but less frequently
than customers in Tier 1.

3. Tier 3. This group can be likened to a bunch of tire-kickers. They’re cus-
tomers, yes—but they stand a good chance of moving into the “Previous
Customers/Clients” category soon due to their poor response to most mar-
keting efforts.

Tiers 2 and 3 most likely make up the majority of your customer house file
while, Tier 1 makes up the smallest category. You’ve probably heard this ratio ex-
pressed as the 80/20 Rule, or Pareto’s Principle, which says that 20 percent of your
audience will bring you 80 percent of your business. With the right tools, market-
ing with e-mail can be a highly effective means to reach that 20 percent. We’ll ex-
plore more details on that note later in the book. For now, we have to think about
how to get from here . . . to there.

IDENTIFYING YOUR CAMPAIGN’S GOALS

Successful e-mail marketing boils down to a combination of old and new
selling techniques. Traditional direct marketing principles make up the “old,”
while the high-speed immediate access and interactivity of the Internet has created
a few “new” rules. Throughout this and subsequent chapters, we’ll weave both
methods into the mix and explain how these principles apply to the steps we take
on the way to developing our campaign.

Start by analyzing your long-term goals. Answer the following:

* Are you marketing to businesspeople or consumers (B2B or B2C)?

* In one year (or two years, or three . . .), how many new paying customers
do you want to add? How many of those will be through the use of e-mail
marketing?

e Through your traditional marketing outlets, how many prospects or leads
do you typically need to promote in order to convert a prospect to a pay-
ing customer?

* How much revenue—or what average order size—do you want to generate
per new paying customer?
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* How much revenue do you want each new customer to bring in over the
next three years? Five years? Ten years?

Your answers to the above questions will give you the preliminary figures
that you need in order to start calculating what numbers you need to produce to
meet your e-mail plan goals.

For instance, suppose you’re marketing educational software for children
(B2C). In a year’s time, your goal is to add 1,000 new customers. If your average
order is $45 per customer, that’s a grand projected total of $45,000 in new sales
revenue over the course of the next year. But that’s just the tip of the iceberg.
You’ve also determined through a lifetime value analysis (LTV) of your current
customer base (see Part Four on retention for more information on how to calcu-
late LTV) that those 1,000 new customers will likely purchase, in aggregate, ap-
proximately five times that amount ($225,000) over the next three years and eight
times that amount ($360,000) over the next five years because of your customer
development program, which includes cross-selling and up-selling efforts. There-
fore, those 1,000 people are actually more “valuable” than they appear, at first
glance. Fine. Now let’s take this projection a step further.

The industry standard for marketing venues says that you need to promote to
50 leads to make a sale, so a normal conversion rate is 2 percent. (Here a “lead” is
someone who has responded to your offer for a one-month trial download of one
of your software products. We’ll get into more details on offers in the next chap-
ter.) Assume that your lead-to-sale conversion rate is approximately the same, or
to err on the conservative side, assume it will be less.

Therefore, to meet your goal of 1,000 new customers in the next year you
need to generate 50,000 new leads during that time:

1,000 + 2% = 50,000

How do you bring in 50,000 new leads with e-mail? Again, look at the big-
ger numbers and work backwards. Answer the following:

* What is the current industry average click-through rate (CTR) for con-
sumer e-mail offers? (This will, most likely, be a range—e.g., 5 to 15 per-
cent—so for the sake of generating reachable numbers use the middle
portion of the range.) And, of course, if yours is a B2B offer and you have
current statistics, use those numbers instead.

* What percentage of people who click through are expected to complete
your call to action? In other words, how many will complete your form/
register/buy . . . or whatever your objective is.

So getting back to the children’s software example, you’ve determined that
you are going to use a 10 percent click-through rate (CTR) to estimate the CTR
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for your e-mail efforts over the next year. However, not every single one of the 10
percent that clicks through will sign up for the free trial—a percentage of them
will not complete that final call to action. A good portion will complete the call to
action for the trial, however, if it is a lead generation that has been properly exe-
cuted. Suppose your CTR is 60 percent. Because you need to generate 50,000
leads, that means that 83,000 have to click through, which means that 830,000
people need to be e-mailed initially over your designated period of time.

50,000 leads + 60% (percentage of those who sign up after clicking) =
83,000 (the total number of click-throughs needed).

83,000 + 10% (initial click-through rate) =
830,000 (the total number of people who were e-mailed).

Remember, this is over the course of a year. So to look at it from the very be-
ginning, your prospecting (acquisitions) goal is to reach more than 800,000 most
likely responders in enough time for them to buy in the next year. Your customer
development (retention) goal is to capture and promote to 1,000 buyers who are
likely to buy other similar or higher-priced products and services over a length of
time determined when you set your goal.

BUDGET BUILDING FOR E-MAIL MARKETING NEWBIES

Set a time goal for your project. Determine what you need to do to meet
those goals within that period of time. Set forth! (Sounds easy, doesn’t it?)

In the above example, you have one year. However, that means you have to
have 1,000 new customers by that year’s end. And, going back to the beginning, if
2 percent of your new leads convert, you have to create 90 new customers per
month through the eleventh month.

1,000 customers + 11 months = 90.9 (monthly paid customers goal)

Rounding things off, and based on conversion numbers above, this means
that each month you must convert more than 4,500 leads into paid customers:

90 new customers per month + 2% conversion = 4,500 leads

Based on the numbers and projections above, in order to generate 4,500 leads
per month, we need to promote to 75,000 prospects every month.

Because opt-in acquisitions lists can run anywhere from $200 to $400+ per
thousand e-mail addresses, use an average $300 per thousand to calculate your
monthly list costs.

75,000 prospects x $.30 ($300 per thousand) = $22,500 list costs per month
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Therefore, your monthly acquisition e-mailings should comprise at least
75,000 prospects (found in targeted opt-in lists) and will cost approximately
$22,500. But what about other acquisitions costs? And then what about retention,
or existing customer promotions, costs? How do we factor those in to create our
overall budget for the year?

On the acquisitions side, other costs may include:

* Creative (copywriting and design) for the promotions

* Consultants to strategize on offer and creative development

* Software or vendors to track and analyze incoming orders and data
* Software or vendors to collect and house incoming orders and data

Many of these additional costs are for services that can be executed by
internal staff, if available. Nonetheless, the difference in prices and fees for the
services listed runs the gamut. Depending on your projected numbers for
deployment—both for acquisitions and retention—you may be able to get by
with internal creative personnel for the copywriting and design, and an inexpen-
sive software solution. Our children’s software example would fit that category.
However, once you start getting into the really big numbers for e-mailing, you’re
going to find that you’ll need the help of outside resources, particularly for track-
ing, analysis, and processing/database marketing. For those types of activities,
figure on adding another $.05 to $.20 for every e-mail address managed in-
house. (See Chapter 13 on retention, and the Resources section at the back of the
book.)

SHORT-TERM BUDGETING

To plan a short-term e-mail acquisitions plan (less than a year), you can use
the same steps outlined in preceding paragraphs but use figures for six months,
three months, or even a single campaign. Additionally, if your business sells ser-
vices rather than products (perhaps you are selling advertising on your site or in
your e-mailed newsletters), you still can use these strategies to build subscribers.
After all, the more subscribers you have, the more your ad revenue increases, no
matter what you’re selling.

BUDGETING FOR A PAID CAMPAIGN

For e-mail acquisitions campaigns where the call to action consists of an ac-
tual paid sale (as in the case of many online retailers’ prospecting campaigns), you
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may want to create a plan based on your projected breakeven point. This can be a
simpler method and can be applied and adjusted from campaign to campaign.

Your breakeven point, as the name suggests, is when your costs and your
revenue match. It’s one of the best ways to determine what your campaign sales
need to be in order not to lose money. For instance, if you sell greeting cards on-
line, how do you promote to 10,000 new prospects through opt-in acquisitions
lists? First, you determine your costs—including the costs discussed, as well as the
total costs to deliver your product (the greeting cards themselves). If they total
$7,500, your revenue would need to be $7,500 to hit your breakeven, which means
that, if the customer pays $2.00 a card, you’d need to sell 3,750 greeting cards. As
you can see from the calculation, you’d need a 37.5 percent final converted re-
sponse rate:

3,750 orders + 10,000 e-mails = 37.5%

This, of course, would be a tough goal to achieve. Paid offers can pull double digit
response rates—especially with lower dollar offers such as this—but close to 40
percent is not likely. A more likely conversion for this type of offer would be 10
to 20 percent. And the prohibitive costs demonstrate one reason why acquisitions
campaigns via e-mail do better with lead generation offers rather than paid offers.

However, every business is different. For those of you lucky enough to offer
products with extremely low product and fulfillment costs per order and high rev-
enue per order (as in the case of certain software and high-end publications), “fish-
ing for paid sales” through e-mail may very well pay off.

Action Item: Create Your Budget

Based on the above scenario, you create a budget for your venture as shown
in Figure 4.1.

Essential steps to creating a strategy. You started your acquisitions
plan and budget by expressing your overall goals and objectives. Now it is time to
whittle those goals down to the following action items:

* Define your target audience.

* Find sources of prospects within that target audience.

* Develop a strong offer to appeal to those prospects.

* Create a message to present that offer in the best light possible.
* Send!

* Track and read your results.

* Bring in/convert new customers.
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FIGURE 4.1 Plan an Ideal Scenario

Month

CONOYULTL A~ WN =

O

10

11

12
Total

Number of  Cost/ Conversion Number of

e-mails thousand CTR Click- Sign-up to paid new paying Average Total
sent (CPM) (%) throughs % Sign-ups percentage customers order revenue

75,000 $150 10 7,500 60 4,500 5 225 $45 $10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125
75,000 150 10 7,500 60 4,500 5 225 45 10,125

900,000 90,000 54,000 2,700 $121,500

» Test a variety of offers, messages, and other variables for both acquisitions
and retention efforts.

* Develop campaign strategies to optimize your acquisitions and retention
efforts.

* Repeat.

GolfCoachConnection.com Plans Its
First Acquisitions Campaign

As you’ll recall, we met GolfCoachConnection.com earlier when it was in-
troduced as our hypothetical e-mail marketing “newbie” in the throes of its very
first e-mail marketing campaign. Here is how its story begins.

After talking with colleagues and vendors, the GolfCoachConnection.com
team has put together some preliminary estimates for its first e-mail promotion.
Because this is the team’s first campaign, and because it has heard that e-mail is
more cost-effective than direct mail, the team is aiming to generate at least as
many leads as a traditional mailing, but at less cost per lead.

Its first acquisitions campaign will consist of 90,000 e-mail addresses (more on
specific lists used in a future chapter), with a projected click-through rate of 10 per-



4/ Creating Your Budget | 33

cent and a sign-up rate of 60 percent of click-throughs. GolfCoachConnection.com
also will outsource the creative for the promotion. Therefore, its preliminary cam-
paign’s projected costs are:

Creative (copy and design) $ 3,000
List cost ($200 per 1,000 names) $18,000
Total $21,000
It’s August 1, and the team roughs out the following schedule:

August

2 Approve copy, goes into design

4 Approve design, goes back to client

5 Set up meeting with information technology department

5 Get approved creative to list vendors

12 Deployment/testing

19 Read results of tests

22 Rollout strategy meeting

23-27 Package “tweaking” in progress

September

7 Rollout

SUMMARY

GolfCoachConnection.com is now ready to begin its first e-mail marketing
campaign.

We’ll get into the details of creating an offer, testing strategies for prospect-
ing, and finding sources or lists in later chapters in this section. Part Three then
delves into the “art” of dynamic and creative e-mail messages. You’ll then be ready
for Part Four, which explores the ins and outs of retention marketing to your
house list.

For now, though, let’s take a good, hard look at our customers, as well as
those prospects-turned-customers that we aim to reach through e-mail.

CHAPTER REVIEW/EXERCISES

1. What is the difference between acquisitions, conversion, and retention? Think of
an example of how your company would acquire new customers.

2. Define a prospect. And a lead. And an existing customer.
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Which segment of your customer base is strongest? Tier 1, Tier 2 or Tier 3?

Analyze your long-term goals.

a.

b.
C.
d.

How many new customers do you want your e-mail marketing promotions to
add to your house file in one year?

What is your average order per customer?

What is the value of that customer over three years? Five years? Ten years?
What is your leads-to-sales ratio?

Calculate how many new leads you'll have to gather in your target time frame.

Calculate how many prospects you'll have to reach to gather your leads goal.

If your offer is a paid one, determine your breakeven point.

Determine your budget based on the above answers, using the example in this
chapter as a guideline.
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Brainstorming
the Offer

OBJECTIVES

* Define your audience.
» Define your campaign objectives.

* Develop the best offer(s) that meets the criteria of both.

think it's safe to say that one of the main goals you have as an e-mail marketer
contains two steps:

1. Find ahighly qualified audience.
2. Develop the most compelling offers to target that audience.

Of course, there are many steps from there and the end result should be a strong
response to your promotion and/or campaign. There are different levels of re-
sponsiveness, of course. Your business may have alarge audience comprising mil-
lions of individuals. Therefore, you have a variety of opportunities that will allow
you to communicate with those people.

Chances are better, however, that your audience is morefinite. So, to find the
best opportunities to reach them, you first need to determine who they are. Once

35
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that task is done, the fun begins. It is then time to develop an offer that your audi-
ence can't refuse. . . an offer that will induce them to react, and will pave the way
for them to react again and again.

DING THE CREAM

E-mail’s true strength lies in its ability to communicate with existing cus-
tomers in such a way that it actually helps forge a “relationship” with them. This
is because, after acertain period of time, customerswill become accustomed to re-
ceiving these regular promotions and, if those messages are executed properly,
your customers also will actually look forward to receiving them. As aresult, these
regular communications can even help build customer loyalty over time. The bulk
of those loyal, happy customers that you devel op through e-mail becomes stronger
...and moreloya . .. and more profitable.

Therefore, it is critical that you know who those customers are, so you can
develop the best strategies to both find them and communicate with them—even
when they’re still at the prospect stage.

For example, | know that | look forward to receiving my e-mail promotions
from Levenger when they send them. As a satisfied customer both online and off-
line, I don't mind being apart of Levenger’'s house file and the e-mails are aways
welcome. They're promotional, yet are colorful and well-designed and are
whipped together with compelling prose. See Figure 5.1. The marketer in me can't
help but love the thought and creativity behind them.

A house file the likes of which Levenger manages is not created overnight,
however. So you've got to start somewhere. And if you want to do it all with e-mail,
that means you first must hunt for your most likely prospects using opt-in e-mail
lists, and then strategically beckon them to become part of your house file. How?
Start by defining who exactly makes up your target audience.

UR AUDIENCE

Based on your research and what you already know about your target mar-
ket, imagine a group of your best customers sitting right in front of you. Create a
customer profile that tells you about the people who will constitute your customer
base. Ask questions like “What do they look like?” “Where do they live?’ Re-
gardless of whether your audience consists of consumers or businesspeople, the
guestions to ask also include:

» What is the age range of your customer base?
» What types of occupations, generally speaking, do they work in?
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