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SUMMARY

Direct response advertising in the financial services industry in South Africa has become one
of the most important tactics compes utilise to build and maintain market share. Ensuring
that these advertising campaigns vyield optimal return on investment numbers is the
responsibility of marketing departments and their partners in the marketing and sales
processes, such as the creatnd media agencies, the distribution force, as well as the client
service area that supports the client value proposition. The marketing executive therefore is
accountable for the planning, budgeting and execution of direct response campaigns, which
needt o deliver sufficient results to support
challenge all marketers face is the lack of a proven structured and scientific methodology to
facilitate this planning, budgeting and execution process. It has ahegaysa general view in

the marketing fraternity that it is extremely difficult if not impossible to combine creative
output measures, which are subjective in nature, with cost, sales and profit measures, which

are objective in nature.

This study aims t@reate a structured approach to marketing strategising and planning, by
creating a marketing metrics model that enables the marketing practitioner to budget
according to output needed to achieve the overarching business objectives of sales, cost
managemerdind profit. This marketing metrics model therefore unpacks the business drivers
in detail, but through a marketing effort lense, to link the various factors underlying

successful marketing output, to the bigger business objectives.

This is done by incqorating both objective (verifiable data, such as cost per sale) and

subjective variables (qualitative factors, such as creative quality) into a single model, which
enables the marketing practitioner to identify areas of underperformance, which can then be
managed, tweaked or discontinued in order to optimise marketing return on investment.
Although many marketing metrics models and variables exist, there is a gap in the
combination of objective and subjective factors in a single model, such as the proposed
model, which will give the marketer a single tool to plan, analyse and manage the output in

relation to predetermined performance benchmarks.
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PREFACE

The purpose of this preface is to present t|
give the reader of this document insight into the background and thinking processes of the

writer.

Why | chose this topic

Through my work as anar ket i ng manager and practitione
challenges instrategizing planning and executing marketing, advertising and sales in a
financial services company. These challenges include understanding the profit drivers of the
products theewould be marketed, in order to link marketing output with the overarching
business objectives. This, in turn, would assist in budgeting more scientifically, as all
marketing efforts can be tied back to a specific return on investment that can be tracked,
measured and analysed.

Another challenge that was encountered was in building a metrics model that had to include
both qualitative and quantttee variables in order to understand the intricate dependencies of
under |l ying fact or sformagnoe offthe othea faatoes, as well astoe thep e r
eventual success of the full campaign. Although numerous marketing metrics models exist,
they all have a specific focus on certain either qualitative factors, or quantitative factors.
Combining these wouldrpve essential in understanding, analysing and managing campaign
performance. Through creating such a combined model, and linking marketing output to

business benchmarks, the following could be achieved:

A True optimisation of campaign output
A scientific budgeting and

A marketing accountability.

The researcher

| have been working in the financial services industry fbydars,am40 years old andhave

been in various positions relating to marketing, communication and client experience
management. This hasvgn me a practical perspective on the challenges markiamsn

this industry.
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Direct response advertising in the financial services industry in South Africa has become one
of the most important tactics companies utilisétidd and maintain market share. Ensuring

that these advertising campaigns vyield optimal return on investment numbers is the
responsibility of marketing departments and their partners in the marketing and sales
processes, such as the creative and mediacaeg, the distribution force, as well as the client
service area that supports the client value proposition. The marketing exe¢catef@reis
accountable for the planning, budgeting and execution of direct response campaigns, which
need to deliver suf i ci ent results to support the comp
challenge all marketers face is the lack of a proven structured and scientific methodology to
facilitate this planning, budgeting and execution process. It has always been a\geneiral

the marketing fraternity that it is extremely difficult if not impossible to combine creative
output measures, which are subjective in nature, with cost, sales and profit measures, which

are objective in nature. As a result of this conundrumastlireen very difficult for executive
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management of financial services companies to keep their marketers accountable for

underperformance, due to the scope of forces at play.

This study aims to create a structured approach to mark&ttiagggsing and planing, by
creating a marketing metrics model that enables the marketing practitioner to budget
according to output needed to achieve the overarching business objectives of sales, cost
management and profit. This marketing metrics mdugiefoe unpacks th business drivers

in detail, but through a marketing effort lense, to link the various factors underlying

successful marketing output, to the bigger business objectives.

This is done by incorporating both objective (verifiable data, such as cost pgraad
subjective variables (qualitative factors, such as creative quality) into a single model, which
enables the marketing practitioner to identify areas of underperformance, which can then be
managed, tweaked or discontinued in order to optimise magke&turn on investment.
Although many marketing metrics models and variables exist, there is a gap in the
combination of objective and subjective factors in a single model, which will give the
marketer a single tool to plan, analyse and manage the ontpelaition to predetermined

performance benchmarks.

Marketing investment in the guise of budgets have also come under pressure since the global
recession in 2008 and linking marketing spend with income generation has become
increasingly important. The adel structures this budgeting process in such a way to clearly
identify this link. It also makes it possible to keep marketing professional accountable for the
money they are spending, as the tracking and measurement of the marketing output can be
directly related to the business objectives and the transparency of the management of the
spend empowers all stakeholders in the business to have a line of sight of the outcome of the

marketing efforts.

The model was developed through firstly identifying thewvaht variables within clustered

themes in determining direct response advertising campaign return on investment. This was
done through desk research, the researcher 0:
groups. These variables were then weightedmportance through the use of Analytic
Hierarchical Processing (AHP), after a series of-pése comparisons relating to two types

of direct response advertising campaigns (open market and existing client campaigns) were
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provided to respondents in argety. The results of the AHP process were then fed into a
spread sheet with actual campaign data (benchmarked and actual numbers) and through the
use of norcompetitive game theory, the performance of the underlying variables could be
determined. This ensds the marketer to determine which elements of the campaign is on
track to deliver the desired results and which elements are not performing as expected. It also
enables the marketer to justify budget, as all successful direct response advertisingnsampaig
can be business case based and linked to profit. It can also be used as a tool to keep other
involved parties in the value chain accountable for their output, such as sales representative

conversion rates, creative agency quality and media agencgetfci

The proposed metrics model has been applied by the researcher in a financial services
company in South Africa and has yielded significant increases in marketing efficiency and
effectiveness. Even complex profit indicators such as new business extibemide have

been used successfully in benchmarking desired marketing output from direct response

advertising.
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CHAPTER 1
INTRODUCTION AND JU STIFICATION OF THE S TUDY

1. INTRODUCTION

This study aims to create a framework for linking marketing output with the overall business
objectives of a financial services organisation. This framework consists of various metrics
that measures the performanceviél subjective, as well as objectivactors thatindicate
whether marketing activities are successful. This in turn can be used to keep marketing

practitioners accountable for their strategies, campaigns, activities and spend.

In this chapter, an ovelew of the research problem, the underlying questions and objectives
is given, as well as a brief description of the financial services industry. The marketing
process as well as the factors required to measure efficacy and effectiveness is also discussed

to create the context of the study.

1.1 BACKGROUND

In the financial services industry the justification of resources required for a successful
marketing campaign igbtained by applying different measurement and accounting principles
to measure the succasiscampaignswith broadened measuresrmofirketingperformance

that shouldnclude both tangible andtangible factorgGrewal, lyer, Kamakura, Mehrotra &
Sharma, 2009).

Some companies, for example, use O6emdétedded v
asset value and the present value of future
valued determined by calculating the differe
the present value of cash-basefll boest omhiiaeso
based on previous campaign experience and expen(iiiemgkin, 2008) Besides the

challenge to measure the success of marketing campaigns, decisions regarding the nature of

the campaign are equally important. Regarding the Jgtéztinent questions that are

typically considered in this regard involve whether a campaign should essentially aim to

build thebrand image or generate salesreasingly, financial services companies are using

direct selling, enabled by leads genemafimm direct response advertising to create

economies of scale, market share and shareholder value (Jinkook, 2002).
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The brief contextualisation provided above closely resembles concerns expressed by Verhoef
and Leeflang (2009) that mention that marketingctions are facing major challenges for
survival due to its influence decreasing in organisations. This has resulted in marketing
departments having to increasingly justify the financial and human resources required
(Webster, Malter, &anesan, 2005).

Althoughthis pressure on marketing departmentsihagased in the new millennium, this

has already been articulated by retailer John Wanamaker early inticerQry:"l am sure

| could cut out half my advertising and save money. Trouble is, 1 kloovw which half."

(Riquier, 2014:A03)Theoldadagedii f you can measurhasgivén, you
the definition of metrics or standards of measurement for advertising campaigns additional
importance. Although certain guidelines and model&men developed since these famous

words, no one definitive model exists to measure the success of an advertising campaign

through all its different steps. It is a constant battle for marketers to justify budget and actual
financial spend, as a lack ofgwen marketing metrics forces them to use dashboards and
management information indicators that are highly debatable. In fact, Rust, Ambler,

Carpenter, Kumar, & Srivastava (2004) point to the reality that a lack of marketing
accountability has also become maj or cause of marketingbs | o
organisationsOtherstudies by Homburg, Workman and Krohmer (1988®) subsequently

Verhoef and Leeflang (2009) have also identified marketing accountability as an antecedent

of mar ket i withid srganisatfohs.uHewetee despite this link between marketing
accountability and influence, it remains unclear what marketing metrics can contribute to
marketing accountability and what benefits in addition to marketing influence can be realised
through increasing marketing accountabilftyOé Sul | i v a n . WheRastexistng , 2010
marketing accountability literature provides an extensive array of marketing metrics, it

provides little guidance on how to prioritise or implement these metiibsheresult that

mar keters have hidden behing metrics that we
financi al metricso, a c cFarthetmos, ipecéssaryMc Donal d ( 2
instrumentation to assess ty@propriateness of marketing activities hexeived limited

attention in the literatute, accor di ng t o da @axplarethehbngfils: 212 )
of being accountableith the use of metricdn addition, no studies investigating the use of

marketing metrics to justify the use of direct resgpmadvertising could be identified. These

limitations ideally presented sufficient motivation for a study on marketing metrics. Prior to
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attending to the scope, form and outcome of the much desired research, the concepts of

Omar keting meitngcadbécaondt amarkeyd are firstly
chapter. These discussions will aid readers to better contextualise the outcome of the research
study conducted within the financial industry sector of South Africa with the aim to

benchmark maeting metrics and accountability and design a set of reliable marketing

metrics that could be used with confidence to guide the justification of resources required for

marketing campaigns.

From the findings resulting from the exploratory research aimgatdvide clarity on what
the concept of marketing metrics entails, the following-gelierated simplistic definition of

marketing metrics have been constructed for this study:

Dedicated verifiable measure(s) used to determine the effectiveness ofetimgackmpaign
through using specific benchmark standards within a specific context or relevant

environment.

This definition closely aligns with the description of the Marketing Science Institute
(Lehmann 2004) that defines marketing metrics as therfaomance indicators top
management use (or should use) to track and assess the progmssfically the marketing

performanceé of a business or business unit.

Metrics aredescribed as verifiable measures that consist of three primary elements namely:
A The specific measure that is being measured
A the standard against which it is measured

A the context or envimmment informing the measurement,

and mar keting met r the measurbeattof theseffeddsedf marletthg as i
activitiesoncles20065:412)di ng t o U

Moreover,i n t he r es e ar méires dpplied anx descnipiive and eredictive

models provide an overall performance assessment of advertising campaigns to address some

of the following questions that marketers usually find nebstlenging to answer:
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Was the goal with the advertising campaign achieved?

What metrics should be used in measuring the efficiencies of the campaign?
Could better results have been obtained by using other marketing tactics?
Was the targeted market segrnefiectively reached?

To To Do Do o

How can the costffectiveness of future campaigns be improved?

When constructing marketing metrics, various approaches exist. For example, constructing a

set of indicators could ideally comprise of quantifiable metrics such astiathgereach and

frequency, number of leads or responses and sales generated. In turn, qualitative metrics such

as design, copy, creative theme, likeability could furthermore be considered. Furthermore, a

set of marketing metrics should also be receptiveriority ranking to indicate where the

largest part of the budget and effort should be spent in order to obtain success in the
advertising campaign. The metrics included to assess marketing performance should finally

be consistently applied to ensure @ n ment with the organisation

performance.

When exploring the concept of marketing metrics, it is also notable from past trends that
various potential challenges are brought about when using metrics to assist in overall
marketirg performance assessment. In this regard Shugan and Mitra (2009), for example,
mention that the use of metrics often leads to a disconnect between what is measured
strategically in the form of profitability, market share and return on investment andswvhat i
measured operationally, usually focused on desired conversion rates and targets or minimum
efficiencies. This disconnect manifests itself in the inability of marketing practitioners to
report on marketing campaigns in a satisfactory manner, which irctumpromises future

investment in the marketing effort.

Given that the concept of marketing accountability is closely imbedded within marketing
metrics, its relationship with marketing accountability needs to be further explained. The
marketing accountabl i ty concept I's critical to market
has been shown to contribute to mark&ti ngo:
Leeflang 2009). The existing literature is largely consistent in how it defines marketing
accauntability, with it generally being accepted as the ability to link marketing activities to
financial and or nonfinancial outcomes. The American Marketing Association (AMA)

defines marketing accountability dase responsibility for the management of mariget
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resources and processes to achieve measurable gains in return on marketing investment and
increased marketing efficiency, while maintaining quality and increasing the value of the

organisationin Lehmann(2004).

The demand for greater marketing acdability derives from a wide range of internal and
external stakeholders, including customers, investors, financial officers and chief executive
officers. Clark, Abela and Ambler (2005) contend that if the demands for greater
accountability from the markeyg function are not addressed, it may continue to lose
resources, especially in periods of economic uncertainty. However, although literature is clear
that marketers need to be more accountable, guidance from marketing practitioners that
demonstrates homarketing accountability is provided is limited. This view is also voiced by
Merlo, Lukas, and Whitwell (2012), who highlight the need for future research to examine,
what they <c¢cl aim t o Dbreotedbpnodessional protdemk and iexplgird s  d ¢
how the marketing function achieves its results. From the exploratory research it is clear that
the absence of a manageable number of useable marketing metrics to measure the outcomes
of marketing activities primarily contribute to the lack of marketingban¢ability. Existing

metrics are often difficult and impractical for most marketers to successfully implement and
measure. Adding to the difficulty associated with implementing marketing metrics is the lack

of a universal model of measurement (DaviesA&dley, 2012). This study attempts to
address this limitation by pertinently focusing on the financial service sector. To guide this
research endeavour, existing approaches, recommendations and limitations from previous
studies that attempt to measure marngtccountability are firstly explored. In this regard,
suggestions for how to best measure the performance of marketing are generally split
between supporters of financial measures and those who support a broader range of measures
that incorporate someonfinancial measures. An exclusive focus on financial measures of
marketing accountability is opposed by Llonch, Eusebio, and Ambler (2002) andableth
Sisodia (2002) who favour measures relating to customers and call for marketing metrics that
reflect he uncertainties associated with managing external forces, such as customers and
competitors. McDonald and Mouncey (2009) defend the marketing function for not
defaulting to purely financial measures as the benefits from marketing activities céor last
longer than a single financial reporting year. User friendly nonfinancial metrics have
consequently been identified and include measures such as market share, perceived product
or service quality, customer loyalty or retention, customer or segment pidfitatalative

price and customer lifetime value (Barwi&eFarley, 2004). However, nonfinancial metrics
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have also not escaped criticism as they are disapproved of for not being directly linked to
financial outcomes and shareholder value (Lehma®94). Yet it is acknowledged that
isolating the impact of marketing activities on shareholder value is seen as a difficult measure
to implement (Hanssens, Rust, & Srivast&2@09).

Whereas the above discussions presented exemplars of financial afilancid measures

being used independently, it is also important to note that several past studies have combined
financial and nonfinancial metrics into an extensive menu of available metrics. For example,
Farris, Bendle, Pfeifer, and Reibstein (2010) organiseketiag metrics into nine metric
categories, containing a total of 114 metrics that cover both financial and nonfinancial
metrics. However, little guidance is provided on how to prioritise the use of this large list of
metrics. Ambler (2003) and Clark (2D0both contend that marketing is not short of metrics,

but rather lacks structure for organising and implementing the available metrics. In
addressing the large number of available metrics, Ambler, Kokkinaki, and Puntoni (2004)
ranked marketing metrics $ad on their usage, importance and the visibility of the metrics to
top management. Their top 15 metrics covered six key metrics categories, these being the
following: (i) consumer attitudes, (ii) consumer behaviour, (iii) trade customer, (iv)
competitors,(v) innovation and (vi) accounting. Despite their sample comprising of 30%
finance professionals and 70% marketing professionals, they concluded that accounting
measures were reported as being significantly more important than all other categories by top
management. Supporting Ambler et al (2004), Lehmann and Reibstein (2006) also developed
six broad categories of marketing metrics, these being (i) customer metrics, (ii) brand/product
metrics, (iii) financial performance metrics, (iv) marketing mix metrjes web metrics, and

(vi) industry unique metrics. Although this development of metrics categories assists in
organising the large number of available metrics, it however does little to prioritise what
metrics should be used by marketers when demomggrtie link between their activities and
organisational outcomes to senior finance professionals. Jeffery (2010), in an attempt to
reduce the large number of available marketing metrics, suggests 15 metrics within a
nonfinancial, financial and Internet amtcial media structure. More recently, Mintz and
Currim (2013a), in examining the use of 84 metrics, reinforced the contribution of using
marketing metrics through discovering that the use of metrics results in better perceived
marketingmix performanceHowever, their study was limited to the use of metrics and not
the importance of the metrics included in their study. One possible reason for this lack of

prescriptive guidance on what metrics to use is found in the work of Mintz and Currim
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(2013b) that dicovered that the use of metrics is heavily influenced by not who the manager
is, but instead the organisational setting in which the manager operates. This limits the
opportunity to provide marketing practitioners with prescriptive guidance as facttrasuc
organisational strategy as well as organisational and environmental characteristics can
influence what metrics are used. Encouragingly, Farris et al (2010) provided prescriptive
guidance on the usefulness of marketing metrics in a consumer goodserent, but their

study does not address the usefulness of marketing metrics among finance professionals in
particular. Once again, this limitation largely supports the need for a benchmark study on

marketing metrics in the financial industry in particular

The literature(Uncles, 2005 and subsequently Kanagal, 2044)Iso clear that the use of
marketing metrics in assessing advertising campaigns should also include a comparison of
campaignsd metrics through t he agaostideale of

benchmarks.
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1.2. FINANCIAL SERVICES

The financial services industry in South Africa was chosen to be the focused industry for this
study, due to the researcherdos experience 1in
executive markétg and client management roles across different life insurance, short term
insurance, investment and banking licences. The move to diversified distribution channels,
client protection regulation and businesse driven advertising has created a needhan t
marketing fraternity of the financial services industry to become more efficient and effective

with their marketing output.

For the purposes of this study, financial services can be described as the intangible economic

services rendered by institut®mithin the financial industry. These services include:

A Banking and all its functions, such as secured andseoared lending, transactional
facilities, foreign exchange and investment instruments

A insurance, both short term and long term insurance, diners risks and creates
platforms for investments through unit trusts, endowments and money markets,
pension and provident funds and linked investment services pragviders

A brokerage services that serves as a gateway to certain financial solutionss such a
share trading or bond origination

A advisory services that providéebt management, trusts and wills and structured

financing

T

medical aid schemes that provide health cover and services
A loyalty programmes that incorporate lifestyle enhancement, as waeilt-@roduct

added value, such as premium discounts or boosters.

The financial servicesndustry providesretail as well as group solutions to facilitate the
economic activities of the public. Innovation in the industry is usually focussed on features,
benefits, pricing and ease of use (Nekrep, 2009). Competition in the industry is intense and
profits are driven by acquisition and retention of clients, as well as cost efficiencies. The
marketing function in institutions in this industry have to createedilole and unique brand

in the consumer space, with communications aimed at specific targeted audiences, focussed
on the unique selling proposition to create competitive advantage, albeit sometimes only on a
perceptual level. Acquiring clients, as well gstimising client profitability through cross

selling additional products, through the lowest possible cost is the main objective of any
18



marketing function within this industry. The marketing cost of a financial services company
is also one of its biggesiudget items and extracting optimal return on investment from this
function istherefore an important factor in realising business sustainability. Since the global
economic crisis of 2008 that has been caused by financial services organisations (Koenitzer
2013), instilling trust with the consumer has become increasingly difficult, which is
manifested in the drop of brand equity of many companies in this industry. This means that
planning, executing and measuring marketing activities have become essengi@mising
marketing output in relation to the spend.
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1.3. JUSTIFICATION

A number of marketing theories exist to explain the creation, positioning and distribution of
products. Furthermore, theories regarding brands, consumer psychology and economics are
helpful to unpack the phenomenon of consumer decisiaking drivers. One of these
theories isthdit hr e e C(KantermI®@5g Wwith the three C's referring to variables
necessary to create competitive advantage: the corporation, the customer amajoitétion.

When combined into a triangle, these variables explain the corporation's products, costs and
value chain as positioned to segmented target markets in relation to what is available to these

segments elsewhere in the marketplace.

Another modelis the marketing mix, which explains the different elements necessary to
market a product or service effectively. The faurt r adi t i io preduct, Rites 0
promotion and place or distributiodnhave also been enhanced with the addition of more P's
including people, processes aplbysical evidence (Shahl, 201All of these variables are
necessary constructs in starting a successful commercial venture, although the combination of

variables is flexible, depending on the nature of the business.

Howeverthefi t h r e,emarketing mix and other marketing theories do not navigate down

to a detailed level of practical implementation and management of an advertising campaign.
What to communicate, when to communicate, whom to communicate to, where to place
communication or send communication to and how to optimise marketing investment are all
guestions not answered in traditional marketing theory relating to direct response advertising

campaigns in particular.

Direct response advertising as a concept is e dtarting point and cornerstone of this
study. It can be defined as advertising with the intention to encourage the recipient of the
advertising message to place an order or receive more information from the advertiser by
including a direct response meeiism in the advertising message such as a phone or short
message service (SMS) numbemail address or websitgddressvhere an enquiry form

can be submittedMcAlevey, 2001) This studytherefore excludes classic corporate
advertising, which promotes corporation rather than a specific product or service sold by
that corporation. It is, however, not limited to the direct response vehicle normally used

(usually referred to as below the line (BTL) marketing, e.g. direct mail, telemarketing etc.)
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but al® includes above the line (ATL) elements such as television, radio, print, the Internet

and mobile advertising.

Return on investment is key to any direct response advertising campaign that is planned,
executed and evaluated. The objective of any camgaigra monetary outcome; whether it

is good or bad can only be derived from the metrics used to measure the underlying elements
in the makeup of a carpaign (Nowak & Phelps, 19%it). Chief Executive Officers are
demanding improved, measurable and verigaieisults from their marketing departments, as

they see their marketing monag investments (Powell, 208B).

1.3.1. Brand Metrics

There are numerous definitions of brand equitgcluding the noftangible, i.e. notbricks
andmortar asset value of the compahrepresent$ but for the purposes of this study the
definition is the future value in terms of sales and revenue genddiecthas, 2000)To

indicate the commitment of top management to capital invested in marketing
communications, new economic indiors, such as economic value added and market value,
have been added to traditional accounting figurestéfo& Gupta, 19944). This asset

based evaluation should be performed in ways that include measures such as net present
value, discounted cash flenand shareholder value creation (Sh&t&harma, 200B42).

These measures are forwdodking, as they capture the current value of future cash flows

and have to encapsulate satisfaction and customer loyalty measures, market share growth and
a brand awaness index. Customer centred brand measures ensure a sustainability in all

acquisition and retention efforts throught the customer life cycle (Majumdar, 2009).

The effect that brand equity has on the success of marketing communications is dlustrate
a model discussed Byhomas (2000%4) thatdepicts how the brand constructs impact on the
efficiencies of the marketing outpuh Figure 11, brand assets such as loyalty, awareness,

perceived quality and t he c ophagaraeindnsancag s o0 C i

-

C

the consumer 6s confidence during the purchas

satisfaction with the purchasehd@se factors impact on the perceived risk of the customer to
acquire not only the product but also tharat. The need of the prospective customer is also
an important factor it has a considerable impact on awareness and recall if a prospect is in

the market for the product that the company is adverti§iogipetitive advantage also plays
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a role during thedecision making process, as fact@sch as market saturatiocand
differentiation of products in the competitive sp@as affect campaign response rates and

sales numbers

Reduce marketing
costs

Brand loyalty Attract new customers
Respond to
competition

Provides value to customer
by enhancing customer’s:

Familiarity
Brand Liking * Processing of
3 Signal of commitment information
CAWMENESS Brand to be * Confidence in the
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=
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o
o
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FIGURE 1.1: BRAND EQUITY
(Thomas, 200074)
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1.3.2. Marketing financial indicators

I n the resear cher thefulefteg of @ cacnpame gn investraentueturng g

has been challenging for marketing practitiondrgis was in large part du® executive

focus onsales volumg sales revenue and market shamngth marketing expenditure
expressed as a cost item in the profit and loss statements, rather than being seen as an
investment to generate profiarketing practitioners also approached their output from a

tactical and activity perspective, rather than fraimolistic business and strategy perspective.

The resulting inability of marketers to support the overall business objectives in profit terms
further compoundedthe divide between the financial and marketing departments in
companiesThetime lags betweethe actual marketing speaahd theresults of this spend in

terms of sales, due to the activities within sales channels to finalise malaso a
contributing factoito this phenomenorhe reality is that the spend in terms of budget used
standsoutim he companyds bal ance sheet, whereas it
net present value of new acquisitions or even the effect of retention osettisg additional
products into the existing base,/(fendtaend he r e
management information and metrics regarding marketing spend, also created a culture of

norraccountability in the marketing fraternity.

One of the el ements marketers struggle to cc

is marketsh r e , which describes a companyods sal es
the companyds industry. It can be expressed
sal es i n ti me i n monetary t er ms byAnt he ir

undestanding of the levers that determine market share, can guide the marketer to fully
support the companyo6s profit goal s through

response advertising campaigns.

Profit and the drivers of profit growth is anethfinancial indicator that marketers find
difficult to align with their efforts. The results of the direct response campaigns launched
during a specific timeframe should be expressed by multiplying the new customer volume
with the margin per customer artien subtracting the marketing expenses, operating
expenses and tax, in order to get a full picture of the contribution these campaigns make to

the bottom line.
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This disjoint has led to companies investigating the link between the effects of marketing,

long-term profitable relationshipwith customersand overall financial performance, with

resulting spiroffs such as market share or penetration, brand equity and profitability.

The following need to be measured to ensure quality financial reportingtifategic

decisionmaking and bdget allocation (Doyle, 200369):

A
A

Cost per communication (as defined in a specific period).

Response rates.

Cost per lead, which is calculated by dividing the number of leads received from
respondents into the total amaowpent on the direct response campaign.

Cost per sale, which is calculated by dividing the number of sales made (usually
where sales units are standardisett) the total amount spent on the direct response
campaign.

Conversion ratios, specifically sdie lead ratio, sale to contact ratio and advertising

cost to sale ratio. The first two measurement ratios imply a fallpwulfilment

process to facilitate the sale, usually a common occurrence where a lead is generated

by a response other than an inboyiobne call. Examples of these response types

would be leads generated via the Internet, SMS and web responses from television,
radio, print and press advertisements and mobile and other marketing tactics such as
guerrilla marketing. The advertising costdale ratio is a good indication whether the
advertising messages and channels used have been efficient, in the sense that the
companyOs exposur e, measured against com
weighed up against the sales achieved. A goothgxa e woul d be Dai ml e
advertisingspend of $2.23 billion in 2003 with resulting sales of $172 billids.
advertising to sales ratio was 1. 3%, I n r
$2.669 billion advertising spend and $12Bilfion sales (Davis, 200179).

Cost of wastage (and where it is situated). This can be gleaned from the elements of

the campaign that are performiaoghave performethe worst or that have resulted in

no direct sales opportunity or lead. According to Brow@Ig&eong (2013), 37 % of all

advertisiig spend is wasted, which has a detrimental effect on conversion ratios and
overall efficiency.

Campaign return on investment, which can be calculated by dividing the number of
people responding to the campaign by thenber of people exposed to the campaign.
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This ties in strongly with the average reach and frequency of the advertisements of

which the campaign consists.

1.3.3. Business objectives

The overall corporat®@bjective in terms ofwhat amount of profit needs to be auled

during the next few years by selling products to an identified group of customers within the
bigger marketplace, usually drives the business objectifesang campaign (Doyle,

20033 70) . The mar keting f u n cthareboredis essences ane s s
supporting function of the broader business vision and strategy (&a&ygas, 2012). This

strategy is usually measured according to the following criteria:

A Customer performance (net present or embedded vah&h can be derived from
subtrating costs incurred to acquire and service the customer from the revenues

derived from the customer during the same timeframe

I>

Product performance (profit margin and cost of acquisition and administration)

I>

Channel performance (most efficient and persissales)

A Communications performance (value to volume ratio).

The metrics contained within this studyos
marketing practitioners to understand and direct tipestormanceghrough the following

tactics:

A Increasethe return on marketing spend by calculating the rate of return on marketing
spend, expressed as a percentage, and the total return, expressed in monetary terms.

A Increasethe number of customers by expressihg desiredncrease in theustomer
base a a result of marketing spend, discounting an assumed rate of attrition from
historical data.

A Migrate customers to an optimal segment or product as expressed in total sales, gross
and net profit, and embedded and potential value (if customer issolosanother
offer).

A Reducehe cost of acquisition by finéuning all the stages in the sales cycle: enquiry,
quotation, application and fulfilment.

A Improvethe conversion ratesf campaigs by targetingspecificcaly identifiedsub

sets of customerand consurers (internally, through campaigns aimed at existing
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clientsand externally by identifying prospects with similar needs in the consumer
marke).

A Increasehevalue of product holding by enhancing and extending the current product
suite and achieving ecomies of scale.

A Maximise sales and return on investment per channel.

A Understandwhen marketing spend equals the revenue created from new customer

acquisitionin order to build business case driven campaigns

1.3.4. Advertising performance (effectiveness and effiency)

Advertising efficiency measures the relationship between inputs and outputs anu thas, i

context of this study, the primagoal of improving the ratio between outputs and inputs.
Effectiveness, on the other hand, relates outputs to the obgdive company. Plainly
statediief f ecti veness is doing the right t hings
(Thomas, 200@:3).

The lack of data and data interpretation to create insight and eventually knowledge within
organisations has led exgives to question the value of advertising in general and the
productivity of marketing specificgl (Thomas, 200d:3). According to Van Heerde,
Gijsenberg, Dekimp& Steenkamp (2013), the harsher economic conditions have put even
more emphasis on markeg accountability with pressure on marketers to justify their spend.

The reverse however seems to be true; mostly because marketers have a poor understanding
of the financial implications of marketing actio:T he maj or i ssue i s of
productiuty. Marketing needs a better method of making cost/benefit analysis on marketing
expenditure$ to make good intelligent choices on how to get the most out of our marketing
dollars, including marketing support. The concern is that while costs are risiaketing is

not finding new ways t o (Shethp&r Sharma, 206B43R.et i ng
Marketers should also know how to manage the fluctuations in market conditions better (Van
Heerde et al, 2013).

Customer8perceptions of a campaign and thddwling underlying elements that influence
eventual decisioimaking processes, including whether to buy a product or use a service now
or later(Morris, Woo, Geason and Kim, 2002:8ye:

A the customer's attitude towards the brand
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A to what extent a customean recall the content, themes, core messages and call to
action after being exposed to advertisiagd

A to what extent the customer can recognise the brand and associate it with the product
and messages contained within the advertising.

As argued by Mwis et al (20028), the abovanentioned emotional reactions to advertising
directly impact purchase intention. Kemp, Bui & Chapa (2012) further argued that even
negative emotions towards a brand could be reversed with the incorporation of appropriate

emoftonal cues, such as colour, language and nostalgic elements into a campaign.

Laczniak and Teas (20@L) further enhance Morris et al's (2002) argument by
encapsulating the advertisement execution and brand cognitions as can be seen in their dual

mediatbn hypothesis (Figurg.2).

Underlying what determines the effectiveness of advertising, the following constructs also
need to be taken into accoykftan Heerde et al, 2013)

A The produds time to market and its advertising messagpecially taking into
account the effect of advertising clutter during seasonal spikes.

A Staff resources necessary to exe@ampaign, i.e. if the company has the capacity
to fulfil all the sales resulting from direct response advertising leads.

A Market response and penetoati modelling, as expressed in average reach
(penetration into anticipated target marketyl aontextual compatibilitytiie target
marked anderstanimhg ofthe message aribeir response to)it

The model below (Burel.2) explains the process of cregtipurchase intention, through the
interaction in the consumer's mind of past brand exposure anrtirand related thinking
patterns relating to the advertisement's content, to create an attitude towards the product that
is being advertised within the corteof the consumer's attitude towards the brand as a

whole.
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EX = Advertisement execution

C(a) = Non-brand related advertisement cognitions
C(b) = Brand recognitions

A(ad) = Attitude towards the advertisement

A(b) = Attitude towards thérand

Pl = Purchase intention

FIGURE 1.2: THE DUAL MEDIATION HYPOTHESIS MODEL
(Laczniak& Teas, 20016)

It is important to note that the type of segmentation used in compiling the media strategy and
the resulting media planning and booking per charamel programme will impact the
outcome of the avage reach numbers (ARs) The compati bility with
vendorsoé6 segmentation fr ame woptinkse medielthsnelt o b e

efficiency.

Share of voicen the media as adguency indicator is also an indication of the brand and its
underlying value proposition message prevalence in the minds of customers and consumers.
This study however aims to focus on the contribution direct response campaigns make to
support overall busess objectives, rather thaalative brand spend of a compamy the

financial servicesdustry.
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1.4. THE RESEARCH PROBLEM

I n the researcherds experience, mar keting p
South Africa have been conducting dire@sponse advertising campaigns without a
comprehensive and scientific metrics model. Such a model should incorporate both objective
and subjective variables to enable marketers to build budgets and business cases for
marketing investment that can suppdne toverall business objectives of the company.
Creating a link between the requirements of those business objectives and the output from
campaigns in financial terms and stated targets has been problematic for marketers in the

resear cher 0 sbugness ebjectives eed to bd exmessed in the form of:

1 acquiring new clients through campaigns in the public domain (open market) and
crossselling to existing clients, which is expressed in sales targets,
the profit that needs to be generated withtcHmereturn on investment targets,
the growth in market share that is required and

1 the additional loyalty of clients, expressed in retention numbers

in order for marketers to understand what is expected from their direct response advertising
campaignsSetting benchmarks or performance for these objectives could enable marketers
to target segmented bases of existing clients and consumers appropriately with their

campaigns by:

1 understanding the causality between existing customer satisfaction rates and
campaign response rates,

1 understanding the correlation between the quality of the creative positioning of the
value proposition in the advertising message and design and response rates,

1 understanding the reach and frequency of advertising needed to gsisxd
responses,

1 understanding the impact of public relations support on response rates during the
campaigns and

1 understanding the impact of underperformance of one campaign element on the rest of

the elements.
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A metrics model that enables this undansling can empower the marketer to change
campaign elements that underperform, in order to reach the desired results.

Senior executives in financial services companies also find it difficult to keep their marketing
executives accountable for the markgtin money t hat i s spent. I'n tt
marketers are using the lack of metrics as an excuse when the desired output is not realised.
The subjective nature of the creative output and the lack of measurement regarding creative
quality in paricular have been used in this regard. A metrics model that can quantify both
objective and subjective factors into a single performance dashboardticerdtbreemake

marketing accountability a reality.

The potential use of the model is threefold. Fiistan be used to translate the broader
business objectives of the company, in terms of profit, sales and retention numbers into a
structured marketing strategy, to identify what needs to be done from a marketing
perspective, to support the attainmenthaf overall objectiveslhis will enable business case
driven marketing budgets, as return on marketing investment targets can be set in a scientific
manner.Secondly, it can be used to predict during the execution of a campaign what the
eventual results W be if the current course is not alterédso, it can enable the marketing
practitioner to change elements of a campaign to achieve the desired rEswmithy, it

should provide objective metrics to assist in fair remunerati@h marketing accountsiby

of marketing practitioners.
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1.5. RESEARCH APPROACH

A combination of existing and original variables and metrics were used in developing the
proposed model through applying analytical hierarchical processing. The ensuing model can
be used tgredict the eventual results of a direct marketing campaign. This stadsfore

attempts to fill a gap in the marketing field by providing:

A a way in which théi wh ¢ w h sandd h o wad be measured during and after
campaign; and
A sound empirical redts that will guide the marketer in the optimal management of

campaigns and budget.

This model can also be used to remunerate marketers according to performance, something

that has not been possible so far.

Figure 1.3depicts the approach followed inttheg up the proposed marketing metrics model

and the steps followed in order to provide answers to the research problem.
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Exploratory phase: Qualitative
focus groups were conducted
to determine all appropriate
variables impacting the
outcome of a campaign

Research instrument:
Questionnaire was developed
using pair-wise comparisons
on da 5-point scale

Sampling: Respondents were identified according
to their field of expertise and invited to participate
in the study

Data collection
method:
Respondent
completed
AHP pair-wise
comparisons

Analysis:
Weighted Analysis: Retro-
direct-response fitted historical
advertising campaign data
metrics model

Analysis: Compared
expected results with actual
results using game theory
modelling

Findings: Determine

success/failure rate

and identify areas of
improvement

FIGURE 1.3: RESEARCH APPROACH
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The research was conducted at two levels with a specifically identified group. This group
consists ® marketing professionals within the financial services sector in South Africa
representing banking, long term insurance, investments and short term insurance. First,
gualitative research (focus groups) was conducted with marketers from the financ@sservi
industry to test the viability and confirm the variables of the model. Throughwsar
comparisons in an online questionnaire and utilising analytical hierarchical processing, these
criteria and variables were then weighted in order to construetddyénterpretable model.
Historical campaign data were subsequently elicited from these marketers and used as
additional input in the model to test its predictive capability. This was done through applying
microeconomic game theory, which revealed théemial problem areas that could have

been prevented with an early warning system, which the model in effect provides.

Although an element of the research is qualitative in nature, it is based on a quantitative
model that was built with inputs from a sdmpf marketing directors, managers and
practitioners in the financial services industry and then tested withwoell data to
determine its feasibility in identifying potential problem areas in executing direct response
advertising campaigns, as welliasdetermining success rates. The sample was derived from

a list of financial services companies listed on the Johannesburg Stock Exchange and explicit
consent was given to the researcher by CEO's of various of these companies to carry out the
research vih their marketing departments, representing more than half of the total market

share in the financial services industry.

The model assimilates existing available input data as well as original variables not
previously used. Analytical hierarchical proseg), a statistical technique employed mainly

in the decisiormaking process, was the methodology used for this assimilation process. The
vast nature of this study necessitated the use of this methodology, which allows flexibility by
guiding the user in #h decisioamaking process. It does not give the user a right or wrong
answer but rather a set of data on which to base decrsaéing. This is a key factor in the
process of ascertaining whether a campaign has been successful or not, because ofehe divers
nature of different campaign objectives and benchmarks. The respondents in the study
therefore had to prioritise the most important variables in the three categories that
constituted the measurement of a campaign. Analytical hierarchical processimggrav

comprehensive, well thought through framework for structuring a deaisaking problem,
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representing and quantifying its elements, relating those elements to overall goals and

evaluating alternative solutions.

The process involved modelling theoplem as a hierarchy and approaching the elements of

the problem from a general to a detailed level, which led to the expression of these elements
in a multrHlevelled way. An inrdepth understanding of the detail of the problem was
subsequently reached lbypacking the criteria needed to attain the goal; in this instance it
meant unpacking the measurable variables that would ensure the success of a direct response
campaign, which in turn will lead to reaching business objectives such agetamg

sustainabity and greater market share.

The first step in the process of creating a marketing metrics model was to define the universe
of variables involved, which included customer experience elements and indicators such as
customer satisfaction and customer loyeobjective elements such as cost and sales, as well

as marketing communications effectiveness and efficiency indicators.

All the respondents were asked to prioritise the most important factors and thizctoub
and to weight thesésee Table 1.1)This created another universe of important factors and

variables (a multlayer perception) that was collated into a single simplified model.
Two campai gnso dat aestwgodtheurodel in déraerto gaih practica t r o

insight into the potatial challenges during implementation of the model, as well as to gain

insight from these test cases to support the research objectives.
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TABLE 1.1: EXAMPLE OF POSSIBLE RESPONSE FROM RESPONDENTS

PROBLEM STATEMENT ‘

Create a marketing metrics meddor direct response advertising

Criterion 1 Criterion 2 Criterion 3
Customer experience Marketing communications Performance benchmarks
Brand Advert recognition, recall Total cost per lead
Loyalty programme Number of BTL responses Total cost per sal
Customer satisfaction PR value spiroff Adve.rtising retum
on investment
New customers ARs Sales target
Crosssell ratio Earnings based value of sale
Sales experience Fixed cost platform

The sample respondents were most of marketing professiasaexplained above in the
financial industry representing companies that are listed on the Johannesburg Stock
Exchange. These individuals were all invited to participate in the study by completing the

guestionnaire online.

The application of the proged marketing metrics model was furthermore tested by retro
fitting 2 campaigns6é data in order to unders
the underlying elements of the campaigns. Bo
yielded maningful insight into the relational aspects of a campaign, as well as how changes

can be made to underperforming elements in order to deliver on the desired business

objectives.
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1.6.

RESEARCH AIMS AND OB JECTIVES

This study was conducted to develop an explgamodel that can be used specifically for

direct response advertising campaigns in the financial services industry to:

A

A

set proper goal s and benchmarks before
approved and/or any creative execution is attempted,;

measure the effectiveness and underlying efficiencies of direct response advertising in
relation to the benchmarks set; and

measure the effect of future purchase intention, loyalty programmes and customer
satisfaction on the success of a direct respongerising campaign.

Create a measurement model in order to establish marketing accountability

To provide further clarity, as well as to create a practical model for specialists with different

fields of expertise within the direct marketing fraternitys itmportant to distinguish between

two types of direct response advertising campaigns:

A

Direct response advertising campaigns aimed at ples onarketwhich includethe
broader population through communications in the public dointie scope of these
campaigns usually encapsulates a wide array of mediums and hatetondgrand
implications for the company, as consumarsl existing customerare exposed to
brand messaging through the communications and sales cycle.

Campaigns aimed at existing clientsatfinity bases these campaigns are focussed
on crossselling additional products to existing clients and are usually much narrower

in scope and costs than open market campaigns.

The model views the total organisational environment from a direct nespadvertising

input and output perspectivie, determinavhat effectthesecampaigs have on the longerm

sustainability of the companylhe underlying variables fall under the following main

headingsor themes

A

Customer experiendeto what extent theompany/product is positioned in relation to
its competitors and the effect that will have on the efficiencies of the campaign. This

relates to customer satisfaction, brand strength, the value added by a loyalty
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programme and to what extent additionalducts have successfully been offered to
the client base.

A Performance benchmarkis the indicators against which the objectives of the
advertising campaign will be measured. These include the costs, fixed and variable, as
well as return on investment indioas.

A Direct response advertisingffectiveness and efficiency measuring whether the
correct steps are being undertaken in the executi@campaign with its allocated
budget and whether those steps are being undertaken correctly. This includes public
relations (PR) value, number of responses within the targeted market segment as well

as advertisement recall and recognition.

These elements are not mutually exclusitreere is an interdependent link that creates a
secondary effect in the efficiency oktiplanned eventual outcome. The model thidrefore
have to highlight a potential problem while a campaign ig@ng to facilitate immediate

corrective action.

I n the r esear calketinggprctitonerpnethe ifiramcialeservices industgre

finding it difficult to measure their work in an athcompassing way. Although fragmented
metrics have always been usapecially in cost management and satlesre is no one
definitive model that can assist with planning, measuring (continuomstiycampaign and

the eventual outcome) and shaping a campaign as it is executed. Questions that such a model

will help to answer include the following:

A Was the campaign a success or a failure?

A Could the same results have been achieved by spending leggmo

A Could the campaign have been shaped differently to reach more prospective
customers in the envisaged target market?

A How can the productivity in the chosen sales channels be optimised?

In terms of cost management, there has traditionally beenguadctisre between the financial

and marketing divisions within companies; marketing divisions are usually perceived to have
very little if any control over their budgets compared to the strict budget management
maintained by finance divisions. As the defom of marketing and its functions becomes
more and more fluidvith the introduction of new technologies and social networkingg
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important for marketing and finanteboth strategic functions within the corporate warlad
understand and impact eacther in a positive wayData and insight into data that leads to
information flowhas become much sought after and precious commoditgl management
information and its strategic input into marketing operations and degrsating have
resulted in a neolutionary, albeit challenging, and ultimately different marketing space. This
space encapsulates new technologies, including the Internet antb-eagysoftware tools,
which can mine and model data as well as plan for and execute advertising carptdigns
direct marketing terms and in the more traditional public domain methodology.

The balance required to acquire new customers at lower costs, keep them content and make
them more profitable as more knowledge is gained (bgdling or crosselling newly
developed products or brand extensions) has become simultaneously easier and also more
complex as a myriad different data and mathematical, financial, creative and strategic

resources are necessary to reach optimal productivity and efficiency. level

This complex marketing world needs to be transformed into a model that is streamlined and
easy to understand and use. This model will not only empower the marketing practitioner to
set his or her desired business objectives upfront but also guider iar in implementing

the campaign. Finally, this model should allow for assessing the success of a marketing
campaign and quantifying the learning in terms of areas where changes need to be made and

areas where current methodology can continue to be used

The objectives of the research are twofold:

1. To build a valid, quantifiable model with historical data by using analytical

hierarchical processing to:

A assist the marketing practitioner in identifying the optimal marketing activities to
support the ovall business strateggnd
A set proper benchmarks before a direct response advertising campaign is planned and

budgeted for.

Identify problem areas (underlying campaign elements) while the campaigig@snn
Ascertain the success or failure and thelékiereof after a campaign has been finalised.
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2. To test the model and its underlying variables throughawonpetitive

game theory.
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1.7. DELIMITATIONS OF THE STUDY

Areas not covered in this study in detail #ne building of anew brand in the financial
services industry and especially the effect that-existing brand equity has on direct
response advertising. The value of sponsorships in this process and the length in time
required to build brand recognition and cognitivegasses as well as creating an attitude

towards a brand needs to be unpacked in detalil.

In intermediated environments, where a financial adviser or sales agent delivers the sales
message and fulfils the sale, it is also difficult to measure the effica@adwdrtising
throughout the marketing process. This is an area that needs more attention as the end result
of the marketing effort is effectively outsourced to a third party that determines whether the

prospective client understands the product in detailvaill buy it.
Other marketing efforts aimed at intermediaries with a long term relationship and business

impact, such as the value of road shows, public relations efforts and industry related

advertising also need to receive more focus.

40



1.8. CONTRIBUTION TO SUBJ ECT AREA

It is envisaged that the study will benefit the following disciplines:

A Accounting: costs, profit models, sales targets, economic models such as inflationary
effect on budget and return on capital (ROC).
A Marketing: the budging, planning and execution processes.

A Customer service: customer satisfaction index, customer retention and loyalty.
It is also hoped that said model will simultaneously influence the following elements:

A Assist sales capacity planning, as well as canssupselling capabilities.
A The brand as a potential differentiator that influences purchase intention.

The modelill be able to measure the efficiencies of the underlying elements at an individual
level to highlight problem areas, so that correctiggoa can be taken to optimise spend. It

can also quantify the success or failure of a campgaggmething that has only been possible

in the direct marketing environment to date. This means that marketers can be assessed and

paid according to performance
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1.9. STRUCTURE OF THE THE SIS

The structure of the thesis is depictedExhibit 1.1, with this chapter justifying why the

study was undertaken. Three chapters of literature review follow, with its basis in secondary
or desk research. These smt of a chapter on advertising in financial services, client
satisfaction and sales. The fifth chapter discusses the research methodology used, with
chapters 6 and 7 discussing the qualitative and quantitative studies. Chapter 8 concludes the
thesis withmain findings, limitations and the contribution of the study to the marketing

industry.

EXHIBIT 1.1: STRUCTURE OF THE THESIS.

1

JUSTIFICATION Secondary
research

2.
ADVERTISING IN
8 FINANCIAL SERVICES

CONCLUSION

3.
CLIENT
SATISFACTION

7.
QUANTITATIVE
RESEARCH

6.
QUALITATIVE
RESEARCH

5.
RESEARCH
METHODOLOGY
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1.10. SUMMARY

The marketing function in the financial services industry is under increasing pressure to base
budgeting practices acience and business cases, rather than past tactics. The assignment of
accountability throughout the marketing process by delivering on business objectives through
mar keting strategies and tactics is anothet
marketing metrics model could cater for the creation of businesshesssl budgeting and,

through tracking of campaign outputseate a framework for executive officers keep

marketing professionals accountable for the money they are spending.
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CHAPTER 2
ADVERTISING IN FINANC |AL SERVICES

2. INTRODUCTION

In this chapter advertising in financial services @sdvarious elements, specifically those
aimed at eliciting a response from the intended target mahketigh direct response
advertising is discussedAdvertising is defined as a paid npersonal communication from

an identified sponsor, using mass media to persuade or influence an audience (Richards &
Curran, 2002). The effectiveness of advertising and how it is measured is also addressed here,
as wel as how advertising has evolved over the last couple of decades. Direct response
advertising and the consumer behaviours it is attempting to shape through various
psychological and emotional means in the advertising message, design and placement is also

discussed.

2.1. BACKGROUND

Shareholder value is the only thing that matters for listed companies. To unlock more
shareholder value, some basic business objectives have to be stated, benchmarked and
managed. These include acquiring new clients through marketimy sales efforts,
operationalising aftesales support functions for clients in order to retain them, as well as
keeping expenditure as low as possible to keep income versus expenditure and price earnings
ratios at an attractive level for the existinglgrotential investors or shareholders (Petersen,
McAlister, Reibstein, Winer, Kumar &Atkinson, 2009). Market analysts who position
company sales, client satisfaction and cost efficiency levels in relation to competitor levels as
well as within predefinedubrindustries as defined on various stock exchanges scrupulously
dissect these ratios n t he r e s e ar These radalysts' eepqrte drivee inveseor
sentiment, which in turn determines the share price of the listed entity. Understanding the
business drivers of client acquisition, satisfaction and retention, as well as managing costs
within certain predetermined bands (budgetshésefore critical to the longerm success of

a business and for its shareholders.

Advertising of and praducts aafiegt® all ofb thedmsthess drivers
mentioned aboveNot only is advertising responsible for creating brand and product
awareness amongst clients, It i's also one o

sheet. Spending as little a® g si bl e (on advertising) to con
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proposition and values necessitates measurement of the effectiveness of its advertising

campaigns.

The question company boards generallysasgarding advertising is, does it work? Since the

first advertisements were created and placed in the public domain, there has been a firm
belief that only a portion of the money spent on advertising reaps dividends for the company
advertising its products and services. This remains a practical problemefadwertising
industry and marketing practitioners, even though there are myriad analytical tools and
systems to assist them in planning, executing and measuring the outcomes of a campaign
(Holmes, 1997). Accountability in advertising and marketing hasrhec significant issue,

as the budgets these divisions represent constitute a big portion of management expenditure,
and company sustainability with regard to future revenue isnegotiable. However, the
interplay between sales and advertising remainbiguous, as other environmental factors

such as promotions, brand perceptions and public relations (PR) efforts can all influence sales
of a product. According to Jones (1995), the answer lies in the proper use of single source
data. This implies measugrspecific households' sales data (buying behaviour) before and
after exposure to an advertisement. The measurement should be taken within seven days after

exposure to the advertisement to ensure that the results are not affected by other factors.

Joneg1995) added to a steadily growing body of single source research that has attempted to
explain the effect of sheterm advertising exposure on product sales since the latter half of
the 20th century. Colin MacDonald (1979) was, for instance, one ofitdtetd wager
conclusions regarding advertising effectiveness based on sales results followirgrsmort
exposure to advertising and the harbinger of anew movement in advertising that favoured
achieving operational objectives over awards. The economidicatipns of agencies
becoming publically owned entities necessitated this shift of focus. In this new environment,
there were shareholders demanding dividends from their investments, which meant agencies
had to acquire new clients (companies) and spadlifikeep client needs in mind during the
design, development and execution of advertising campaigns. These needs included eliciting
direct responses from the marketplace by advertising and selling products and services that
were much more short term intoge than brand and product awareness advertising (Jones,
1989).
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Single source research projects led to the creation of different advertising metrics that drew
information and data from dependent as well as independent variables. These metrics are
(Jones 1995):

A shortt erm advertising strength (STAS), whi c

purchasing instances;
A baseline STAS, which refers to the bran
A stimulated STAS, which refers to the purchases made by a household thaehas

exposed to the branddés advertising in t
A the STAS differential, which is the difference between baseline STAS and stimulated
STAS.

Variations in advertising intensity (the total spend of a brand within its category otryndus
in relation to its market share), sales promotion efforts and above the line (ATL) brand spend
all combine to determine both the shtmtm effects of advertising on sales as well as the

C O mp any Gterm branach egaty.

Three information streamseused in obtaining the single source data required to derive
STAS (Jones, 1995)Global marketing research firm ACNielsen provides statistics on
household purchasing and television viewing and information on which brands were
advertised during a specifieperiod. The focus on short purchasing cycles makes these
metrics good indicators for the packaged consumer goods industry and even for some
intangible offerings within the financial services industry that address immediate personal

gratification needs sh as personal loans, cheque accounts and medical insurance.

From the results of the STAS differential, brands can be divided into four categories
(Riecken, 2007):

A Alpha one brands where advertising works to generate sales,
A Alpha two brands where thelaertising has stopped working,
A Beta brands where the advertising sometimes wark

A Gamma brands where the advertising simply does not work for the company.

In the cases of Alpha two, Beta and Gamma brands, a new creative brief, new benchmarked
busiress objectives and-engi neeri ng of the marketpl ace
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initiated to facilitate better results. Alpha one brands has been built through various brand
initiatives to instil trust in the values and culture of the organisationydefoecific value
propositions were positioned to specific subsets of the targeted audience. These value
propositions, seen in the context of credible delivery, are then taken up by the targeted base in

an efficient manner, with clear return on marketimgestment.

During the 1980s the advertising industry seemed to experience an upsurge in revenue and
turnover, as the global economy grew at a healthy rate; new businesses needed to advertise in
order to build public awareness of and sell their brands @oducts, while existing
businesses needed to differentiate themselves and build on existing brandkeqyity992)

The United States advertising industry grew at 9.8% annually during this time, almost twice
as fast as the inflation rate.

By 1990, companies operating within the United States spent more than $128 billion on
advertising (Kim, 1992), with the financial services sector especially robust in growth of
spend. However, this growth masked the decline in awareshgsrtising; with direct
marketng spend increasing to such an extent that it representethings of the industry. As
marketing practitioners favoured the pursuit of shenn targets, budgets were extricated
from theme or awareness advertising, putting pressure on the traditivealising agency
business model. Ironically, metrics devised in the 1970s to measure the effectiveness of
STAS helped build confidence in the direct advertising environment, whereas a lack of
similar metrics in the traditional brand space made it moréculif for marketing

practitioners within companies to justify spend on awareness and brand equity campaigns.

Starting in the 1990s and into the new millennium, new channels of communication and
technological platforms of direct engagement as well asgdsin the media market have
further compounded the problem of finding the right media and marketing combination to
deliver the desired resujtaccording to Fletcher (20Q1Due to the advertising bombardment

via traditional channels, advertisers run trsik of repelling their target markets rather than
attracting them. More choice in channels and programming, as well as consumer goods and
services, has translated into a low tolerance for poor programming and an even lower
tolerance for poor advertisingjth more than 70% of respondents in a new millennium study
complaining about the frequency of advertis{ftgtcher, 2001). This advertising fatigue has

a detrimental effect on sal@s the experience of the researchespecially on goods and
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services lhat require longerm planning such as life cover, home loans and car financing, but

it has less of a negative effect on brand awareness or equity. Irritation factors contained
within advertisements include the style of the advertisement (serious, ngstalgiedic or
factbased), whether it features a single character or spokesperson and whether the
soundtrack is characterised by dominant repetitive music or music featured in the
background. Therefore, it appears the creative execution together with taildée
understanding of the targeted segment is critical to ensure likability and to extract as much

value from an advertisement campaign as possible.

Targeting the appropriate consumer base and incorporating its needs, geographical location,
behavioural patterns, brand perceptions and likes and dislikes are key to the creative
treatment, as is the type of medium used (An&n&hachar, 2009). Understanding these
elements prevents miscommunication, a perception of vagueness and misperceptions about

the mesage and brand.

Different types of campaigns exist with different business objectives. Building trust in a
company is an example of a desired outcome of a pure brand building campaign, whereas
achieving sales targets would be the desired outcome ofeat @didvertising campaign.
Appropriate metrics for these different types of campaigns have become essential in
determining the levels of spend that will allow the desired business objectives to be met.
Metrics are defined as measurements of process elersecis as inputs, activities and
outputs in relation to a specified benchmark or predetermined level of performance (Smith,
2004).

Advertising campaigns have become midteted as new technologies, knowledge about
existing customers and an increasedufoon shorterms wins have made integrated brand,
direct response and PR campaigns more successful than traditional campaigns with single
objectives. This integrated approach has, however, created confusion within the marketing

fraternity, which commonlyses metrics to gauge effectiveness (Roberts & Ambler, 2006).

To avoid such confusion, focus should be placed on metrics that measure:

A future financial performance, which will enhance lifetime value for the customer;

A marketing productivity; and
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A other ebments that would assist the marketing practitioner with formulating future

marketing strategies.

As advertising spend in the financial services industry has remained significant regardless of
market fluctuations and recessions, advertising campaigesiigpanies in this industry have
become so muHiaceted that mechanisms for gathering, distributing and managing leads is
built into every part of the business process (Hosford, 2010). Marketing practitioners are
working more efficiently, using a combinai of marketing techniques to deliver according

to performance targets.

Advertising does workn generating saleKim (1992) argues, although some advertising
works better than others. Brands that use a combination of media types, themes and creative
execution, sell more product in the long term, as brand perception and positive customer
experiences are built. However, the marketing combination that will ensure optimal responses

and sales needs to be identified, and this study aims to do so.

49



2.2. DIRECT RESPONSE ADVERTISING IN THE FINAN CIAL SERVICES
INDUSTRY

Companies offering financial services have for a long time debated whether to spend

marketing budget on brand building, which yields dividends over the longer term, or to focus

spend orshortterm but more measurable initiatives such as direct response advertisements,
usually with product sales in mind. However, there seems to be sufficient evidence to suggest
that a new philosophy of building brand equity through selling has becoméststdfYu &

Tung, 2014) the rapid increase in direct campaigns across different media and channels is a
prime example (Rapp, 1993). Interacting directly with the end user or paying client has

become an essential element of modern marketing campaigmglivaduals' needs can be

better assessed and addressed than those of larger groups.

Assessment is often conducted through telephonic or electronic means, in the form of
communication with the paying client. This dialogdreven marketing has allowed nkaters

to connect more effectively with their target mark@sb & Lomo-David, 2014) Campaigns

are constructed on different stimuli levels and launched through different media, even
incorporating traditional ATL media such as television and radio tcegaesponses from the
intended audience. In the financial services industry, this reunion of the brand building and
the direct response world has been necessitated by the maturity of the products and the
myriad selfeducation tools and sources availabléhm marketplace (Korenchen, 1992).

Especially in the metropolitan areas, brand images and marketing messages continuously
bombard potential clients, which has forced businesses to create -$&orietargets in

building brand equity while also buildinglient bases and profits. The combination of
traditional brand building media such as print, radio and televigibith can now be
optimised with the inclusion of a direct response mechanism, without surrendering any of the
creative flair of the advertiseanti and the direct elements of maileranailers, mobile text

and video messages garners more responses as a result of frequency of the message and
through sheer reach in numbers due to the use of different media. Direct marketers have also
realised thaincorporating brandbuilding elements into their marketing mix has a significant

effect on the success of a campaign (Crumbley, 1994).

In financial services companies, direct response initiatives have several advamtdges

resear cher.dheseaiigives determiceeexactly how the budget should be spent
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andtherefore create accountability in the marketing function. They also create a focussed
effort on maximising profit by prioritising direct response initiatives with more profitable
products; each campaign iherefore testing the real output in sales terms against the
business case of the company, product lines and budgets.

Successful direct advertising campaigns combine the laws of physics with psychology to
obtain the desired reactiqKern, 1997). More specifically, Albert Einstein's famous law of
physics (E=mc?) is applied to direct response advertising, the sole aim of which is to get a
prospect to move in an intended direction. In order to do this, something must capture the
prosgect's attention and create the momentum of movement or action’sbiething”is

locked into the creative execution of the advertising element to which the prospect is
exposed. In Einstein's equation, the speed of light is the constant; in the caselibéch
advertising, it is the value proposition being communicated to the prospect. It is the one thing
creating movement in the sales cycle andherefore@ fundamental to the success of any
direct response campaign. The value proposition should, mowsyeak to both the logical

and emotional sides of a human being to finalise the deabrding to Kern (1997People

act out of emotion and then justify their decisions as having been made based on logic,
especially if basic emotions are addressedu&/gropositions addressing basic emotions
include those that would make lives more comfortable, enable financial freedom and free up
time and facilitate better relationships and influence over others.

Value propositions offered by the insurance induatey seen as extremely complex and are
alsolegislated, with especially highnd investments and risk cover products being offered by
financial advisers in a fage-face sales environment. Insurance companies participating in a
2002 study (Neyer, 2002)drcated that a new trend towarttbrect” is inevitable, especially

where complexities can be addressed through giving regulated advice telephonically or
through selhelp applications and tools on the company's website. Since the products offered
by finarcial services companies are intangible, the explanation of the value proposition
becomes that much more important, specifically in removing the buyer's cognitive dissonance
(Westphal, 1996). This explanation should be coupled with an effort to influemdriyier's
attitude towards the company orbrahdn t he r esear bamesdassaleaxrper i e
very slim if the prospective buyer perceives the brand in a negative light. Discussing inherent
brand values and their fit with the potential buyer's personal values as well as citing case
studies of historical success can have some influence. The value proposition should also be
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made personally relevant for the buyer. Some financial services products, such-aanshort
long-term insurance, ensure shielevance by virtue of product design, but such relevance is
difficult to achieve with other financial services product®tail bank products, for instance.

The creative execution of the offering should play an important role in creating the perception
that the product is relevant in a personal way for every prospective client in the target market.
Having a range of benefits available and involving the buyer in making the right choice also
assists to make it more relevant. Client understanding of \wbgtdre buying or have just
bought is also key to a lortgrm relationship. Guiding the client through the fine print and
ensuring a deep level of understanding creates trust in the brand and the product and lessens

the chances of buyer's remo(gantspeger & Kunz, 2010)

The use of technology in the insurance industry has made consumer edwadion
engagementonsiderably more accessilde Deb &L.omo-David (2014) found in their study

of new technology adoption in bankin@ffering additional benefitto existing clients with
specific needs or gaps in product holding is now a simple, quick and easy process. However,
integrating direct campaigns and advertising initiatives with existing distribution channels as
well as a long sales cycle (as a resultiodlerwriting requirements particular to the industry)
remains a challenge for losigrm insurers n t he r es e ar Cohtellingand ex per
managing the sales funnel are vital to ensure lead conversion rates are achieved (through
direct means) and belhmarked targets become economically viable. Systems and processes
must be set up so as to facilitate distribution of prospective client detail to intermediaries
(should there be any) timeously and accurately. Feedback regarding the quality of thie leads
in terms of target market fit, contactability, affordability and ne@ds should make its way

back into management information dashboards, thus supporting campaign outcomes and

informing planning of future campaigns.

Testing multiple approaches andlua propositions with different market segments allows

direct response advertisers to fimme their campaigns (Westphal, 1996)n t he r esear ¢
experience, ltese different approaches often go beyond mere positioning differences and
include discounts$or limited periods, price guarantees, entries into lucky draws to win cash
amounts or high value products, free gifts or even premium holidays. Systems and processes
that have been designed and engineered to facilitate a positive fulfilment procegsoattthe

of sale, as well as after the sale, when the customer needs to be serviced, need to support
these different value propositions. A disjointed effort between advertising, sales and service
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efforts have been the Achilles heel of past direct advertigiit@atives, with longterm
negative effects for the brand and advertising effectiveness; generally, prospective clients
display a lack of trust that expectations created in the communicated value proposition will be
met. A brand is not only defined byliat of features and benefits; it is the sum total of the
client experiences along all the touch points, how it is advertised and promoted, where it is

sold, how much it costs and how it is supported after it is sold (Crumbley, 1994).
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2.3. THE PSYCHOLOGICAL PR OCESSES TRIGGERED INELICITING
RESPONSES THROUGH ADVERTISING

From birth, senses create memories. These memories create a framework of reference that
determines decisions and actions (Butcher, 200¥grefore@, memories are agutictor to the

future outcome of choices that are made. These memories create familiarity, credibility and
trust in brands and products, even when new experiences or products frekmavell

brands are tested. Communications from companies create-getonghemory of a brand's
message and underlying values, and these live on in the minds of the customers long after a

campaign has been terminated.

According to Butcher (2007)his longterm effect is contrary to the cognitive advertising
metrics of recogtion and recall, as unconscious or implicit memadriesmed by exposure

to any type of visual, audio or creative trigger contained within the advertisérdetdrmine

how a person feels about a brand or product. That personal emotional coninecdidewith

the strap line, logo, brand character or colour contained within the advertisem#u¢nces
decisions and actions such as buying products much more than it influences the memory of

the exact details of the advertisement.

Butcher (2007) further gues thatmplicit memories do not require any cognitive processes;
these memories are simply expressed in behaviour. Marker posts that portray the intended
message consistently and simply form the gateway to the creation efelomgnemories.

These marke posts create navigation in the brain to the correct end state (buying the
product), with some of the campaign building blocks including interactivity within the
message (asking the audience to remember something), frequency (the greater the exposure
to the message, the higher the chances of remembering) and using conscious memories as
executable devices in themselves (through referencing nostalgic, fearful or other easily
recognised historical eventd)ocated in the limbic system, the amygdala is the pathe

brain that creates emotional response from exposure to stimuli. It works together with the
hippocampus (which stores shtgtm memories by interpreting stimuli) to create meaning

and personally filtered understanding and to evoke emotion.

By maching immediate stimuli with long held emotional filters, decisions are made
(Bechara, Damasi& Damasio, 2000). The amygdatherefore, is the source of customers'

so-called"gut-feel" when they are faced with a brand's advertising and decisionsettm
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be made as a result of exposure to it. This intuitive, largely emotional response can assist
marketing practitioners in gaining ground on their competitors, as price and benefits only

form part of cognitive processes and not emotional ones.

According to Bechara et al (2000),emories deposit physical chemical traces in the brain;
these traces are called engrams. A series of engrams relating to previous experience/s, also
called somatic markers, and current stimuli make up a person's brand perc&pgea
somatic markers can be positive or negative, depending on the nature of the previous
experience/s, and determine whether a person will buy a product or a brand based on
emotions. Through certain brain regiofs including the insular cortex, secomya
somatosensory cortex, cingulate cortex, and nuclei in brainstem tegmentum and
hypothalamusi emotions engage structures in the brain related to the representation or
regulation of the individual's state of mind. These brain regions are all recipiesithals

from internal stimuli, including physiological responses (Damasio, Grabowski, Bechara,
Damasio, Ponto, Parviz& Hichwa, 2000). Some of these regionsspecifically some
brainstem nuclei, the hypothalamus and-sabtors of the insula and cingdat also
generate regulatory signals necessary to maintain internal balance or the feeling of being in
control. Together, these neural patterns constitute a-dioignsional map of the human
state of mind and form the foundation of feelings experiencedighh memories and external

and internal stimuli.

According to Damasio et al (2000pying the theory of memory and feeling formation to
brand and direct response advertising, distinct tags inform brand perceptions. These tags

comprise three modules:

A knowledge, which is a composite of associations with the brand;

A feelings, which are emotional information used to assess a value attached to
something; and

A actions, which are what you do with the value attached to something and the required

physical actioror engagement.

Knowledge of these modules empowers the marketing practitioner to (overtly or subtly)
include tags representing them in the creative execution of the intended communication in

order to unlock positive brand and product perceptions agpeopriate time, namely when
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purchasing decisions are ma(@amasio et al, 2000New elements in the creative brief

should include:

the lasting effect that is needed in the memory
prevailing memories of the brand and the cues necessary to evoke them

the emotional context required to enable recall of the messade

o To To I

any explicit message that needs to be communicated and how it is aligned with

existing memories.

Advertising cantherefore be seen as brand psychology, a process that facilitates change t

behavioural outcomes by combining current stimuli with long held emotional patterns.
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2.4, BRAND AS EXPRESSED THROUGH PURCHASE INTE NTION

Clients, prospective and existing, interpret new information about a brand based on their
expectaions, which are formed by knowledge and experience accumulated in the past
behaviour of the brand. This prior experience is very subjective in nature, which makes
evaluation of the same brand in the same situation very different from individual to
individud. New marketing information itherefore@ nothing more than a net addition to the
customer 6s exi sting par&Wincigester, 2008).tThizadditiona n d
happens in an instant as complex psychological processes about prior brand experiences
determine the influence of marketing information on purchase decisions. The challenge for
the marketing practitioner lies in building a consistent and enduring perceptual representation

of the brand through acceptable and desirable experiences.

This will lead to brand ambassadors increasitiiNyng the brand”by, amongst other things,
continuously talking about their brand experiences with others, even in unprompted settings.
There are a number of theories about brand characteristics and with whicbusttesers

form strong emotional bonds. De Chernatony and McDonald (2003) asserted that the more
affluent the target market, the more important the-fomctional aspects of brands become.

A number of emotional aspedtsncluding trust, liking and sophistationi play a role in the
creation of a positive brand identity, which is further enhanced when clients buy the brand
and experience additional value as a result of the purchase.

Emotional fit is established when the image and value encapsulatedh whihi brand
communication fit the lifestyle needs and values of the targeted consumers and the products
meet their consumption needs. With the emergence of social media, a new phenomenon of
social brand communities has arisen, taking brand ambassadarshipew level through
blogging, word of mouth promotion and fan websites and web pages. Social groups that
traditionally found shared meaning through religious or cultural activities are finding these
new electronic sources of identity ever harder to eagagth in a posimodern,
individualistic and mobile world. Brands have become a new source of shared identity and

shared community experience (Roberts, 2004).

With personal belief systems now often corresponding with brand values, a new form of
relationdip has emerged; instead of being limited to two individiiathe client and an

employee providing service on behalf of a compamglationships can now also be between
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the client and the brand itself, especially in cases where service interactionsrat@nm
tasks(Roberts, 2004)This phenomenon of cliefirand relationships is most prominent in

service organisations, where customers interact with the brand throughfunaclional

service encounters with the staRoberts (2004) also states thatoagterm relationship

becomes possible if these cliestaff engagements are consistent and regularly meet or
exceed the customerds expectations. An exan
where a bank clerk pfgopulates a withdrawal form for a regulcustomer to speed up the

process. The brand characteristics that will form the basis of a social identity from a client
perspective would bd maki ng a di fference to my |ife, c
mo n e which far outperforms the simple taskpersonalising a transaction document for a

client. Future purchase intention can be measured in an existing base of clients through the
so-called Net Promoter Score, a metric developed by American loyalty expert Frederick
Reichheld (2003) that enablasompany to predict future growth by asking customers to rate

the likelihood of them recommending a company's products to friends or colleagues on a 0

10 scale. Based on the provided rating, the customer is then lab&dletlaetor” (those who

score fran O to 6),"passively satisfiedl (scores of between 7 and 8) ofpromoter" (scores

between 9 and 10Yhe Net Promoter Score is the percentage promoters minus the percent
detractors. Although the Net Promoter Score has been criticised for being toentatiymits
effectiveness in predicting future growth for a company has been tested and proven,
especially when used in conjunction with other metrics (Grisaffe, 2007).
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2.5. PUBLIC RELATIONS AND DIRECT RESPONSE ADVERTISING IN
FINANCIAL SERVICES

Pubic Relations can be se@sa strategic communication between an organisation and its
stakeholders, including shareholders, staff, existing clients and its intended target market in
the public domain (Lal& Golob, 2008). Business owners generally tendetgard Public
Relations as the division that provides media support for advertising campaigns and limits
harm when a particularly damaging piece of information becomes public. The value of the
PR division has generally been accepted, but there appearsatdisi@ncture between the

outputs of the PR team and those of the direct marketing team (RuHarrell, 1997).

Il n the r esear kelperce@ismamengsp rearketetzascatvays been that PR is

an unquantifiable image tool. However, the mastcessful PR campaigns have been those
with carefully constructed performance benchmarks and targets in order to make the function
more accountable. These benchmarks and targets were arrived at based on a detailed
understanding of intended audiences aaohmaign objectives. Effective PR press releases
contain new information (or news) and do not simply revise old information and present it in

a different guise to media owners or the public (CW&ligenter, 1985). Intense involvement

with company operatianmight put PR teams under the (often false) impression that their
company agenda is particularly relevant for the public sphere at a specific moment, and as a
result press releases risk eschewing objectiver@stip & Center (1985) also state that
pressreleases should be as objective as possible, written from an outsider's perspective and
focused on facts rather than descriptive terms. The PR team should also ideally understand
the target audience of the release, which implies knowing the contacs aétegcipients; a
complete list of media professionals must be maintained to get the best risulis.
resear cher dcllteactprear direchresponse mechanisan email or website
address and/or phone numibenust be included in ther@ss release if additional information

is required. Press release specific contact details can be provided in order to ascertain
response and gauge the success of the press statement; spreadsheets can be drawn up to
reflect information contained in the pEmses, including number of responses per category,

media types and individual media professionals requesting additional information.

Brand values can also be conveyed through communicating, through traditional advertising
channelsbut with a pubic relans positioning company involvement in corporate social

responsibility programmes in the community in which a company is active. These
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communications should include an invite to the public to share their stories in an open forum
through video submissiongn the company's website or mobile site and to discuss the
positive impact these initiatives have had on the community. Direct response principles used
in PR campaigns will ensure success, which, in turn, will lead to better results for pure sales
drivendirect response campaigns (Beardi, 2001). It is a matter of endearing the intended base
to the company's brand, its operations, staff and products through credible third party
endorsed information. The ideal mik of traditional advertising, PR elements dan
communications directed at identified groups and individugigld the best results over the

long term, both in brand equity and profitability terms.

Coming in the wake of the continuous search for accountability, this new PR identity has
obscured theraditional demarcations between marketing and PR (Bartholomew & Paine,
2010). More focus is being placed on the outcomes of the campaign as a whole instead of
only on traditional PR metrics such as impressions, message delivery or advertising value
equivalency (size of placement relative to space paid for). Although cost per impression and
cost per message metrics do point towards proof of performance of the PR elements as stand
alone engagement drivers, they do, however, not reflect return on investsnietir effect

on sales cannot be proven and should definitely be incorporated in the metrics menu
(Michaelson, 2005).

PR officials are incorporating engagement with the target market through social media
interaction, and cost savings and avoidariceas part of their return on investment
measurements. Cost savings and avoidance are calculated by measuring the value of
advertisements that would have reactively addressed the same issues as PR initiatives that
were launched proactively. A prime example é&easing negative business results with
explanations and countering measures before it becomes news. This creates credibility and
trust with the public in most instances. Bartholomew & R@&@in@010) metrics for PR

includes four elements:

A Exposure: the agerage PR efforts give to the message and content of a brand and
product.
A Engagement: who interacts with the content and communications in what way and

when determine the level of engagement with the intended target market.
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A Influence: the extent to whiclhé engagement and consumption of information has
led to a change in attitude towards and perceptions about the brand.
A Action: the extent of change in buying behaviour as a result of the engagement with

PR elements as part of the marketing mix.

The incorpoation of PR into a more holistic view of media consumption will produce a

systemic production of PR in a <circuar

Ver|il, 2008).
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2.6. THE RELATIONSHIP BET WEEN MARKETING AND S ALES

Marketingcan be defined as a set of activities and processes instigated by an institution that
involves the creation, communication, delivery and exchange of value propositions and
currency in order to satisfy needs of individuals as well as realisation of otgamasa
objectives (Brunswick, 2014). This implies that the sales activity through delivery of the
marketing message and fulfilment of the value proposition is a subset of marketing. In
practice, in large corporations, these two functions have been splédte a focus on firstly
creating the value propositions and all the marketing communications and collateral, by the
marketing function, and secondly to distribute or deliver these value propositions through a
sales area. The relationship between thesedepartments has been a contentious one since
the birth of the large corporation. Kotler (2006) notes that all companies can and should
improve the relationship between sales and marketing. Although traditional marketing theory
holds that sals is a displine of marketingin practice the sales department has been seen as
a centre for the stimulation and fulfilment of client needs. The marketing department, in
comparison, has become synonymous with segmentation, understanding client needs,
packaging theroduct to fit those needs through advertising and other communication efforts,
as well as integrating sales and distribution capabilities (LeMe#itigdugh & Piercy,

2006).

This division easily leads to conflict between the two departments, as-threination and
communication required for a seamless marketing and sales message can be quite daunting in
larger organisations. Planning and goal setting, including target setting for sales, has to take
place collaboratively in order to benefit the orgatian. It is important to note that one
department's marketing efforts have a cumulative effect on the efficiencies of the other

department.

There are also other factors that necessitate closer collaboration or at lepsratmn

between department3echnological advances allowing existing and prospective clients to
research product brands, features and benefits themselves have made it challenging for sales
executives to position their companyo6s pr ooc
charactesed by an oversupply of information, sales targets can only be met and brand
positioning can only be successful if there is a concerted effort between a cénpany

marketers and sales force (Matthyss&rlohnston, 2006).
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As competition increased andethsize of market potential remained stable, customer
relationship management has also become one of the leading factors ensuring a shift in focus
from shortterm sales to longerm customer relationships and sustainable profits. LeMeunier
FitzHugh and Piey (2006) propos@ model to encourage collaboration between sales and
marketing Exhibit 2.7).

EXHIBIT 2.1: ENCOURAGING COLLABORATION BETWEEN SALES AND
MARKETING

Integrators

Management 2 Collaboration

attitude towards between Sales Business

Performance

co-ordination ' 4 and Marketing

Facilitators

(Le MeunierFitzHugh & Piercy, 2006:944)

The roles of sales and marketing néede coeordinated through the use of integrators and
facilitators in order to attain business objectives. The available literature on these roles will

be briefly discussed below.

2.6.1. Integrators

According to LeMeunieFitzHugh and Piercy (2006),he first ntegrative factor is
communication, which encompasses both formal communication, such as meetings and the
dissemination of minutes and memos, and informal communication, which happens through
casual contact. Successful communication deconstructs the ofumictsilos within an

organisation and creates a sharing of information that aids collaboration.
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The second integrative factor is that of organisational learning. This implies the effective
dissemination of the interpretation of previous learning, whetey were gleaned from
successes or failures. Organisational learning helps align organisational best practice and
targets (Rouziés, Anderson, Kohli, Michales, WestzZoltners, 2005). The erection of
formalised knowledge dissemination structures is of ikgyortance to ensure consistency

and also that the learning reach everyone in the organisation. On a practical level, sharing of
organisational learning between sales and marketing divisions can contribute to honing the
creative execution of an advertigitampaign to optimise sales; the sales division is best
positioned to speedily communicate to prosp:

fulfil their needs and why it is better than the competition.

The third integrative factor is the dissemioatiof market intelligence. Inclusion of the sales
channels in the gathering as well as dissemination of market intelligence will not only lead to
better collaboration between divisions but also lead to an understanding of the company's
market position anthe target market's perception of its products. The collection, storage and

di ssemination of the i nformation may be a s
may be in the marketing department, but it will benefit the sales and marketing didsions

well as other executive departments.

Integrating marketing planning is the fourth important factor, according to LeMeunier
FitzHugh and Pierc(2006. Some companies take this integration to a restructuring level, so
as to ensure that the sales andketing departments align marketing and sales efforts- Non
alignment leads to considerable wastage in terms of advertising expenditure and lost sales
opportunities and carries a big reputational risk for the company as a whole. Most companies
create markatg forums or boards across the client facing communication, sales and service
divisions to ensure collaboration from the conceptualisation phase of marketing strategies and

tactics.

Removing conflict between sales and marketiniyvo separate departmerttsat are often

driven by different cultures, personality types and organisational responsibilitieke fifth

integration factor. Marketers sometimes have to communicate the product features quickly to

a specified audi ence inMnavationesnpaketing campaig® sirce mp e t
this communication is then by its very nature fmaciusive, it can lead to resentment in the

sales force. Likewise, marketing professionals, especially those working for the head office,
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often carry negative prejiuzk towards sales executives. The removal of this type of conflict

is imperative for the company to perform at an optimal level.

2.6.2. Facilitators

According toLeMeunierFitzHugh and Piercy (2006)rassfunctional training will facilitate

a better understamdy of the roles of the different divisions, as well as empathy for the skills
necessary to function as either a marketer or sales executive. Training has the advantage of
being regarded as a positive personal growth tool and tlarefore@ ensure better
organisational performance. It is important, however, that this training is standardised in
terms of content, frequency and audience to prevent a situation where the head office staff

have a superior training programme to that of the field staff, usuallyales force.

Integration mechanisnissuch as management forums or committees, job rotation plans and
project team$ will also facilitate collaboration between the different departments. However,
these mechanisms have to be implemented wisely to etiairéalent is optimised and not
wasted just for the sake of integratiie@MeunierFitzHugh & Piercy, 2006)

Alignment of rewards or incentives will also facilitate better collaboration. Marketing
professionals have been part of the bonus pool and bese rewarded for the overall
profitability of the organisation, and sales executives have been receiving sales incentives
with benefits if they outperformed set sales targets. Moving beyond mere sales targets and

aligning incentives will create a singufacus to reach the company's strategic objectives.

Management attitude towards integration of these functional areas will be the key factor
driving a single vision within a nourishing team spitieMeunierFitzHugh & Piercy, 2006)

This attitude will bemanifested in the holding of joint meetings, sharing learning from past
mistakes or successes and setting up integrated marketing systems and informatien. Cross
functional training and shared incentive structures will also facilitate the collaboration

neessary to achieve the companybds goal s.

2.6.3. Collaboration between sales and marketing

I n t he resear c hawmld ollabaatign e startee trangpiring by using

communication and organisational learning, disseminating knowledge, and integrating sales
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and marketing skills into the marketing planning process. With the addition of more
formalised mechanisms such as training to ensure consistency in the articulation of the value
proposition and alignment of the rewards structures within a company, truke sing
mindedness is created within a culture of an organisation. Key performance indicators should
be identified and shared across all functional areas to support the business EDiateg$:

Chang, 2010)

2.6.4. Business performance

Good collaboration between ehsales and marketing departments leads to a better
understanding of each division's role and responsibilities, as well as an understanding of how
and when to expect support and feedb@iken & Chang, 2010)his understanding, in turn,

leads to empathy ihin the company's structures, which is further strengthened by shared
key performance indicatorés discussed in chapter 4hen all employees collaborate and
communicate with the customer in the same, consistently excellent, way, irrespective of the
touch point in the client's journey with the company, business objectives, benchmarks and
targets are attained and even outperformed.
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2.7. ADVERTISING EFFECTIV ENESS

Creating an optimal mix of media that will fit the underlying message as wélleasales
targets has been the goal of all marketing practitioners from the launch of cohorate
marketing strategies (Rotfeld, 2007). Since many marketing practitioners have become media
buyers, either through outsourcing ofhiouse negotiationgnd given the current high cost

of media, this optimal media mix is a focus area for all company stakeholders. Return on
investment for marketing money spent is of great importance for the sustainability of an

organisation (Johnston Bonoma, 1981).

Tradtional mediai including television, radio and print advertisements and outdoor
advertising through billboards, posters and flyehsve been joined by new media, including
online and mobile advertisemer{tseyer, 2002) Guerrilla tactics such as virah@ ambush
marketing have also become more comr{idoAlevey, 2001) Detailing the targets and the
money allocated for marketing, budgets need to be guided by a clear strategy and planning as
well as execution processes. Understanding the media consumde bgrgeted market
segments is perhaps the most important way of developing such a clear strategy and planning
and execution processes. When planning the media schedule, the following information

should be considerdeCaemmerer2009)

A Reach of the medium and the content or programmes it carries
A The frequency of consumption of those programmes
A Audience ratings of those programmes

A Previous interest garnered fraamlvertising in certain programmes in certain media.

Media owners also use rea@how many of the intended target market will be reached)
frequency(how often the advertising will be shown or heaat)d audience ratingdhow
popular the programmes areathwill be used in the campaigmjhen determining price
(Cannon, 1983)Effective frequency, a cornerstone of media planning, says how many times
consumers should be exposed to advertising in order for advertising to be the most effective,
according taMakienko (2012).The better the advertisemengiach fit, the higher the price of
advertising To ensure higher cost efficiency, marketers often convey the message to the
same intended audience through a mix of mé@aemmerer2009) More cost efficient
vehicles might have a lower reach, but they provide an advertising campaign with the

longevity it sometimes requires to make an impact (especially when televisiordiasise
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medium) together with the high cost items that gives the campaign the big impact with the

audience.

A common pitfall of media buying is to compete in terms of spend with competitors,
especially if the compet it o (Dorsatons 2007n tTlEsgy i S
unnecessary competitiveness can lead to wastage and ineffectual spend, due to clutter.
Wastage and ineffectual spend can also occur as a result of a chosen medium not being the
correct environment for the message or creative execatian advertisement. An example

would be drive time radio advertisements with a text message response mechanism; this kind

of mechanism is impractical and inappropriate for this particular environment as the target

audience (drivers) are not able to regpeoia text message.

Figures from an American study conducted in 2004 (Li & Van Boskirk, 2005) seem to
indicate that there is an immense disconnect between understanding the client and the client's
behaviour and the status quo in the mduiging environment. Only 6% of marketing
communications budgets considered during this study were spent on online advertisements

while the study showed that the target market spent 34% of their available media time online.

A more scientific way to plan is necessary &kd into account all the areas influencing
clients, including new online, viral and social media as well as mobile and other devices that
connect people with brands, products, companies and others. Pickton (2005) proposes a

threestep process:

A Adopt analyical tools that move beyond the reach and frequency measures of the
traditional medigplanning model. Behavioural data derived from call centre and e
mail interactions, feedback from frontline sales staff and all the other data sources
along the customegpourney before and after acquisition should be used to identify
points of interest for the customer. These attitudinal datasets can then be used in
conjunction with mass media tools to ascertain which media set would work best with
which segment.

A Use expemental design principles to test new techniques with small pockets of
segments. This testing process is an invaluable source of attitudinal data and creates a

knowledge set that has data to back up marketing strategy and planning. With some of
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the new tebnologies and phenomena, such as social media, requiring only a small
investment, it has also become economically feasible to experiment more.

Reshape the planning process to include a group of specialists, including the end
consumer, statisticians and tdilsution channel opinion leaders. These experts are
more equipped than a oeop advertising agency at suggesting anterehd client
experience and the resources necessary to support targeted campaigns. The assistance
of a group of specialists will elate the media buying function into proper marketing

planning.
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2.8. ADVERTISEMENT RECOGN ITION AND RECALL

Many advertising models were developed during the 1960s, but they mostly focused on the
Lavidge and Steiner (1961) hierarchy ofieets model, which recognises three distinct phases
during consumption of advertising that leads to eventual purchase:

A The cognitive stage, when a prospective client is made aware of the product or service
being advertised and subsequently gathers infeomabout it to build up a base of
knowledge.

A The affective stage, when the client likes what he sees in the advertisement,
sometimes as a result of the execution of the message in the advertisement, sometimes
as a result of theefitproductds features and

A The behaviour stage, when the client has made up his mind and responds to the

advertisement by purchasing the product.

Due to the attrition in potential clients during the process, advertisers have tried to make the
message and execution of adw®tnents as memorable and likable as possible (Bendixen,
1993). Measuring message and execution to ascertain whether the advertisement will perform
according to the or gterfore déconenektemelp bmpatant. i v e s
Research is conducteditiv a sample of the targeted market segment to understand what
emotional resonance the advertisement has with the potential client and where the awareness
to-purchase cycle can be improved. An important part of this research is ascertaining the
intermediay variables that elicit an emotional or cognitive response from the intended target

market during the early stages of the communication.

The i mpact the advertisement had on the rese
featured in the advertiseent as well as the message itself are extremely important
intermediary variables during théawareness" stage. Elements tested during the
"comprehension”stage include the potential lack of room for interpretation of the
advertisement's message, the resgoe nt 6 s depth of under standi
imagery symbolises. The following stage, called"tt@nviction stageis then unpacked by
researching the target segment's perception of the inherent credibility of the message and the
product it is tryng to position, as well as the elements used within the advertisement, such as
the actors. These variables are highlighted

uses the five stages of communication as its platform.
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EXHIBIT 2.2: THE FIVE STAGES OF COMMUNICATION

Impact Specificness Credibility Relevance

Unawareness | "8  Awareness S N Comprehension Conviction

Forgeffulness Incomprehension Hostility Apathy

(Bendixen, 1993:20)

This model addresses the process an individual undergoes from being unaware of a product
or service, through becoming aware of it after exposure to a communication, to understanding
what this means in a spécicontext, making a decision to engage or disengage from it, to
taking action. In the context of this study, this action can be represented by responding to

advertising and buying a product.

This is further supported by more recent studies (Oa&c@andelica, 2012), that describe

the convincing process of marketing and sales as a four step process. Firstly, the ability to
capture the prospective customer's attention through exposure to marketing messages and
communication, followed by the ability to weey the messages in a simple and easy to
understand way. Thirdly, these messages need to have the ability to persuade and lastly, also
the ability to change the customer's buying behavia the favour of the organisation

responsible for the advertising.
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2.9. BARRIERS TO COMMUNIC ATION

The outcome of Bendixen's research is qualitative in nature. When setting sales targets, it is
therefore risky to trust only advertising recall and likeability research. If decisions are based
solely on qualitative resech findings, it is important to note that the repetitive nature of
advertising and the impact it can have over the longer term can also skew sales results in
relation to perceived purchase intention from the intended target nj8é&2015) However,
communication effectiveness is an important starting point for any marketagitioner
(Luxton, Reid & Mavondo, 2015; as a misunderstood advedgment is bound to lead to
confusion in the market, low sales figures and negative brand perceptions. An advertisement
that is understood but not liked will lead to the same outcome, as prospective clients will

forget it very soon after consuming the megsa

"Recall" is the extent to which a customer can recall a product advertisement, a product and
the brand within a specific product category without prompfiscavindakshan & Naik,

2011) There are two types of recall, measured by asking customers prbitiacts they can

recall in a specific category. Their replies are then categorised asfeitherp o fecalini n d o
when it refers to the first advertisement they could recall;}dominance'recall, when it

refers to the only advertisement they couldatec
Advertisements can also be shown to respondents as part of an aided recall exercise. These

respondents are then asked when last they consumed the advertisement to gauge its

effectiveness in the target market.
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2.10. CURRENT ADVERTISING METRICS

A myriad different advertising media and channels assist marketing practitioners in sourcing
the right media elements for their campaigns. The metrics informing the purchasing process
are, however, somewhat scattershot and mostly reactive, as cost dmmiseough
audience ratings can be achieved, but comparisons between the results of different media, e.g.
television and magazines, are not available (Ephron, 2000). This study aims to give the
marketing practitioner the capability to choose the rightketang elements for a specific
business objective. Existing metrics together with newly developed measurements do,

however, serve as a good starting point.

2.10.1. Above the line (ATL) media including television, radio and outdoor

advertising

Real time viewersp monitoring is done througtcritical mentions"via the Nielsen (2013)
ratings, which measure audience reach through probability sampling. Through a network of
affiliates, this measurement is used in more than 70 countries not only to gauge audience
paricipation but also to evaluate the impact publicity has on existing campaigns by tracking
the nature of critical mentions. Ad likability is another key metric derived from audience
surveys, as high likability relates to personal relevance, which in tteatsbrand affinity

and future purchase intention (Smith, 2007).

"Cost per action'is another way to cost media, as media bought reflect audience reach on
cost per action or direct response campaigns. This moves the focus away from pure reach to
number 6 interactions with the audience, which makes it easier for marketing practitioners to
compare campaigns and be more accountable for spend, as there is a direct correlation
between spend and outcome (Gray, 200Zhnsumer response ratiosite derived fronthe

number of responses relative to the audience reached and serve as the indicator that will be

relevant in the new digital television age (Gessert, 2007).

Real time response mechanisms like number of SMS messages, web interactions and
responses througéocial media are all useful when determining engagement, response and
lead provisioning. Geographical splitting also allows specifically the radio advertiser to target
a more localised audience, which reduces -mbevance and theoretically increases

conwersion rates.

73



2.10.2. Print media

Print media refers to any medium that distributes information in a printed fashion. These
mediums vary widely in terms of frequeneyrom twice daily to annually and format. It
includes newspapers, magazines and journals. &izeadership, subscriber base detalil,
distribution per edition, audience engagement and advertisement effectiveness are all metrics
used to determine cost of advertising space as well as the outcome achieved in relation to the
cost in print media (lves,2006b). This includes demographical, geographical and
psychological detail of the readership base, its attitudes towards certain brands and types of

campaigns, and its size.

Most publications offer an application through an online store or via the haldmgany's
website, and this application is usually free. The online metrics gathered by readers' use of
this application or an-Book is very useful to publishers to understand what interests readers
and what advertisements elicit the greatest responsenGhe technological advances
achieved in the printed media environment in the last couple of decades, publishers can now
refine their products to be ever more relevant to readers and advertisers alike (Ives, 2006a).

2.10.3. Online advertisements

Online adveisements refer to marketing messages placed on websites through the use of
virtual billboards, banners, search words, p@s and buttons. Online advertisements were
initially seen as a revolutionary, re@he, measurable marketing tool that gave the etarg
practitioner the capability to identify key performance indicators that reduced wastage and
increased focus on business objectives. However, these were too rudimentary to provide
value and depth and seemed to merely skim the surface of intelligentimg by focussing

on impressions (cost per thousand), clicks, effdioughs, number of page views, unique
visitor count and length of visit data; moreover, these performance indicators showed little

correlation with buying behaviour (Cotter, 2002).
New metrics are gradually replacing this first set of measurements. Not only should these

new metrics better target the appropriate sites, they should also chesi@ess performance

benchmarks.
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New generation tools go beyond leads reporting into @thenues of the sales cycle as well,
specifically where the fulfilment process is ssdfrviced, web based antherefore
measurable. This includes length of the application process, quality of the data captured at
sales stage, service delivery relative ¢aostomer expectation and the cost of sales.
Benchmarking these outcomes against corporate objectives enables the marketing practitioner
to track, manage and report on campaign success and learning more effectively. Setting up
the metrics in the planning pke of the campaign and early and regular tracking will assist in
managing the electronic elements of the campaign on-goiog basis. The three filters that

need to be applied during this initial planning phase are considering:

A how the initiative willfacilitate better product profitability, customer acquisition and
satisfaction;
A how new processes will cut costs; and

A how new processes will make it easier to do business.

These filters will help determine conversion rates, cost per acquired custoreghthr
analysis of clickthroughs, leads and sales and value per customer by matching unique sales

with the transactional data available on these customers (Woods, 2009).

Visit data, such as dwell time per section or page, and visitor behaviour conteetsomm
analysis assist the marketing practitioner to fully understand the quality and simplicity of the
available content. If the objective of a campaign is to guide a prospect through the application
process without human intervention, and the data sh@wint where a lot of customers get
stuck, the content needs to be reworked. Similarly, if the information and design of the web
space is not enticing enough for the target audience to respond, it needs to be reconsidered.
Another useful model, the Webights™ diagnostics frameworkExhibit 2.3 unpacks the
alignment needed between campaign objectives and the company's broader objectives
(Chirca& Daj, 2008). Although this framework encompasses most of the metrics discussed
already, it offers a unique rgjlemodel perspective of the effectiveness of every website
within the strategic target framework of every unique company. Through articulation of the
company's business drivers through the lense of online marketing, it is possible to determine
which cusbmers to target, what their experiences should be like, how much new business can

be generated and how it can contribute to the overall profitability of the organisation.
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EXHIBIT 2.3: KEY METRICS OF THE WEBINSIGHTS ™ DIAGNOSTICS
FRAMEWORK

A

Business contibution:

Business contribution

Online revenue contribution (direct and indirect),

category penetration, costs and profitability.
Marketing outcomes:

Leads, sales, service contacts, conversion and Msellng euicomss
retention efficiencies.

Customer satisfaction:

Site usability, performance/availéity, contact Coslommar setsaction

strategies. Opinions, attitudes and brand impact.

Customer behaviour (web analytics):

ORGANISATION'S TARGETS
S13OYVL SINOILVSINVONO

Profiles, customer orientation (segmentation),
Customer behaviour

usability, clickstreams and site actions.

Site promotion:
Attraction efficiency. Referrer efficiency cost of

acquisition and research. Search engine visibility site promotion

and link building. Email marketing. Integration.

(Chirca& Daj, 20086)

2.10.4. Social media

Social media refers to the online platforms people use in networks, virtual communities and
communities to exchamg discuss and disseminate pieces of information. Social media have
become the most recent addition to the direct marketing mix, although they are much more
difficult to leverage from a true direct response and sales perspective (Palmer &Koenig
Lewis, 2009. This is due to the nature of the platform and the need for individuals and
communities to discuss their topics without the invasion of dwainying to sell them
products.Social media havéherefore created a platform for individuals to connect with
each other and with institutions or groups to create communities that share information, help

each other mobilise and organise as well as converse about shared interests. This is all done
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within a trusted and credible environment that is not to be abuseduoped by other
agendagJobs & Gilfoil, 2014)

There are different approaches in engaging and building communities. It is an important
factor to keep in mind that none of these approaches will be successful if the goal of the force
(individual or corporate) driving the community is a em&y economic extractor (Boyd and
Ellison, 2007). In other words, if this goal is set up for a compamgnefit without adhering

to the unwritten rules of social media, these approaches will be unsuccessful. These unwritten
rules (Gillin, 2009) includéhe following

A Do not sell to a community or individual without building a relationship and creating
personal relevance.

Be transparent about your intentions.

Give the consumer what he needs.

Make it easy for the consumer to find and connect with his friends.

Be authentic.

To o Bo Do Do

Have an opinion.

To be successful in the social media space, three vital elemeatddmée created for and

with the customer:;

A Context and value
A Personal relevance

A Engagement through egoing communicatio and valueadding applications

Because of the proliferation of social media platforms, communities, discussion groups and
functiondities, starting social media initiatives can be challenging. There are social
networking, news and bookmarking, blog and microblog, video and photo sharing, message
board, wiki and virtual reality sites as well as rich site summary (RSS) feeds and social
gaming environments among others, and it is challenging from a time and investment
perspective to operate efficiently in all these environments at the same time (Richter
Wisniewski, 2008). Business objectives should, however, make it simple to chooselsha

that would give the best results. For example, gaming could be seen as not that important, but
educating clients through video sharing (YouTube), engaging clients in communities
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(Facebook) with relevant valseding content and providing members ofmenunities with
news and opinions (Twitter) could be the elements closest to the company's objectives. The
frequency of activity is also very important. Tabld provides a guideline of how often

communication should occur for different platformsther e s ear cher.06s experi e

TABLE 2.1: COMMUNICATION FREQUENCY IN SOCIAL MEDIA

Social networks Microblogs ‘

Beginner 2 tweets per day

(0-1 year) 2 posts per week 1 reply per day 1 post per week
Intermediate 4 tweets per ay

(1-2 year) 4 posts per week 1 retweet per day 2 posts per week

Advanced 6 tweets per day

(2+ years) 5+ posts per week 1 retweet per day 3+ posts per week

Measurements of the effectiveness of social media initiatives should include all the traditional
metrics marketers andewice executives use when planning the platform and goals,
including return on investment metrics such as cost per lead and cost per sales, as well as
turnraround times of responses, satisfaction levels of service, cost reductions and revenue
though salegfforts.

However, three new metrics areas specific to social media should be used to gauge the

effectiveness of the effort (McEleny, 2009); these areas are detailed inZTable

TABLE 2.2: SOCIAL MEDIA EFFICIENCY METRICS

METRICS

1. Number of network
posts

2. Number of
microblog messages
sent

3. Number of blogs
posted

4. Number of videos,
photos or presentatior
shared

1. Connections on
social networks

2. Followers on
microblogs

3. Mentions of a brand

4, Total audience
through connections,
likes, comments and

followers

1. Replies to brand
on microblog

2. Re-tweets of conten
3. Number of
comments received

4. Number of likes

5. Number of click
throughs to website

(McEleny, 2009)

78



Il n t he r es e ar tdshveyrindpertarg to integrate ¢he so@al media platform with

the other line of business systems, as speed, quality of the feedback and authenticity are the
elements that build trust with customers in this space. The efficiency with which customer
interest and geries are handled will determine the company's success in retaining these

customers in the future.

2.10.5. Mobile advertising

Mobile advertising refers to advertising sent to individuals using the medium of their
personal mobile and smart phones. The prolifenatiof different advertising and
communication platforms as well as advances in mobile device technology have made it
challenging for marketing practitioners to stay ahead of the curve in planning, placing,
executing and reporting on advertising throughs timedium (NMA Mobile: First steps,
2010). Text and video messages, banner advertisements on mobile sites, as welt as click
throughs from applications are all used as part of marketing campaigns. It is, however, still to
be determined how successful mobdldvertising is in generating direct sales mobile
advertising is still not trusted by consumédavis, Sajtos& Chaudhrj 2011) more than a
guarter of all time spent online is via mobile device, yet it safyresents 1% of online ad

spend.

Smart phones and tablets and downloadable or online applications that allow customers to
interact with brands and products when and how it suits them have also created more
customer choic€Davis et al, 2011)rather tha receive information or content that is not
necessarily relevant to them and that can be seen as spam, customers can now search for and

download information themselves.

Il n the r esear egBlaion&wh as the HectiorecriConemunidationsahe the
Consumer Protection Aah South Africaalso set strict rules in terms of allowing customers
to opt out of receiving mobile advertising. This legislation also governs the use of personal

data in marketing campaigns.

Through mobile devices, commas can now swiftly engage with different segments of their
customer bases about different brand attributes, product featurdseaefits (Zegrean&
Paraschiy 2013). Applications for tablets and smart phones focus on functionahiyer

than content, due to the size of the screen and the subsequent navigation challenges. As with
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online advertisements, mobile marketing is executed thraugiriety of mechanisms, which

makes comparisons within the mobile environment difficult. Two types of measurements

exist for mobile advertisements:

A Panel surveys, which can ascertain application and content needs, device/s used, as
well as brand affiriies within different segments.

A Usage data of sites visited, as well as type of devite prevalence of connectivity
or not in the device is a key campaign consideratiovhich can be overlaid with

segment data to plan and execute campaign elementsaneméfically.
Although the ratios used are similar to the online metrics, care should be taken to set up

specific performance benchmarks for both panel surveys and usage data, against which the

conversion and engagement rates can be measured.
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2.11. SUMMARY

Measurement of advertising has been evolving since the first marketing campaigns were
executed. Increasing pressure from boards of directors and managerial committees
necessitated this measurement. Much work was done in understarfdaiglanguage and
colours to use in the creative execution, which media and channels would deliver the message
optimally to the target market and which synergies should be created within the operational

structures of an organisation to attain the busiobgsctives.

Through consumer behaviour as well as neurological research, linkages between exposure to
messages and buying behaviour could be established, and the learning could be incorporated
into the creative process. Media buying has also become somnetific, with the constant
development of new measurement tools that enable more accurate media spending. These
factors were all taken into account in the setting up of the framework for the proposed

marketing metrics model that is the subject of shigly.

In South Africa, some limitations with regard to the internationally accessible measurement
tools, such as the Nielsen critical mentions as well as STAS and its derivatives, do exist, and
those tools artherefore excluded from the proposed modeéie insights these measurement
tools deliver should, however, be incorporated into other metrics, such as reach, frequency,
recognition, recall and likeability measures, which can all be attained through research
platforms. The inclusion of new metricdarthe proposed model in the future is probable, as

new technologies unlock new measurement capabilities.
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CHAPTER 3
CLIENT SATISFACTION

3. INTRODUCTION

In this chapter, the importance of all aspects of the relationship with the client and its effect
on the efficacy of a direct response advertising campaign in the financial services industry is
discussed. These aspects include client satisfaction throughout the client life cycle, from the
initial sales stage through to after sales service and-sabss dbrts through loyalty
programme engagement and campaigns aimed at deepening the economic relationship with

the client.

3.1. BACKGROUND

The customer is the cog in the business wheel. Acquiring new clients, building and
maintaining relationships with an exigj customer base to cressll new products and up

sell additional benefits are what build any busin@smnetis & Ghauri, 2004)According to
Coetzee (2014)nifinancial services companies where scale and cost of administration per
client and product dermines profitability, acquiring clients and building on multiple product
holdings are central to extracting as much value from the client as possible throughout the

clientdés |ifecycle.

Client satisfaction is central to a long and mutually beneficlatiomship. It can be defined
through two dimensions. Firstlfo what extent the standardisation quality is free from errors
and secondly, how the customisation of a product or service meet clients’ needs (Anderson,
Fornell& Rust, 1997). These customikat qualities are most important to client satisfaction

and firm profitability in service industries, such as financial services, where individual
underwriting, private banking and financial advice on individual needs are the order of the

day.

This is usially portrayed using client lifetime value metrics (Kumar & Petersen, 2005). Client
lifetime value is built through a series of interactions with the client, starting with his or her
first contact with a brand or product advertisement. This first exgegen s hapes t he
perception of what the company stands for and what value he or she can expect to extract

from this relationship. Eliciting a response from a client through this first engagement is not
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impossible (as low, oneeff conversion rates ém a single advertisement or direct mailer
shows), but building purchase intention through a series of consistent messages that
reinforces trust and creating a neéitlexperience obtains better resu(Soetzee, 2014)

This is also the cornerstone fotamg-term relationship with the client, as they have a more
comprehensive idea of what to expect from the company. The time a client is willing to spend
on interacting with a company is directly linked to the amount of value they believe they will

extractfrom the relationship (Eriksson &bderberg, 2010).

Throughout a clientds relationship with the
service, education, direct communication and public domain advertisefinents me nt s o f
t r u,twhiah will elicit an emotional respong®and & Guaspari, 2003)These emotional
responses have a direct impact on the likelihood of repeat purchases in the future and are
referred to as share of mind and wallet. Crasl and upsell ratios are a very good
indication of share of mind and wallet as affinity with a brand that is trusted to deliver
personal value is reflected in conversion rafesdiscussed in paragraph 3.8her metrics

that are derived from customer ratings, like customer satisfaction scores, seriite Q
measurements and acquisition versus retention rates, all point to how to build share of mind,
which could add to the customer lifetime value, also sometimes referred to as embedded

value or lifetime projected value in financial services companies.

It is important to understand these experiences as delivering on client expectations throughout

the client life cycle is what determines the success of marketing and retention efforts.
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3.2. CLIENT EXPERIENCE

Client experience can be described a&sféeling of emotions and sensations as opposed to
thinking and involvement in what is happening rather than abstract reflection on an event
(Vivek, Beatty & Morgan, 2012)This implies that clients feel an emotionaliwith the

company and feel involved in the creation of an event rather than viewing the experience as
separate from them. The challenge for marketers is that experience also implies learned
outcomes that can be shaped and designed for predictable hehavich as repurchase.
However, by merely creating these experiences marketers unlock new, unpredictable
behavioursaccording to Travis (2010yvhich cannot be controlled and can potentially have

a negative effect, such as the use of an expensive digiribchannel when the optimal
margins lie in the predicted sales experiences. A good example of this is when an insurance
product that addresses a single need and is sold directly to the customer, triggers questions
that open prospect of the sale of a en@omplex product, which requires a fdodace

financial needs analysis.

Holbrook (200684) notes,i wh a t people really desire are |
Experiences are attained through activities. In order that activities may be carried out,
physical objects for the services of human beings are usually needed. Here lies the
connecting |link between mends inner worl d ar

want products because they want the experience which they hope the products dvitne . 0

Successful experiences are those that are unique, add value to the consumer and are both
memorable and sustainable over time (Pine & Gilmore, 1998). This implies that the customer
will gain insight into the organisation through the different elesiemr products they
consume through interaction over time. According to Christopher, Payne and Ballantyne
(1991), differentiation has evolved through phases of product features and benefits, followed
by service elements, followed by relationships, and treeye now reached the experiential
phase. However, this does not mean that companies can only focus on creating ideal client
experiences, as the other building blocks that make up the full value chain and which support
these experiences are necessary topaie in the market. Products, service and relationships

are still the cornerstones on which any business, especially financial services, are built.

As an evolution in relationship marketing, this focus on product and service clarifies why

certain longterm relationships do not deliver on the short term and brand aspirations of
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companies are not realised within a pure relationstapketing context. It is extremely
difficult to replicate the close and personal corner café business in customer relagionship
when a business has millions of clients across different target markets. However, it is possible
to replicate the key engagement touch points that create economic and relationship value for
both parties.

A combination of three factors influences aouster 6 s atti tude or f eel
(Sheth, Mittal & Newman, 1999):

A Stimulus characteristics different people perceive a stimulus differently through its
innate sensory makegp and information contained within. Stimuli that differs from
those aound them, i.e. stand out from the clutter, are also more likely to be noticed.

A Contexti people perceive stimuli differently relating to the context in which it is
positioned and the perceptual space in which they find themselves in in relation to the
chaacteristics of the stimuli.

A Situational variables in which the stimuli is received. The responding attitude or
behaviour from customers is largely dependent on social, economic and personal

frames of reference, including prior experience with a partiguitastuct or brand.

This mix of context and personal emotion or driven outcomes, makes it extremely difficult
for the marketing practitioner to predict which stimuli will result in which behaviours from
customers, as certain customers will have a stroggtive perception of exactly the same
stimuli that has engendered a strong positive reaction from another segment of the targeted
client base(Travis, 2010) The target istherefore, to create as large a base of positive
outcomes from the target market possible in order to achieve the business objectives of
creating positive brand equity, selling products and strengthening the relationships with those

clients in the long term in order to maximise profitability.

Long-term behavioural intention is infénced by emotions during the whole sales cycle, both
before, during and after the sale (BargkyNash, 2002). Customéreho have connected
emotionally with a company or brand through constant interaction and have received
additional value, economically dremotionallyi will invest more in that brand in the future

by purchasing products and providing feedback regarding the supporting services throughout

the sales cycle. This suggests that a person
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on future purchase intention than cognitive processes. Emotions act as a source of
information, which are used to evaluate a stimulus and decide the attitude towards future
purchase intentions. This stimulus will be context and situativen with people forming
perceptions through their own filters, according to the elements with which they identify.

Wh a 't has emerged from companies6é designing
line, a notion that better client experiences, together with betterestpéfriences, lead to
overall better company performance (Bate & Robert, 2007). This better blat®m
performance is driven by improved levels of customer satisfaction, increased customer
loyalty, influenced expectations, instilled confidence, suppdstadd targets and emotional
bonds created with clients (JohnstorkK&ng, 2011).

It all starts with the services provided to clients, with which clients are encouraged to engage.
In this clientexperience context, service is much more than a comipeingividual touch

point or moment of truth (Normann, 2000). From a company operational perspective, service
encompasses all the processes and activities into which the client provides input and takes
some part, indicating that some-ceation has occurred.liénts view this differently. For

them, value is created through how the service itself is rendered, their experience of it and the
outcomes of the service, including the benefits they received from it (Carbone, 2004). While
a company views service as a@ess, customers experience it through a series of personal
interpretations of every interaction or touch point; this eventually creates an emotional
footprint. These emotions will range from discomfort to depression or warm to intimate or
ease to ecstatigGoleman, 1996).The customer will assess the service received (sometimes
this assessment will be done subconsciously, sometime consciously) as well as the perceived
value derived from the service experience, which will then be categorised as satisfactory

unsatisfactory.

These assessments or judgements, whether they are good, bad or indifferent, will manifest in
the future as intentions such as the intention 4ourehase a brand in future when faced with
a choice of brands. According to Berry and liare (2007), organisations need to focus on

the following five steps in order to design the optimal client experience:

A Identify the emotions that elicit customer commitment.
A Establish an experience framework.
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A Map and analyse experiences.

To

Determine the exgrience gap.
A Implement changes to processes to address the experience gap and monitor the

execution.

Setting operational objectives upfront creates a framework from which to facilitate the design
process. This will differ from company to company as theneaof the operations and the
long-term deliverables differ, but the setting of these objectives is important as a measure of

thesucces®r failure of the execution of the newly designed experience.
Different industries create perceived value in theadpcts and services in a different way,

as the buying and interaction with tangible goods is a different experiential process than

abstract or nottangible products such as insurance or bank products.
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3.3. CLIENT EXPERIENCE IN THE FINANCIAL SERVIC ES CONTEXT

An effective client relationship strategy puts the client in the centre of everything the
organisation delivers. It informs how products are developed, how experiences are designed
and developed through all available channels and how engagement is Arretationship
strategy that encompasses all disciplines of a corporate business in financial services is key to
the longterm success of an organisation (Colgate & Stewart, 1998). Faced with increased
competition, the introduction of legal and complianeguirements, evolving customer
expectations and technological advances, financial services organisations have had to re
evaluate marketing strategies to include anterehd design of the ideal client experience

( O6Loughl i&Turnb@lz 2004y Tlennature of the relationship between financial
services organisation and client interaction ranges from tight brand engagement to
perceptions of superficial transactions. These different kinds of relationships can be

characterised through different kindsexperiences.

EXHIBIT 3.1: CLIENT EXPERIENCE MODEL

Customer

Experience
Negative forces Positive forces
4B
p

®
b B Brand " <;:
' 4 Experience N

Transactional o
Corporate Advertising

Negative Bank Practices Experience Interaction with Staff
Reduction in Staff A : i Relationships with
Management Rotation Reldh?nshlp Management
Imposition of E Channels Experience Choice of Personal and E
Channels

Customer

Satisfaction

(O6Loughl i B34)et al ., 2004:

Brand experiences are created through advertising and other marketing communications, e.g.
PR regarding a sponsorship or corporate social responsibility pliojead to the corporate

values and brand images of the financial services corp@atainanto &Strutton, 2014)

These experiencesare mdfltiac et ed as they incorporate the
of the brand, ranging from very strong negative feelings to-teng devobn (fan websites

for banks have become commonplace) and loy&itgnk, Herbas, Enkawa &chvaneveldt,

2014) The client experience has a massive impact on the repeated purchase behaviour or
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future purchase intentiorf olients and could be used to the advantage of the d&spbnse

marketer if applied properl{Kumar, Venkatesan &einartz, 2008)

These negative or positive brand experiences are not only formed by the marketing o
communication consumed, but also by transactional experiences of existing clients. These
relate to the dayo-day experiences of clients through their normal dealings with financial
services institutions, ranging from the purely financial such as wittadsaor loans to the
intensely personal like drawing up a will or buying more life cqfeank et al, 2014)It is

vitally important to create an experience that maintains the balance between functional or
impersonal experiences, usually delivered viactebmic means, and personal service
provision and deliveryTravis, 2010) It is also important that the promises made in brand
advertising are carried through to the actual transactional experience, something that will lead

to customer satisfaction anfidione correctly, even delight.

Relationship experience represents the experience that forms through continuous engagement
over an extended period. The interpersonal experiences with staff of the body corporate,
something that perceptually leads to betservice through a higher level of personal
attention, flexibility and security are incorporated into relationship experience. This means
that the moments of truth a client experiences with the staff of the organisation will
eventually lead to a relationip and loyalty or disloyaltyMaheshwari, Lodorfos & Jacobsen,
2014) These experiences range from reading marketing communications, to being sold a
product or service, to using this product on a regular basis and paying for it, as well as the
aftersalesexperiences through service areas such as branches and call (leartrbsrti,

2013). This transactional first, interpersonal later type of relationship really starts when a
contract is formed between the product or service provider and the clientirirey the sale
(Valenzuela, Torres, Hidalgo & Farias, 2018his varies according to a number of different
criteria, including income level, the need to own the product, i.e. is it a grudge purchase like
life cover or a status purchase like a credit cardinit trust investment, and the level of

financial knowhow.

The distribution channel plays a critical role in facilitating matching a sales experience with
the financial needs of the clienaccording to Valenzuela, et al (2014ome financial
produd¢s can only be purchased after complying with certain legislative requirements,
whereas others are very simple and quick, and are usually facilitated bycampléted
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application process on the Internet or at a branch. The client education accomphisying
distribution channel and product choice is central to the success of anyregagohse
campaign and has to make up a large portion of the content of the material. This is very often
the makeor-break factor in starting a lortigrm, profitable relatinship with the client. Client
education organisations are raising the levels of knowledge within the target market, thereby
co-opting them, although it is only perceptual to a certain extent,-tweaie the product and

the sale thereof (Bell &isingerch, 2006). This increase in knowledge will also help the
client with certain aftesales situations, such as unit trust switching or dividenrd re
investments, which will lead to fewer costs being incurred for client service interactions and a

subsequent imease in the profit margin.

Il n the r esear omayigstancesxap @timalerelationship is built when the
distribution channel is also involved in the aféates or service situations and can even play
a private banker or broker role fohnet client within the financial institution. This very
personal experience can have a negative-gfbithough as clients tend to stay with these
individuals and follow them to other organisations if they leave the employ of the

organisation which has theiginal contractual agreement with the client.

According toMaheshwari (2014), in ordeo tuild a consistently positive client experience
through fulfilled brand promises, quick and cli¢néndly transactional experiences, and the
experience of a lonterm relationship, the whole organisation has to function from a single
client mind-set incorporating all internal processes (e.g. speeding up the claims process for
shortterm insurance claims) as well as external forces (e.g. communicating withethie cli

base in difficult times such as a recession with good financial advice).

Financial services organisations have a unique opportunity to build custentec value
propositions that address the very specific needs of homogeneous groups of clibeig or ¢
segment®r even cecreate value propositions with clientkie to the availability of the mass
amount s of internal dat a (dat a created, h
operational systems) and the regularity of af@le engagement, egpaly in the banking
sector where clientsd spendi ng p(@hartge018)s and
This poses a major challenge as well, however, as it is difficult to ascertain which of the
behavioural, demographic, psychographic, gedygcaand produceholding variables to focus

on when building the propensity to buy and retain statistical predictive models, as well as

90



which touch points to focus on when enginee
life cycle.

The Internet andll its elements such as social media as well as mobile applications for smart
phones and other interactive communication channels add to this complexity (Hagen, 2011).
Unlocking the value in these inteonnected experiences will lock clients in, notyooh a

product and brand level, but also on an experiential level.

Companies that succeed in building a series of customer experiences that exceed their

expectations have all adopted the custeosertric approach of (Johnston & Kong, 2011):

A Focussing orthe perceptions of the clients on what represents value in product and
experience

A Answeringw h a t i's Iimportant from the clientos
relationship with the company that adds value to the client

A Changing the ctoimgomarayedsstorseu dertricity & its recognition
and incentive schemes for staff and to invest in the technologies that clients widely

use.

These companies all moved away from a purely-ddteen customer relationship strategy

that feeds marketingnd communications strategy into identifying experiences or moments
of truth that truly matter to the client along the full value chain, from awareness of the
product, right through the fulfilment process and continued customer care after the sale has
beenconcluded.

Involving the customer in an egoing basis in the creation of the value proposition and the
articulation and communication thereof, impacts the success of a campaign, the product it

advertises, and the overall profitability of the company.
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3.4. CUSTOMER INVOLVEMENT AND ITS IMPACT ON AD VERTISING
EFFECTIVENESS

Customer involvement in a financial services company is rooted in a reciprocal
communication approach that empowers clients to collaborate with a company on service
levels, product innoveon, advertisingeffectivenessand experiences that unfold during
consumption of a value proposition (Payne, Storba&kkrow, 2008). As clients give a
company feedback on its products, service and experiences and the company acts on the

information, a dep sense of involvement and trust is created.

The degree to which customers are involved in a product category, such as financial services
products, has been one of the major determining factors in formulating advertising strategies
for marketing managsrand practitioners as well as influencing the advertising executions. It
hastherefor@ become one of the most important variables to consider when gauging the

effectiveness of advertising (Wu, 2001).

A customeros | evel of i cartain extest mavnhe orisie sedxe t e r n
differentiation in a sector, meaning a customer who is involved in the product development,
service or marketing processes would find differentiated features in those products or services

to justify owning or buying thenand address cognitive dissonance in the process. Those
products could also become more important to these individuals in relation to the average

user thereof and the commitment shown to the brand would also be impacted positively.

Wells and Prensky (1996ise an effect hierarchy model to determine how customers use
advertising in their purchase decisioraking process through an involvement filter.
Preceding the consumption of any advertising executions, three factors have to be taken into
account (Zaich&wsky, 1985). The first factor centres on the characteristics of the customer
such as their background, educational level and individual needs, which all form part of the
makeup of a person. The second factor relates to the physical characteristicsudttraer,
including age, gender and other demographic variables. The third factor determining the level
of involvement is dependent on the purchase situation, in other words how the sales process

meets or ovedelivers on the expectations of the customer.

The media usednd content and frequency of placement are all affected by the intended

target market and will guide the marketer to choose the right advertising vehicle with the
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right content for the right client bag®dacinnis, Rao & Weiss, 2002).ow-involvement
customers would need more persuasion to buy new products thaanvoglement
customers. This would mean that they would need to be exposed to a high frequency of an
array of messages with the same theme across several media types to aciieessb
objectives especially when supported by electronic word of moWtkigfeld Spolter, Sussan

& Gould, 2014).Conversely, highnvolvement customers could produce the same or better
results by focusing on low cqshore direct media, such as direct maifail or even mobile
applications like SMSs. The obviously higher return on investment of the marketing strategy
for the highinvolvement segment has to be pitched agaimstsignificant cost of getting

those cumers to the point of high involvement, through online surveys, focus groups,

feedback from poinbf-sale devices or service call centres.

The ideal would be to attract a bigger pool of highly involved customers, through consistently
delivering better tAn expected products and services that support the product. This consistent
overperformance will lead to a satisfied customer base that will be more likely to purchase

more products from the same company in future.
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3.5. CLIENT SATISFACTION

As defined in 3.2, client satisfaction refers to the manner in which a company meets or
exceeds a client's expectations. According to Gronroos (1993), establishing a relationship
with a customer can be divided into two parts: to attract the customer andldothz
relationship with that customer so that the economic goals of the relationship are achieved.
This implies that the higher the level of client satisfaction, the greater the likelihood that the
client will re-purchase and purchase more of thecompars pr oducts or servi
longer term reciprocally beneficial and loyal relationship. The fundamental principles upon
which such a relationship is built are mutual value creation, trust and commitment (Caceres
& Paparoidamis, 2007). Accordirig Oliver (1999), loyalty is the commitment to-lvay a
preferred product or service consistently in the future, or repetitive-seand purchasing,
despite situational influences and marketing efforts to cause switching behaviour. In the
financial plannng process, which is one of the cornerstones of the long term insurance
industry, trust and client commitment mediates perceptual communication efficiency,
technical and functional quality, all of which impacts the willingness to buy products from a
finandal adviser (Hunt, Brimbl& Freudenberg, 2011). Another factor that acts as a conduit
between mere satisfaction and loyalty is client engagement. Clients thasweeessfully
engagedelt a level of ownership, elevated levels of relationship satisfactotive client
involvement, more efficient communication due to higher levels of participation and personal
relevance and better client outcomes in terms of value and profit (Perlman, 2007). The
relationship satisfaction in turn could also stem from émgoyment of a professional
interaction on a technical competency level, especially where the relationship has moved into
mutual respect and understanding, which in turn leads to increased levels of commitment
(Pompian, 2008).

The link between customeatssfaction and brand loyalty has been established at both a
transactiorspecific as well as afi o v e resel (Dler, 1999). This means the behavioural
intentions of clients, especially to repurchase a specific brand, are strongly related to
satisfactim across product categories (Anderson & Sullivan, 1993). One of the most
important constructs in building client satisfaction is the quality of the service experience.
The clientds perception of the servitthe qual.
client 6s e xapdethe axtual pefsmamea @fered by the service or product
provider (Parasuraman, Zeitha® Berry, 1985). With its five dimensions (reliability,

responsiveness, empathy, assurance and tangibility), the SERVQUAL (seraiity) gnodel
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(Parasuraman et al., 1985) is still relevant in the financial services business. If none of these
dimensions are present (with the possible exception of tangibility in certain circumstances) it
is difficult to imagine a client being satisfidry a service rendered or willing to purchase
another product or service from a known brand that has disappointed in the past.

It is possible for an individual to have a consistently good service experience with a company
whose products he or she hasqppfwra s ed i n the past, not to con
again for purchase in the future. The constructs that make up client satisfaction are also
embedded within cognitive, rather than emotive human proce&sty and Thompson

(1994:9 definefi s aa d tsifasm@ s u mmar y psychol ogi cal stat
consumer when confirmed or disconfirmed expectations exist with respect to a specific
service tr ans acThé conmsistancy ofexperiences that saésy a customer is

also importantas companies cannot merely focus on their areas of control, but have to keep

in mind the total client experience. Take a bank branch as an example: it can facilitate quick
and effective transactions for a customer, helping him or her without havingttanv@mg

gueues and filling in unnecessary forms, but if no parking were available, it would most
probably not be a very good experience for the customer, resulting in an overall unsatisfied

client.

Expectation is a central construct of satisfactiorthwlients forming perceptions about the
anticipated product or service level from communications received or prior experience. In
this sense it is important to understand what is expected from clients, in order to deliver
something that at least matchhsit expectations. In cases where there are perceived service
failures, the recovery process is more difficult than merely rectifying mistakes or closing
expectation gaps. It produces a double deviation effect, which Bitner, Booms and Tetreault
(199072) cescribeaa fiperceived i nappropriate and i nac
ser vi ce de |Notvoely does thg sustamerdnitially have bad service experience,
but he or she also does not experience an adequate-igil@xperience, leading tustomer
defection to other brands and negative brand perceptions being created in the market.
Customer complaints shoutberefore be seen as important feedback in the execution of a
desired customer satisfaction service delivery process and the reedisrthe receipt of

these complaints should be seen as a critical step to createetangelationships with the

client base. Negative emotions such as perceived injustice as a result of bad service lead to
negative behaviour and intentions towards bmand in the future. On the other hand,

95



complainants that are satisfied during the service recovery phase display a high likelihood to

purchase from the brand again. This service recovery strategy should includdctvendol

steps (Davidow, 200332) tooptimise the experience for the customer:

A

Timeliness, i.e. what perception is created with the consumer on how quickly the
complaint is handled

Facilitation, which refers to the adequac
the complaints

Redress, Wich refers to the benefits the client receives during the handling of the
complaint

Apology, which refers not only to the spoken apology to the customer, but also to the
deeper sense of acknowl edgement t hat t he
problemand are working on resolving it

Credibility, which refers to the depth of
have in dealing with the complaint

Attentiveness, which describes the manner in which the company engages with the

client in a positiveand collaborative way.

The process of delighting customers by consistently showcasing transparent, timely and

trustworthy behaviour, even when things have gone wrong, entrenchesionipyalty.
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3.6. CLIENT SATISFACTION AND LOYALTY

Loyalty refas to a client's willingness to stay with a company (Baumann, Elliddain,

2011). According to Reichheld and Sasser (1990), there is a positive correlation between
customer loyalty and profitability. When a company retains just 5% more of its normal
defectors, it can make additional profits of between 25% and 125%. This increased profit can
be attributed to lower marketing costs (direct marketing to an existing basé of eosts s 0
far less than public domain advertising), increased sales due tordoe whture of the

mar keting efforts and reduced operational

avail able on the system, with a history of e

Loyal customers are also less likely to switch when pricedsotily consideration and are
more likely to buy new products in brand extension categories than open market prospects
(Ammani, 2009) They also serve as a weoftmouth marketing force by recommending the

brand to friends, colleagues and family due to goast experience.

Repetitive purchase behaviour alone doesestablishloyalty or even commitment to the
brand,although it is a contributor to loyalt)Kban, Humayun & Sajjad, 2015\ myriad of

factors could influence customer behaviour, like theipndy of the branch, being part of a
group that is forced to purchase from a specific vendor (the classic group scheme offering) or
being locked in the relationship due to economic penalties or incentives.

On the flipside, attitudinal measurements alatte not offer conclusive evidence that a
cust omer wi || remain | oyal and repurchase
individual to like a brand, but not to use its services or products. A combination of
behavioural and attitudinal measurementggetber with product bias and satisfaction levels,
frequency of purchasing, brassgvitching propensity and total value of purchases made in
relation to the size of the clientds wall et
dept h of tlbyalty (Stieishtfel,rAlbrecat & Wong, 1999).

Customer satisfaction and loyalty have a -hoear relationship, as a client can be quite
satisfied with the product or the services rendered, but would consider another brand in the
future (Bowen & Chen, @1). The level of satisfaction iherefore the most important

consideration as with increased levels of satisfaction, increased levels of loyalty are observed.
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According to Oliva, Oliver and MacMilla(l992), a minor change in satisfaction can have a

dramatic effect on loyalty, which in turn, increases the frequencypfirehasing products.

This relationship between satisfaction and loyalty is usually moderated by other factors. The
propensity on the customer 0s dexpedeace, tpersomale e k d
characteristics such as income levels and demographic variables and the level of involvement
towards a company all play a role in this varying relationship (Heskett, Jones, Loveman,
Sasser& Schlesinger, 1997). This satisfactiwyalty link is strong, for example when a

customer gives involvement and experience higher ratings.

The measurement of client satisfaction and
terms of the sales and service experiencthesefore importantin delivering a positive

systemic outcome.

3.6.1. Measurement of client satisfaction

The importance of measuring the levels of client satisfaction cannot be underestimated, as it
is usually a key signifier of the sustainability of the business model througdrstaading

what clients expect of the company versus what the company has delivered in relation to
these expectationSingh, 2014) Although numerous measurement models exist, no one
model can be seen as definitive, as the variables and definitions ftla@ee@pen to

interpretation and the results dnerefore sometimes quite situational and subjective.

The expectancgisconfirmation measurement approach is based on what the client expected
in relation to what he or she experienced (YUksd&immingta, 1998). A tool widely used
as part of this approach is the Customer Satisfaction Index (CSI), which is based on

predictive models that are grounded in:

A prior customer experience;
A 'the customer ds per cei-sewride assessnentsaynpléteds ed o1
by the customers; and

A perceived value in terms of product versus price.

These inputs lead to a satisfaction score ranging between 0 and 100. Tiseryiost

guestionnaire is the informatiegathering device on which the Index is built and is
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completed by customers after the sale, service or any other interaction with the company has
occurred. Three criteria are rated in these assessments, which include overall quality,
reliability and meeting the custndicaterrofdtte ne e d:
strength of the service model and product quality of the company and is usually interrogated
by analysts in order to value the sustainahb

derivative, the stock value.

The performancenly appoach measures service elements related to transitional specific
events. The customer satisfaction survey is a tool largely used in measuring thieaseent
performance of a companyds service and inclt
as serice quality and satisfaction elements. It surveys customers immediately after a service
event has occurred to ensure that nothing is lost or forgotten. Through factor analysis, the
customer satisfaction survey consists of two measures, the Satisfactidhensbnal Service

Measure (SATPER) and the Satisfaction with the Service Setting (SATSETT) (Cronin &
Tayl or , 1992) . These two measures are focus
service delivered as well as the environment in which it wasetell, very similar to the

Service Performance (SERVPERF) model.

Moving clients from being satisfied to being loyal state can, however, not be done by only
doing the basics well. In the commoditised financial services industry, creating customer
value ouside of the normal produspecific value proposition has become an important

factor in engendering loyalty. This additional value is usually delivered through a loyalty

programme.
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3.7. LOYALTY PROGRAMMES

Loyalty programmes offer clients who act incartain economic way, for example staying
longer or buying more from the organisation, rewards for showcasing the behaviour. These
rewardsare manifested in various ways through points or statuses that facilitates levels of
immediate gratification redeeng for lifestyle enhancement, or discounts and enhancements
within the product already purchased from the company, which is usually correlated with
delayed gratification. Financial services operations have started to realise thétriong
growth and profability depend on their ability to attract and retain loyal customers
(Wisskirchen, Vater, Wright, De Backer & Detrick, 2006). This, together with the nature of
the profit calculation methodology that is used by players in the financial industry, wiith pro
expressed in terms of embedded value or net present value, makes it extremely important for
players in this industry to at least make clients as persistent (sticky) as the profit assumptions

of the underlying product streams that make up the eventttahiline.

Il n the r esear lbeleasraldosan avarpness bfenareased coimpetition based on
scale (due to corporate mergers and takeovers), new regulations aimed at protecting the
consumer and greater client savvy when it comes to produons@nd pricingn the South

African financial services industryn the recent past banks and insurers have tried to gain
cost competitiveness by cutting costs, streamlining business processes and boosting
workforce productivity (less people doing morer). These efficiency gains have resulted

in some positive shoterm spinoffs, especially for the analysts who have a big impact on
investor sentiment, but it has done little to spark additional growth in the business in terms of

market share or evenrinvation that leads to sustainability.

The institutions that do manage to establish {tergn profitable relationships approach three

elements simultaneously (Wisskirchen, Vater, Wright, De Backer & Detrick, 2006):

A They identify target segments of thearket and design propositions and experiences
that delight them.

A They deliver these propositions and experiences with a continuous emphasis -on cross
function collaboration, e.g. everyone in thempany;from the boardroom to the

frontline, focus on the paciple of giving every client what heants, how hevants it.

100



A They continually reengineer their processes to delight their clients again and again,
which can involve anything from training frohihe staff to packaging the product or

service in such a wathat it speaks to theustomein a delightful way.

The metrics employed to measure the success of these efforts are usually customer retention
rates and customer share of category purchase (Reichheld, 1996). Many firms have started
using loyalty programmes or frequency reward programmes as the key marketing driver to
maximise these ratios. Programmes like eBucks (FirstRand), Bluebeans (Standard Bank),
greenbacks (Nedbank), Vitality (Discovery), Multiply (Momentum) and Absa Rewards have

been providing (ihtangible benefits to customers as a reward for their repeated purchases (or
payment of premiums or c¢har glugng anm fongérteen ¢ o mp
relationships aréherefore the core of the mechanics of any loyalty programme, althibugh

is only supplementary to the product, service and sales environments of the company at large
(Gupta, Lehmann & Stuart, 2004).

Developing these programmes has become a big driver of companies to identify, maintain
and increase the output of the besttam®rs through a valuadded, interactive and long

term focused relationship (Mey&vaarden, 2004). This relationship has, however, to be
supported by personalisation techniques such as direct marketing and communication.
Through the programme, the compagn reward those clients seeking additional
gratification due to additional buying. This opens up a myriad of «<velisg and ugselling
opportunities and effectively makes it very difficult for a client to receive the same value
elsewhere, locking hinor her in a mutually beneficial relationship (Mey®iaarden, 2006)
based on trust, affective commitment and attachment to the organisation (Morgan & Hunt,
1994).

This can induce emotions in the customer such as pride for effectively paying less for an
esential service, usually seen as a grudge purchase, as well as feeling appreciated as an
individual. The stimulusrganismreaction paradigm (Blackwell, Miniar& Engel, 2005)
explains the loyalty programme phenoThenonos
stimulus (rewards) launch cognitive processes such as motivation, learning and decisions
within purchasers (the organism) and stimulates them to react by buying more or changing
existing behaviour. Buyers also weigh the value obtained from the reagadsst associated

expenses in an attempt to minimise household costs and maximise their value.
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Loyalty programmes have two possible effects on purchase behaviour: differentiation loyalty

and purchase loyalty. Differentiation loyalty alleviates pricesgmity for customers towards
competitive products and as a result makes them purchase more expensive products more
often (Reichheld, 1996). This loyalty effect can also be a result of sustained purchase loyalty
due to | ess exposur ks tan becfacihtgies tthrough rstebdm pr i c e
incentives such as additional points or additional discount when certain tiered levels or
statuses are reachehese wil| in turn, lead to longerm benefits being unbundled (Taylor

& Neslin, 2005) as can been inExhibit 3.2

EXHIBIT 3.2: LOYALTY BEHAVIOUR MODEL

Pre-

subscription
baseline

Points Rewarded
pressure behaviour

- Member
- Non-

Member

Period n-1 Period n0 Period n+N... Time

Card Reward is
subscription redeemed

(Taylor and Neslin, 200394)

Through integrated marketing systems and rewards, including economic and psychological
rewards, loyalty schemes motivate purchasers to decide whstep more frequently and
repeatedly than normally would be the case (M&yaarden, 2006). The existence of these
programmes and the additional value offered to the clientthglefore have a meaningful

impact on any kind of direagesponse marketingct i vi t y. I't shifts an

fromainhow can busi nesses mak paradigmmstd @memws clamy a |
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businesses in partnership with and consent of their customers be loyal to their customers, by

continually enhancing the value ttath ey o f f er t o (Rowtep 8087).c ust omer s

Loyal customeicompany relationships are seen as an investment in future revenue (due to re
purchasing of the companydés products and se
company (Gomez, Arran& Cillan, 2005). This competitive advantage is driven by the

notion that products and services can be replicated and levels of service can be standardised,
but that a loyal relationship cannot be created at will. It is becoming more difficult to create

such a dyal bond as there is no exact recipe to create it or in which timeframe it can be
created as the elements underlyinig itast and diverse. Genzi and Pelloni (2004) propose an
approach of creating bonded loyalty through emotional connections with tenihded

users of the product within the economic relationship with the company. This implies
connecting clients with each other to share experiences about the consumption of the
companyé6s products as wel |l as tddngerssodhisvas c e s U
one irate client can infect a lot of others, with historically positive brand paradigms, with
negativity and can damage the future purchase intention of these individuals. If done
correctly, the company can create a social link betvweemogenous groups of clients, which

will result in shared consumption by these groups and deep loyalty toward the company
supplying the product as well as the social connectedness with other individuals iR a post
modern society. (Mitchell &mrie, 2010). @stomer cecreation and c@roduction through

these social networks are also invaluable sources of direct market information that can help

an organisation with innovation, developing the appropriate loyalty scheme offering, and

designing the optimal cliemxperience.

Entrenching a service mind set in a company that will support all activities centred on
delivering client value, is necessary to create a consistently good client experience throughout
the client touch points in the client journey. This sem@nabled customer experience will
create trust in the company and make customers more willing to listen to new product

communications and respond positively to these messages.
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3.8. SERVICE-ENABLED CUSTOMER EXP ERIENCE

A S e r Jsiaeverdthat conjures wm interaction between a customer and a company after a
product has been purchased or a sertias been rendered. It plays an importald in the
satisfaction levels of clients, but it has the complexity of beifignau-ts & v fer@ompanies

rather thama competitive advantage, partly due to its fades nature (Gopala&i Schick,

2011). Customers do, however, have service needs during the sales process as well as
thereafter. Servicenabled customer experience is a strategy used by companies tlt see t
opportunity in creating a differentiated and unique experience by leveraging -@dteg
processes across the customer life cycle, starting with the sales stage. This process consists

of:

A targeting services that fifectycleasuah assntakinme r 6 s
information available during the sale of the product that makes it easier for the client
to make a choice and guides him through the buying process;

Aintegrating these services into ndyef compa
experience for the client after he has bought the product; positioning the available
servicesand specifically those that have the most touch points with clients into
marketing messages, thereby creating perceived value of these services for
prospetive and existing clients; and

A building a direct relationship with endsers or customers, without alienating

intermediary channels or distribution networks.

Creating servicenabled customer experiences with distribution partners can also empower
compam es to offer a singular, consistent buyir
if it is not under the direct control of the company its@lfoetzee, 2014)Optimising

marketing investment through poiot-sale support for advertising campaigns, mgk

marketing material (including application forms) available electronically from the
distribution channels, the sales process itself can be positioned as a service that adds value to

the client.

According to Gopalani and Schick (2011), there are seuverakt client needs during a sales
process. It is of vital importance for the company to find ways to ascertain what those needs
are and find ways to meet them. Some products have unique benefits or characteristics that

gi ve t he «c¢ompan ytiveadyantagal imtegrating theseo amgraeteristics with
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unique services can further enhance them. Connecting with customers through social media
could, for example, highlight content or benefits that resonate with the target market. By
grouping these needss articulated by the customers themselves together, it is possible to
identify gaps, as well as innovations in value propositions clients require. Designing services

that back up these new product and service features is then the next logical step.

Inthe r e s ear c h e rkéysparteoktpissprocessnscteengage regularly with clients,
especially after they first make use of a product or service, in order to empower them with
information to make them stay and also to continue engaging with thpantaxf the product

enhancements and service delivery processes going forward.

The presale phase of the relationship encompasses demand generation, where new clients are
generally reached by marketing communications in the public domain and existintg elie

made aware of new innovations through direct, more personalised communications. These
clients are more likely to srpur chase the companyds product s
experience and they were engaged with regui@betzee, 2014)Consumer @ucation is a

key part of this phase, as the average consumer does not feel empowered to make informed

decisions and needs support from somewhere else to guide him or her.

During the sale, it is important to consistently cater for different needssé®alfe has
become an important consideration, although clients need a lot of support here as well. When
expectations have been created about a product and the services supporting it, it is important
to at least meet those expectati¢@spalani and Schick®11) Very often, customers do not

know about all the added advantages that have been built into products and need help to
unlock these in order to fulfil needs they might not have realised they had. Due to the
intangible nature of some financial serviggsducts, this exercise can mean the difference
between a fantastic client experience and a regular one. Salespeople that explain the
integration between platforms and vakgds in a simplevay create so much value that a

great deal of the brand loyaltgtwveen the company and the customer lies in this interaction.

The pros of creating a serviemabled client experience at the sales stage has a direct impact

on how many product are cressld to existing customers, how deep the relationship with
thosecst omers | i e and how often those customer
services to their friends and become brand ambassadors.

105



3.9. REQUIREMENTS FOR SETTING UP A SERVICE -ENABLED
CLIENT EXPERIENCE

Two of the requirements for creating a servec@bled aent experience (Johnston & Kong,

2011)are the following

A Regular feedback sessions and interactions with customers through focus groups and
quantitative primary research techniques, online chat rooms, social media and from
feedback and statistics frorhent-facing personnel, such as call centre and field sales
and service staff. This enables a company to ascertain where the bottlenecks and
problem areas are when a client wants to acquire a product.

A Design services for each identified segment that nbt oreates a good customer
experience, but also offers a competitive advantage to the company. These services
should always be businesase based with fgurchase (crosselling), and bear

loyalty and advocacy in mind.

The customer plays a central role the establishment of any company, especially when
economies of scale ia key consideration, as is the case with most financial services

organisations. Successful companies are built by (Palmer, 2010):

A identifyingthe appropriate target market;

A communiat i ng the companyés value propositior

A keeping customers satisfied by exceeding their service and value expectations,
establishing a trusted relationship with mutual engagement as a cornerstone; and

A unlocking more regirocal value for them and the company by creeslting additional

benefits or services.
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3.10. SUMMARY

Understanding clients and their expectations of a company when delivering products and
services to them, is an important factor in building a sustEnalsinessTherefore, all
client touch points need to be analysed to deliver experiences that will support the business

objectives of acquiring, optimising and retaining client relationships.

Satisfying clientsd needsxpdriénces togrbatetaddéionad n gi n
perceived value consistently over a sustained period of time will lead to customer loyalty,
which makes crosselling additional products easier for a company. Additional value that is

not necessarily productlated in tie form of lifestyle benefits packaged in a loyalty
programme is another feature that has become expected from the market. The integration of
these |ifestyle benefits into the core produ
educator and engagkas also become a driving force behind csmkinitiatives. The more

loyalty members have towards a company, the better the chances customersetaimdzuh

engaged and made profit from.

A serviceenabledmind-set therefore starts with the firstlient touch pointsi becoming

aware of a companyd6s value propositions th
process that supports the selling of a product. These first impressions created by the company
will determine the extent of satisfaction doglalty in the future.
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CHAPTER 4
SALES

4, INTRODUCTION

In this chapter sales strategies and approaches within the financial services sector is
discussed. Building economies of scale through sales fulfilment has a dual effect on a
company's bottom line. Btly revenue is created through client acquisition and product sales
and secondl the servicing cost per cliebecoms lower as the cost is spread over a larger
base ofclients, in effect becoming more casfficient Building a client base through new
business activities, as well as optimising existing bases of client through increasedfshare
wallet activities, such as cresand upsell campaigns isherefor@ an important factor in
establishing a sustainable financial services compBmg. has to b&een in a cliertentric

context though, as customer satisfaction and engagement have to be considered throughout

the sales cycle, in order to optimise the sales opportunities.

4.1. BACKGROUND

Directresponse campaigns are planned and executed with thenabfoengaging with the
intended target market or selling of its products. Acquiring customers and receiving an
income is necessary for any organisation to become profitable. In financial services
companies, garnering a response from an advertisememiyithe starting point in the sales
cycle, as credit vetting, underwriting and affordability checks have to be done in certain
circumstances before the sale can be closed. Focusing efforts on client related outcomes
throughout the sales fulfilment process therefore an important driver of a financial
services company's business objectives. Exhibit 4.1, this process is explained, as the
marketing message firstly creates perceptions in the prospective customer's mind, which
influences sales numbers, whiin turn generates sales margins, profit in the form of net
present value, which in turn, if added together translates into customer equity and eventually

is manifested in markeapitalisation
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EXHIBIT 4.1: THE MICRO MODEL OF CUSTOMER EQUITY

YA YAYAYAYA
O & B B @ &

Marketing Customer Sales
actions ; CE
: perceptions generates Sales Summed
influence ; . enerates
custonier influence Sales Margins CLV creates g
perceptions sales Margin generate CLV CE MC

Where: MA = marketing actions; CP = Customer Perceptions; S =
Customer Sales; SM = Sales Margin; CLV = net present value of

customer generated profit; CE =Customer Equity or sum of all CLV; MC
= Market Capitalization of Firm

(Lim & Lusch, 2011649)
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4.2. CUSTOMER-CENTRED SALES STRATEGY WITHIN FINANCIAL
SERVICES

Financial services institutions have made cost efficiency one of their key focus areas over the
past couple of decades. Linking marketing activiteshareholder value iherefore an
important consideration for marketing practitioners, especially when viewed as -an off
balance sheet activity (Lim &usch, 2011). In a study conducted Bgcenture in 2011
(Anonymous1042), 90% of marketing executives the financial services sector were

focusing on price optimisation and cost cutting to drive revenue.

Costs in relation to revenue or income are not only seen as one of the key sustainability
factors for market analysts, but also as markers of theefldompetitive positioning of a
company?os product within their target ma r k
efficiencies, e.g. the adoption of technologies to better serve clients at a cheafievopts,

2013)

Oneof the drivers of this cosgfficiency is to identify prospects that fit the profile of the ideal
and optimally profitable customeasd that have specific needs andatact them through
communication and a good value proposition and retain their business;seliogs
additional products to them along the way, thereby unlocking additional profits for the

company and more value for the client (Symonds, Wrighttt 2007).

Putting customer loyalty at the heart of growth poses a big challenge to banks and insurers as
they have inthe past focused more on processes and cutting the cost to customers than on
skills or identifying segments of the market with specific needs that could be addressed by
selling the right products to them. This will become more important as customerarefect
mature markets such as first world banking and insurance (such as banks in the European
region) have started to double the normal annual customer defection rate (Mattila et al, 2010).
The same costutting wonders which have helped these institgtion the past, such as
technology, have also empowered the consumer to be able to switch due to the reduced

barrier to switching. It is simply no longer so inconvenient to change to another institution.

Customer defection has a big cost impact on firnostitutions as the cost of lost future
profits on existing clients, taking into account existing product holding and loss of future

sales, and the cost of attracting new clients through advertising and direct selling is
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enormous. Institutions find itander to maintain profitability than ever before. Creating the
optimal sales and valtextracting experience for customers from the beginning will make it
easier to crossell other product categories to them while they are still in the honeymoon
period wih the company (Symonds, WrighktOtt, 2007).

The first step in the optimisation of a profitable customer life cycle is to appeal to the hearts
and minds of the identified target segments upfrAotording to Cooper (2013), Abbugh it

may seem improbdd that financial products can be seen as exciting rather than grudge
purchases, it is possible to package these intangible instruments for specific needs in such a
way that it becomes a personal purchase decision. The communication of this personal
packag@ must follow suit in the personalisation stakes, as the tone, look and feel, and content
of the communication as well as the medium through which the message is delivered and the
description of the product must resonate with the intended audience. Stmaseopackages

can have a generic slant as well, focusing on some inegptgific issues and being the
consumer champion in that specificregdrcth  t he r e s e ar ankiegrfeeshave x per i
long been a contentious issue in the industry and plagech as Capitec, that have packaged

all their products ancharketingcommunication around this issue have deaey well. Other
industryrelated issues like linked investment service provider commissions and upfront costs
to the customer, as well as ttmes bank branches are open for business, are other factors

where a clever player could make an impact.

Targeting prospects with precision is a skill many players in the financial services industry
still have to gain. This skill is centred on turning taumser data into customer knowledge and
creating the insight with which to identify customer need gaps with regard to products and
services(Aquila, 2003) It is not only about the volume of sales but also the quality of the
sale that matters, as certairstamers are losieading at the start of a relationship and only

become profitable after initial costs, including acquisition costs, have been absorbed.

Winning over new customers early during the honeymoon phase byselbsg appropriate
products fron other categories to them, is critical to maximise the use of the opportunity.
New clients have the highest likelihood to defect to other brantiey came from other
companies to start off with and they need to experience as much value as possithle at
start of this new relationship. Another way to lock in clients is to set up communities-of like
minded individuals through technological tools like a blog or social media platform, who
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provide each other with advice on how to lower fees or obtain ab walue as possible from
their product holding (Melnyk, Calantone, Luft, Stewart, Zsidin, Hags&urns, 2005).

Managing the customerdés experience and not
holding will create a new level of goodwill and loyalas subtle recommendations on the use

of products and lowering of fees through the use of technology will create an emotional as
well as economic bondCoetzee, 2014)Listening to feedback from customers and
implementing changes as a result of this best is another way to become truly customer

centric.

I n the researcher 6s e x pirancialenstitugons ag ionovatieme r s d |
the pastbutin the last couple of years there have badwances in producprocess, client
experienceand interaction platforndesign over the past few years. Gouonicating this has

posed achallenge to these institutions as they laa&ancing innovation with credibility and
trustworthinessBeing different can be a competitive advantage though and inmesdhat

stand out from the crowd will facilitate cressll opportunities.
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4.3. NEW CLIENTS

One of the key drivers of future earnings is the acquisition of new clients. This can be
measured by the growth of the relative market share industry or by simply regularly
monitoring the companyds book of business, [
share is however affected by what the other players in the industry are doing, as well as other
macraeeconomic factors and is not mssarily a good indicator of successful campaigns and

operations.

An understanding of a companyds mar ket penet
has performed in the past and what the opportunity is for growth in the future (Davis, 2007).
The measurement of market penetration is facilitated by the market share index with the

following formula:

Market share index = product awareness x product preference x intention to buy x availability

of product x product purchase

1. Product awareness refeidt t he number of peopl e that a
product within the intended target market in relation to the total target market.

2. Product preference relates to how attract
the target market.
Intenion to buy relates to the attractiveness of the price of the product.
Availability of the product refers to the ease of acquiring the product, i.e. how easily it
can be found.

5. Product purchase refers to the perceived client experience during tHeapogc
process, the more positive the experience the better the rating on the market share

index will be.

Directresponse campaigns in the open market (public domain) are aimed at acquiring new
customers, as well as supporting diretrketing activitiedo the existing base of clients.

The effect of the campaign on gaining new clients can easily be calculated because these
usually run for a finite period. The calculation simply subtracts the existing client base at the
start of the campaign from the basfeclients at the end of the campaign. It can add further
detail by building in dedicated response mechanisms such as a text or phone number or

website that only serves the campaigns customer acquisition propose.
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4.4, CROSSSELLING (EXISTING CL IENTS)

Crossseling is the practice of a company to suggest complementary or additional value
propositions to its existing base of clients. There are three main strategies for a brand to
achieve better market penetration and growth. Either a brand can increase ity/slrass

selling additional products in new categories to existing clients, it can entice new entrants
into the market to buy its brand as their first consideration or get clients buying from
competitors to defect to its brand by a better offering (MubDdtyes & Sharp, 2006).

Many financial institutions believe that strengthening the relationship with their clients on a
product level across all categories of products will lead to better retention levels, due to the
cost to the customer to switch to othestitutions, as well as increased client profitability
(Cooper, 2013)An example of a crossell strategy in financial services would be when a life
insurance company offers its clients a sttertn insurance product, theoretically at a reduced
rate dueto personal data and risk factors being known to the company. Investingnts
customer relationship management systems, product discounts and staff trausoglly
accompany a crosselling strategy in order to take full advantage of the opportunity.

The traditional way of doing businessth a financial services company from a consumer
point of viewhas changed in the digital era as coansubehaviour hashifted from buying
products to buyinga value proposition that includes product, service axpergential
elements thdrm a relationship with a braritlaheshwari et al, 2014PDne of the important
factors driving real growth in the pestodern business world is how much the company
knows about their customers and how they use this knowledgetrieneh the economic
relationship. According to Bal and Gonzale¥Vertz (201116), three categories of market

leaders are emerging in this new era:

A Customer insight leaders, which refer to companies that can transform mere customer
data into something ofmeasurable value, especially in personalising value
propositions.

A Digital channel leaders are companies that create new products and channels by using
the digital innovations available, enhancing and or creating client experiences that is
just as valuablas the service or product itself.

A New era leaders, which are companies incorporating elements of both customer

insight as well as digital channel leadership.
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This kind of leadership leads to cost savings as they do not use generic marketing messages
thatdo not hit the right target (market), as well as empowering the consumer to be able to
choose how, where and when he or she wants to engage with the cagaitg, 2003)

This empowerment leads directly to an unprecedented flexibility and freedom for the
consumer, which will encourage more frequent engagement. The new era leaders also are
four times more likely to have the right analytics in place as well as-tbenenerce strategy

to be able to capitalise on their vast customer insight.

Baird and GonZaz-Wertz (2011) also identify three strategies in support of these new types
of customer and digital leadership: cost and complexity reduction, strategic service delivery

and innovative market making.

According to Baird and Gonzalé¥ertz (2011), ost aml complexity reduction makes
operations more streamlined, more flexible and more accessible to customers. This means a
lower cost in sales and service delivery, whilst unlocking a better client experience due to
simplification, especially where the peroedvvalue is intangible, for example in insurance

products.

Strategic service delivery encourages dialogue between the company and its clientele. This
fosters a mutual informatiesharing basis for a loAgrm relationship as ecreation occurs
regularly n terms of products as well as delivery channels. Customer convenience is
improved as a result of many of these endeavours, which is a very ggoddugt to have

gained in terms of new business drivd@8aird and Gonzale¥Vertz (2011)

Innovative markedrs making use of new digital platforms such as social media to create links
between stakeholders such as government, the larger industry bodies as well as consumers,
identify niches in products and service delivéBaird and Gonzale¥Vertz 2011) This on

going interaction also has its pitfalls, as competitors can undermine even the shrewdest
tactical marketing, but the true power of these platforms to create reciprocally beneficial

relationships have yet to be unlocked completely.
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4.5. IDENTIFYING PROSPECT S

New business origination is still the cornerstone of any business, whether it is run through
traditional or new era means. Creating leads or using the existing customer dataset as leads
for crosssell purposes remains the lifeblood of any organisatioatednining what
characteristics make up a good lead, in other words, and which leads will most likely result in
a sale, is however not an exact science and is usually determined by the direct sales
manager 6s previigwd d gledsteimaD@s). erhisotype of approach
obviously has cost, missed opportunity and wasted promotional implications, as it is usually a
hit and miss (mostly miss) situation. It would be highly beneficial if prospects likely to
purchase the ¢ omp atiied@rsd material draftedttcsaddressrtheir neats
specifically in relation to the features and benefits of the products.

According to classic customer buying behaviour theory (Robinson, &akisnd, 1967), the
different types of purchase situationg atraight rebuy, modified rebuy or new purchase.

This has largely been replaced with relationship marketing principlesshwéxplore
customer lifetime value through mutual trust, commitment and loyalty. Trust is based on
integrity and reliability, in ther words, whether the client has received what he or she was
promised by the company and whether his or her expectations have been met consistently.
Commitment from the company to the client that any breakdown in product or service
delivery will be inveigated and the appropriate action taken, engenders commitment from
the clienttorqopur chase the companyés products and
additional value offered though loyalty schemes or programmes does not only have an impact
on transactional or economic value, but also on emotional value as loyal customers perceive

that they are exposed to a better value proposition in relation to the rest of the market.

Il n the resear ciyéd @ deteeningnes existtmcfeed irt@ropensity to

crosssell model, but certain general factors will always determine the success of a campaign:

A Is there an existing brand relationship?
A Is the transaction mutually beneficial?

A Is the value of the proposed value proposition easy to uaddrsise and attain?

Monat (2009) asserted eight determinathtst drive consumer purchase behaviour. These

determinants are however situational in nature, which means that, although it is a determining
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factor, the weighting of the factors will differ thi every sales situation and product. These
eight factes are (Monat, 20023):
The prospectodos perception of risk
The prospectds perception of price or val

The prospectds perception of his.urgency

0
0
0
Availability to prospect of a better deal in terms of competition
The prospectd perception of his needs an

The prospectd .perception of quality

o To To To o o I I»

S

s

The prospectds .perception of service

The prospectos. ability to purchase

There are clearly also other factdis consider when determining what defines a good
prospect for the companyés product s, such &
channel fitt some prospects are better served through atfefaee rather than a direct sales
approach, especially the product is technical by nature, and a needs analysis has to inform

the fulfilment process, as is the case with life insurance products we | | as the p

available time could all impact the outcome of a sale.

The issue of timing the salesfectly has led to some companies applying theipisme
philosophy of logistics and supply chain management to sales (Green, InBieou&2011).

This justin-time (JIT) selling strategy will couple buyers more tightly with sellers as needs
are fulfiled as they arise, with the added pros of cost savings through lower stock levels,
better administration efficiencies and higher customer satisfaction. Satisfaction is certainly
one of the biggest pur chase driver s, toget hbeamd andi t h t
product promises. @en, Inman and Birou (20082) define JIT selling as followst A | ust
in time seller exhibits the ability to build value throughout the selling process based on
organizational capabilities to deliver zero defect quality, aea0ance quantity, precise en

time delivery and the ability to minimise total waste and total cost throughout the production
and mar ket i dlfselpng needs o Heebmckad up by the JIT operations, delivery
and JIT production capabilities fortid create the competitive advantage of producing and

personalising products and services when required.
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In financial services companidbige buyingof a product from new clients (kkapplying for a
mortgage) or an alteration of an existing prod(gitents paying more into a mortgage
account than the required minimunonthly premium) can trigger an immediate opportunity

to crosssell something elseValenzuela et al, 2014However, these triggers need to be
backed up by processes to fasick the cross e | | productds natur al su
t he r esear c hhsrmgans tleakapreongage applieant will, for example, receive a
life insurance offer from the financial services company it applied to, as the need has been
identified fromboth the company (to be covered in case of death of the mortgage holder) and
the applicant (in case the dependents want to continue living in the house the mortgage is
required for should he or she die). Most people see this form of life insurance wdge gr
purchase and would not volunteer to purchase such a policy if someone else did not position

its value to them.

Some other examples dpplying a clientcentric mindset tocrossselling are where
additional benefits ar existm@apladorma(e.ga addigobal rsk on t
cover like disability or dread disease cover on top of the life cover that the client already
owns) and which, if bought, would unlock more value in the original prodocthe
resear cher defulfdmep & these saleseshould be made very simple to facilitate

a smooth and easy process for the client to move from being a single product holder to an
entrenched muHproduct client.

A distinction should be made between campaigns aimed solely at exibéntg for cross

sell purposes and campaigns that will use mediums in the public domain to convey the
marketing and sales message to elicit a response from open market conasndessussed

in chapter 2The factors affecting the outcome could broadithee same, but the weighting

of those factors differ, as existing clients with an established relationship with a company will
respond differently to a message aimed personally at them to a message that is generic and
aimed at the general consumer, albaigeted at a specific segment.

118



4.6. SALES PERFORMANCE QUOTAS

A directresponse campaign can only be judged successful once it has reached its sales
performance benchmark or quota. These quotas are sometimes also referred to as sales
targets; this impés that a periodic growth in sales or inflated quota to be reached with an
additional sales effort from the distribution network is expected by shareholders and
management. These quotas usually apply to one or more growth objective, but centre on
product sles and customer acquisition. It is a tried and tested method of motivating sales
staff, guiding them on where to focus their energies and it serves as a benchmark for
performance evaluation. The following methods are useful when setting sales pec®rma
benchmarks (Davis, 20@7%):

Sales from a previous campaign, relative to the money spent during that campaign
Di stribution channels and sal espersons?d

Revenue goals committed to shareholders and management

o To To P>

Size of sales generated by diragilsponse campaigns relative to the total sales

benchmarks of the sales force

A Estimated income potential to the sales person should they achieve 100% of the sales
quota

A Published learning from competitors (through seminars amdecences) regarding

directresponse campaign successes and pitfalls.

Directresponse campaiggiriven sales quotas, set up to support the overall business
objectives, work well where salespeople and management work together with the marketing
team when p@nning and executing the campaigas discussed in chapter I the
resear cher dhis na vnfyemsures rvaluahle reciprocal feedback based on past
experience, but also fine tunes the capacity planning of the sales channel and ensures a
consistat sales experience for the client, as the product fulfilment has the same content and
overall theme as the advertising he or she has been exposed to during the awareness phase of

the decisiommaking process.

Activity quotas focusing on outputs througldhe sales funnel (lead to prospect to paying
client), can underpin sales quotas to ensure that all clients who have responded to the
advertising are serviced. These activity quotas usually include the (MacDorwli&cey,

2009):
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A Total number of leads aessed by the sales person and closed. It is important for the
management team and the marketing practitioner to deliver on the promises made and
expectations created through the advertising the prospective clients have been
consuming. This quota will ensu that leads are not closed randomly, but worked
properly in order to ensure that 100% of respondents are engaged, even if it does not
result in a sale.

A Total number of interactions with every lead. In the pursuit of sales, the salesperson
needs to closthe sale with as few interactions as possible. The management of this
personds engagement with the customer to
managing the sales channel 6s cost s. Quot :
quickly, without@ mpr omi sing the quality of the cus

A Total daily talk time if a direesales call centre facilitates fulfilment. The
infrastructure and variable cost of a fulfilment centre has a huge bearing on the total
budget available for a direcesponse campaign. How many calls the sales force can
make and how much time is available to follow up on the responses received, will be
the difference between success and failure. thésefore very important to ensure

optimal productivity is mainiaed during the fulfilment process.

The marketing and sales management team must define these indicators, which will guide the

activities and behaviour of salespeople in achieving the sales quota for the campaign.
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4.7. THE SALES CYCLE

Most companiedhave tried to gain the competitive advantage during the last decade by
engineering optimal client touch points in the client experiences of engagement through
service and loyalty offerings (Johnston & Kong, 2011). Little attention has been paid to the
touch points of product awareness through advertising or the buying process for a client after
he or she has consumed the marketing and bought the product or service, which can at times
be extremely tedious and illogical. Whatever the product or service beught, the client

will have an experience while doing so. It can be good, bad or indifferent and the engagement
offers an opportunity for an emotional connection that will engender loyalty and repeat

purchases in the future (Berry & Carbone, 2007).

Inth e r es e ar c h ehe idcseasedkcpnaplexityewitlinethe financial sector is a result

of legislation, accelerated financial innovation and product choice for customers. This has
also given customers the option of engaging directly with brands og dm through an
intermediary. This choice is largely dependent on the complexity of the product and the role
of advice in the sales process. The simpler the prahdtiexperiencehe easier it is to buy
directly from the product suppli¢Crosman, 2011)The choices a customer makes can also
determine the perceived ease of doing business with a company. In some instances, using an
intermediary removes a great deal of the complexity, due to the outsourcing of the
administration, and also offers the cligm¢ace of mind since a product selected by a
specialist shoul d fMalenzuela et &l,h2814)this sanstatdeimtddas n e e
good experience for the customer, even when the supporting processes were quite complex.

Some metrics that reporhdhese events in the cycle (Beam, 2006) incthddollowing

A The call to finalised sales ratio. This refers to the number of calls an agent makes in
relation to the number of finalised sales.

A The survival ratio, which tracks the falff after every eent in the cycle, which
includes the prastages, the meeting, qualifying the lead, making a proposal and
closing the deal. This gives a good indication of where a consultant encounters a
pipeline in the process, as well as serving as a proxy for cliemtrstadding. If an
advertisement is misleading or vague, chances are good that it will not result in a sale.
This can further be expressed in the number of enquiries or responses, marketing
gualified leads, saleaccepted leads, salgsalified leads, closksales ad lost sales

(Schwartz, 201@:3).
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A Money in the pipeline. Reporting should be done on all stages of the cycle, including
how many deals still need to be closed, the probability of closing and into how much
money this translates.

A Customer satisfaicin scores are important when positioning new benefits or products
to customers. There is a definite correlation between satisfaction scores and sales

conversion rates (Banker Mashruwala, 2009).
More traditional sales metrics measure the number ofonsgs, the number of qualified

leads, the number of sales, and the relative acquisition cost per campaign and customer. They

aretherefore verifiable.
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4.8. CAMPAIGN RETURN ON | NVESTMENT

The return on investment derived from direespnse advertising will be different for every
campaign and every organisation as different objectives and profit benchmarks are set as the
desired result. The process of calculating this return on investment will however be quite
generic (Phillips & Phillig, 2000) as is reflected Exhibit 4.2

EXHIBIT 4.2 THE RETURN ON INVESTMENT PROCESS MODEL

Isolate profit
Collect eHecl aof B Calculate

D =R data during

return on
investment
targetin
monetary
terms

campaign return on

campaign investment

and at
completion . (Total profit
of Calculate effect - total
campaign total costs costs)

Calculate return on

investment success ratio

(Phillips & Phillips, 200010)

This process incorporates the earnings base value (profit) and cost elements already
encapsulated in the proposed riostmodel, but it is expressed as a ratio which, when viewed

as an important indicator of success, can help manage theupakKethe cost (in terms of

what is yielding the best result) or the profitability (in terms of which segments are most
profitable)while the campaign is being run.

4.8.1. Fixed advertising cost

The fixed cost of a campaign is the cost of all the elements needed to produce the various
advertising material, as well as the set cost of the sales structure necessary to make the sales.
These cets therefore reflect the production cost of the television, radio, outdoor, press,
magazine and online advertisement, without the variable cost of the media that need to be
bought for flighting, airing or placemeriClark, 2003) The sales force cost le€ts the
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setting up of the fulfilment centre, as well as the sales support cost in the form of business
development managers or a service centre for the distribution network, which can guide the
sales force through the sales process with query resolgimtation generation and other

administrative needs.

I n the resear disdxed sost eegupes rai balanced appraach, as many
campaigns focus on frequency of rotation and not necessarily on the quality of the material
produced or, worse, osetting up the sales environment properly before launching the
campaign. This leads to negative brand perceptions and a poor return on investment, due to

lost opportunity.

4.8.2. Earnings-based value of sale

Different companies within different sectors of tirahcial services industry have developed
different standards of accounting, calculating and projecting pr(fit®, Lim & Park,

2009) In the insurance industry, the embedded value of policies are calculated by projecting
all future premiums of a policggainst risk factors that affect claims ratios, such as health
and other demographic variables such as occupation, age, income and geographical location,
as well as acquisition costs that includes sales force commissions and incentives. This is then

expresed in a margin descriptor called embedded v@eenkin, 2008)

In the banking industry the same terminology is used for a book of business that is focused on

the short term (usually over the companyds
costs and infrastructure costs such as technology, buildings and HR are then taken into

account to ascertain what the profit margin wouldf&patrick & McQuinn, 2008).

I n the resear ¢isextrénely ngopant for ea marketing practigonto
understand the accounting principles and philosophy of the company to be able to give an
understandable report on the return on investment of his or her marketing campaigns. The
value of the sales made as a result of advertising spend can thenl\beregp$enced as a

book of business to ascertain whether campaigns can be deemed successful or not, especially

in relation to the set targets.
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4.8.3. Cost per sale

Cost per sale is defined as the cost of selling a single unit of the product that is mapketed

to the point where the final acceptance, fulfilment or payment of the purchase is made (Davis,
2007). This cost is calculated by adding up all the ATL (if any) marketing costs such as
advertising expenditure and beldheline marketing costs such asrelit communication

costs (including postage andrail and texting costs) to existing and prospective clients as
well as operational costs such as data capturing and application fulfilment costs; direct sales
forces costs, including infrastructure and eaonables; commissions to third parties and sales
support costs such as marketing material and promotional gifts. This total cost is then divided
by the number of finalised sales achieved within a specified time frame, and a cost per sale is

calculated.

4.8.4. Cost per lead

Cost per lead is calculated by adding up all unduplicated responses from individuals who
have shown an i1interest i n a companyds prod
marketing element (Davis, 2007). These prospects have indicateddhavdnt to receive

more information or that they simply want to start the application process for the product or
service that has been advertised. These leads do not all become finalised sales due to reasons
such as a misunderstanding of the product adeertlosing interest in the product during the
application process, not qualifying for the product due to affordability, credit screening or
other criteria.As discussed in chapter 2, direct response campaigns need to support the
overall business objectdg, by eliciting a response from a base of clients or consumers. The
cost of acquiring these leads needs to perform to the benchmark set in the planning phase of
the campaign in order to ensure that the sales and profit goals are reached.

4.8.5. The effect of irflation

In the economy, inflation is the price increase of goods and services over a period of time.

This reduces the purchasing power per unit of money and its measurement is expressed as the
inflation rate (Manki w, 2 thé ihpact of lthe inflatlorerate e s e ar
on the media spend of a direct response advertising campaign that will be running over an
extended period of time, will be negative, as the frequency of the advertisments will be less,

due to media cost increases. Thised to be catered for when planning and executing

campaigns.
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4.9. SUMMARY

Setting up performance benchmarks that support the business strategy guides the marketing
practitioner in creating a marketing strategy. It is important to include all financial, sales,
creative and medigelated variables, as these factors all contribute towards the success of a
campaign. These variables dinerefore interrelated and should not be viewed in isolation as
doing so can give a skewed impression of what should be delivetedria of sales, profit

and cost management.

Different campaigns will, due to the differences in their business objectives, include different
sets of performance indicators. A retention campaign, aimed at a targeted sample of the
existing client base, wilnot have the same success indicators as an acquisition campaign,
communicated through public domain media. All of these marketing efforts can and should,
however, be planned within the marketing strategy and budgeting framework and need to
include careflly considered performance benchmarks against which actual campaign
performance can be measured. In the next chapter the research philosophy and methodology
will be discussed.
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CHAPTER 5
RESEARCH APPROACH, DESIGN AND METHODOLOG Y

5. INTRODUCTION

This chater describes the strategy and design of the research undertaken, as well as the
process of collecting and analysing the data, the results of which will be presented in the
following chapter. The proposed model is exploratory as it consists of bothtgtremtand
gualitative variables with absolute and subjective outcomes. For the purposes of this study a
distinction is made between operarket campaigns, i.e. diretsponse advertising
campaigns incorporating elements that are in the public domaingaangdaigns aimed at

existing clients or affinity bases.

5.1. RESEARCH APPROACH

A triangulated mixednethods research methodology was used, which incorporates both
positivist and interpretivist elements. Mixed methods researth irgesearch design with
philosophical assumptions as well as methods of inquiry. As a methodology, it involves
philosophical assumptions that guide the direction of the collection and analysis of data and
the mixture of qualitative and quantitative data in a single study or seriassudfes. Its
central premise is that the use of quantitative and qualitative approaches in combination
provides a better understanding of research problems that either approach gloresivell

& Plano Clark, 2007:5)

The variables within the model wemeasured through a questionnaire consisting of pair

wise comparisons. The comparisons made by the sampled respondents lead to a weighted
model with prioritised variables that can lead a marketing practitioner through planning,
benchmarking and analysingnospaigns. Data from previous campaigns were also-fiteol

by the application of micreconomic game theory modelling through the use of the EViews
software to prove the model s predictive cap

5.1.1. Research philosophy

The philosophy of science inarketing has been debated vigorously over the last couple of

decades, with four main issues constantly emerging (Hunt, 1990):
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A The scientific status of marketing

A The most relevant philosophy to guide the study of marketing

A The decision on which scientifimethod to use in a marketing study

A The role of truth in marketing research, and how it is defined and portrayed.

This is a result of the abstract nature of some elements of marketing like creative design and
conceptualisation, which have definite insfs| on the marketing work delivered by a

marketing practitioner. These intangible factors, together with pressure from shareholders and
management for budget accountability, have driven the marketing fraternity to embrace

empiricism and positivist methodujies.

5.1.1.1. Positivism in marketing research

Since post second world war times, the search for legitimisation as a science has driven
marketers and researchers to create a single body of classifications and theories, based on
guantifiable measures, which ifl@pted and applied could predict the outcome of future
events (Brown, 1997).

Positivism as a philosophy facilitated this search for legitimacy perfectly as it assumes that:
A objective reality can be captured:;

A the observer can be separated from the suljetter and will not influence the

outcome;

>

observations can be applied universally; and

A causality is reciprocal, i.e. all effects have causes and all causes have effects.

This positivistic approach to conducting research leads to knowledge that iablerénd
tangible. This philosophy also assists marketing practitioners to align their outputs with
profitability and cost minimisation, as well as logistical efficiencies with marginal returns
(Hirschman, 1986).

The focus igherefore on testing theags through the use of quantitative data and analysis.
Positivism seeks to understand phenomena through the analysis of variables and can use large
amounts of data in order to reach a reliable fartd r theoty, which can be used to predict

future events. De to the nature of the positivist philosophy, the researcher must be
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emotionally dispassionate towards the objects being studied as emotional involvement could
create bias in the observations. However, this creates a research blind spot, where the
underlyng meaning of behaviour is sometimes overlooked, which can lead to the wrong
conclusions being drawn. The positivistic perspective that the researcher stands outside the
researched world has also proved to be problematic, as human emotions and corssetctedne
the broader environment is a natural occurrence, which makes complete objectivity very

improbable.

5.1.1.2. Interpretivism in marketing research

The quality of the research interaction informing the data, especially where intangibles like
previous experiere or timebased knowledge can enrich the understanding of the subject
matter, has become so important that it is encapsulated in the interpretative school of thought,
embraced by many marketers. Interpretivists believe that reality is not objective &and tha
everything is relative to ti me, environment
being as being important, which encapsulates movement through time as the consumer

continually emerges (Hirschman & Holbrook, 1986).

The interpretive procestherefore has no predetermined set of variables within which to
work, but seeks to understand human behaviour by interrogating all possible avenues to
encapsulate théd w h ywr@ i w h eamd not only thei w h aahdd h o wGwllecting data
through the interpretizve process is difficult as a lack of uniformity or a finite set of answers
makes analysis difficult and time consuming (SzmigirFoxall, 2000). It also means the
interpretative process can lead to a set of varying alternatives as different researctesutc
from one observation or information source is possible, which can be counterproductive
where definitive answers regarding consumer behaviour are needed to guide future-decision

making processes.

5.1.1.3. Constructivism as a form of interpretivism

Constructivem has its roots in the pestodern world and can be described as a proliferation

of subjective and objective influences that guides actions, which in design incorporates both
guantifiable and qualitative inpufsiu & Chen,2010) The volatility and uncertainty of the
marketplace with its seemingly unlimited choices of products and services, together with the

individualistic view of the consmer 0 s need for personalisat.i
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societybs diversity, o-mbdern phidosophy (Dawesd& Broang a mp | €

2000). A postmodern society is typified by a movement from industrial application to
information access, fromanalogue to digital technologies and from knowledge and
knowledge management to the creation of meaning from fragmented information. This has
led to a breakdown of conformist ideologies and an acceptance of differences to create an
environment where themeergence of @ g1 o b a | ¢s avitnsesgeah §Venkatesh, 1992).

The heterogeneity of the market and the power of the consumer have led companies to
change business models and engage consumers differently in order to attract and keep them

as clients.

The postmodern view of society is that descriptions of human behaviour orsabgective
understandings (Lupovici, 2009), together with subjective knowledge such as experience and
data from the past, can help shape data or knowledge for the future (B88win, 1

This means that constructivist research needs to identify both causal and constructive
relationships in order to create meaning and knowledge about the sMygahed,Nunes
Martins & Peng, 2014)The interrelatedness of what affects and what informs decisions and
behaviour within markets is of key importance, as it unpacks why pecplevhat they do

when they act and when they act.

5.1.2. A mixed method approach

Due to the nature of this study, which incorporates both positivist and interpretive

philosophies, a mixed method approach was necessary.

According to Davies and Fitchett (2008he current paradigm in conducting marketing
research is largely dictated by a static or retrospective view through the application of a set of
logical criteria, definitions, divisions, distinctions and difference (DavieSit&hett, 2005).

This naturallyoffsets different approaches against one another, as aitigelitative or

guantitative, positivistic or interpretivistic approach is taken to research.

Although the positivist and interpretivist methodologies differ, the convergence of these
methodscan lead to a strengthened research proposition. Lupovici (2009) emphasises that
they can be combined in a fixed way to provide different insights into the research subject.

This combination also works to remove bihatthe separate methodologies coultteduce
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(Lin, 1998) as the positivist process identifies generalities through quantifiable measures and
the interpretivist process seeks to understand how these general patterns function in practice.

This is done by insight into how the different variahieteract.

In applying exploratory designs within a mixed method approach, researchers first collect
gualitative data before analysing the qualitative data to enable researchers to build on the
gualitative data to create the quantitative foHop (Harrson & Reilly, 2011). Building on
gualitative data can involve identifying the criteria or variables necessary in the quantitative
phase, as well as generating a fixed classification set. Exploratory designs facilitate the

development of new instrumentsdaie testing or refining of new theories.

Through qualitative inputs, this study identified which variables needed to be included in a
new measurement instrument (in essence a quantitative model). The relative importance of
these variables was assignesing a decision tree and weighting methodology through the
application of analytic hierarchical processing (AHP), which is a structured technique to
anal yse and organise complex decision makin
tested by fitting he model with real (historic) campaign data. Mieenomic game theory
principles were applied, which isolatéte weighted elements which hadhegative impact

on the planned outcome of the campaign.
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5.2. RESEARCH PROCESS

The research process used iseatd inExhibit 5.1

EXHIBIT 5.1: THE RESEARCH PROCESS

Exploratory phase: Qualitative
focus groups were conducted
to determine all appropriate
variables impacting the
outcome of a campaign
Research instrument:
Questionnaire was developed
using pair-wise comparisons
on da 5-point scale

Sampling: Respondents were identified according
to their field of expertise and invited to participate
in the study

Data collection
method:
Respondent
completed
AHP pair-wise
comparisons

Analysis:
Weighted Analysis: Retro-
direct-response fitted historical
advertising campaign data
metrics model

Analysis: Compared
expected results with actuadl
results using game theory
modelling

Findings: Determine

success/failure rate

and identify areas of
improvement
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As discussed in chapter hig study investigates whether success in its varying levels in
directresponse advertising campaigns in the fai@nservices industrgan be predicted by
focussing resources on the most efficient and effective inputs. This investigation was
facilitated through the proposedietrics model, which uses both objective and subjective
inputs. This is important as a balance needs to be found dretilve relevant inputs which
determine the eventual success or failure of a campaign, many of which are creative or
abstract and evoke emotions from target audiences, and objective or verifiable outputs to be
able to determine what the likelihood of thesess of a campaign will be. The research also
aimed to analyse campaigns retrospectively and to identify which elements of elsganbse
advertising campaigns could be improved on to deliver desired results in the fthare.
analysis of the outputs a@f campaign can also be used as part of accountability measures for

the marketing function in financial services companies.

The main research problem of creating a new direspponse advertising metrics model is

underpinned by three constructs or-gubblems:

A what i mpact previous client i nteracti ons:e
products or service has on the outcome of the campaign

A What impact the creative elements and choice of media used has on the outcome of
the campaign

A Which performancednchmarks should be used to determine the desired outcome.

5.2.1. Sample

This study was aimed at sample frame of 35&harketing professionals in the financial

services industryRespondents were purposefully samplsdidentifying individuals within

the biggestfinancial services companies, listed on the Johannesburg Stock Exchange,
representing more than 50% odnd inviedthemn tot a | ir
participate in the study. Due to the duality of the campaigns being researched for this study

(the open market, which includes television, radio and digital advertising, and existing client
campaigns, which is commonly knowniad r adi t i onal )didistiecion wasar k et
made in the sampling of respondents, as the practitioners of the ditigrestof campaigns

were able to give inputs relevant to their specialised fields of expertise.
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The sample frame included individuals working in the foagd shorterm insurance
industries as well as the formalised banking sector. Although there argriad njob
descriptions and roles within the marketing fraternity, for the purposes of this study, the

sample was divided into two categories:

1. Openmarket marketers, which included advertising, marketing and brand specialists
or strategists; and
2. Existing book marketers, which included cliemtented specialists, direatarketing

and communications managers and practitioners.

This categorisation was done in order to gain insight from marketing practitioners with
expertise in one of the two types ofettresponse campaigns in the weighting of the themes
identified by the qualitative research and that were included in the proposed marketing

metrics model.

Respondents from three of the four major banks, representing more than 80% of total market
share as well as respondents from three of the major-teng insurers, representing more

than 60% of total market share and three of the major -sont insurance companies,
representing more than 50% of total market share participated in the study. Ti$edrea
sample consisted of 103 financial services marketing professionals or 29.2% of the sample

frame.

5.2.2. Data collection

The respondents accessed the questionnaire online using LimeSurvey software. LimeSurvey
is an opersource online survey tool that enablesers to design and publish surveys, as well

as to collect responses, without doing any coding. The responses from the survey in this study
were then stored and analysed to create a reliable metrics model. Two types of respondents

were earmarked to reae customised questionnaires:

A Openmarket or public domain marketing respondents (questionnaires were
completed by above the line marketing piteaners and strategists).
A Respondents working with campaigns aimed at an affinity or existing client base

(questionnaires were sent to traditional dirswrketing specialists).
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Historical campaign data was then retrofitted on a weighted model throughenamomic
game theory principles. The EViews software was used to analyse whether or not they were

successfl in achieving their direetesponse campaign objectives.

5.2.3. Research instrument

The respondents judged these constructs and variables th/waigtic Hierarchical
Processing AHP), which uses paiwise comparisons on a fiy@int scale to determine
relatve importance or weighting through Expert Choice, software developed specifically for
AHP. The multiple variables within the research framework were paired off against each

other.AHP is discussed in detail in chapter 7.

A phased variables prioritisatiggrocess was undertaken through AHP to finalise the model.
First, variables addressing a theme as identified through the qualitative research were
grouped into clusters and given specific, labelled names. These labels were then used in the
first round of gantitative analysis, which consisted of weighting the themes in order of
importance through the results of the paise comparisons by using AHP through the
Expert Choice softwardxhibit 5.2represents the constructs, themed labels and underlying

variales.
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EXHIBIT 5.2: CONSTRUCTS, THEMED LABELS AND VARIABLES AS
IDENTIFIED BY QUALITATIVE RESEARCH

I O

Customer Customer satisfaction score

satisfaction Sales experience rating

Loyalty programme penetration
Loyalty Loyalty programme usage rates

Customer Retention (% more retained)

New customers acquired
) o Ex-clients reacquired

Client acquisition _
Crosssale ratio (target)

Future purchase intention (brand equity)

Lead to sale ratio
Contact to sale rati
1. Sales Total sales target
Total sales reached

Sales capacity (optimal number of sales daily)

Cost per lead

Cost per sale
Performance o )
Advertising cost to sale ratio
benchmarks 2. Cost _
Return on marketing costs

Profit/cost brealeven

Margin given away as incentive

Earning-based value of sale

Inflation assumption

3. Profit ,
Market share growth (value to volume ratio)
Profit growth
ARs
1. Reach and
Number of responses
frequency

%of target market sold
Marketing efficiency

5 Creati it Advertisement recognition
. Creative quality .
Advertisementecall

3. Public relations PR value added to campaign
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The themed labels underlying the constructs were used during the first quantitative phase of
the study to determine weighting and importance. This means they are reflected in the survey

with 72 pernutations through pawvise comparisons as reflected in Table 5

TABLE 5.1: EXAMPLE OF PAIR -WISE COMPARISONS WITH THEMED LABELS
(EXCERPT)

Which variables are more important in planning and managing the successful

execution of a directresponse advertisig campaign?

Customer satisfaction Sales
Loyalty PR
Profit Cost
Client acquisition Reach & frequency
Sales Creative quality
Cost Loyalty
Reach & frequency PR
Sales Loyalty
Creative quality Profit

Expert Choice further applies the strength of prioritisation from the responses to the variables
through weighting, which is presented both numerically and graphically. Through the process
of ranking and weighting the objective and subjectiveciactontained in the model, the

reliability of the model is determined.

5.2.3.1. Consistency

The responses are displayed in a-page matrix, as portrayed ihables5.2and5.3,

TABLE 5.2: PAIR-WISE MATRIX T EXPLORATIVE METRICS MODEL

I I N N N

Customelexperience
Performance benchmarks B - -
Marketing communications efficiency C - - -
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TABLE 5.3: PAIR-WISE MATRIX T THEMED LABELS

RO DO

Customer satisfaction | A | - | | | | | | | |
Loyalty

Client acquisition

B

C

Sales D
Cost E - - - - -

E

G

H

Profit

Reach

Creative quality
PR I - - - - - - - - -

The result of this interactive questionnaire (which tested the relative strengitendand

as subfactors with every respondent) is that a weighted model can be presented in terms of
priority and importance. This model iserefore flexible, as it needed to cater for the two
types of direcresponse campaigns relevant to this stadg showcases differences when
applied for these different campaigns. Dependent on the weightings given to the variables, it
is envisaged that it could reflect different views (Jedbles5.4 and5.5), as logically the

factors influencing success in terofscost, customer acquisition and profitability differ.

TABLE 5.4: AHP PROBLEM STATEMENT WITH ENVISAGED WEIGHTED
OUTCOMES MODEL FOR AN OPEN -MARKET CAMPAIGN

Problem statement

Create a marketing metrics model for direzgponse advertising
Criterion 1 Criterion 2 Criterion 3
Customer experience Marketing communications Performance benchmarks
Client acquisition Creative quality Sales
Loyalty Reach & frequency Profit
Customer satisfaction PR value Cost
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TABLE 5.5:AHP PROBLEM STATEMENT WITH E NVISAGED WEIGHTED
OUTCOMES MODEL FOR A CAMPAIGN AIMED AT EXISTING CLIENTS

Problem statement ‘

Create a marketing metrics model for direzsponse advertising
Criterion 1 Criterion 2 Criterion 3
Customer experience Marketing communications Performance batmmarks
- D
Loyalty Creative quality Profit
Customer satisfaction PR value Sales
Client acquisition Reach & frequency Cost

The validity and reliability of the instrument can be determined by calculating the
consistency ratio. Aonsistency ra of 90% in the application of AHP is necessary for the
study to be seen as valid and reliable. A consistency ratio was calculated by means of robust
mathematical analysis programmed in Expert Chdkcscore of more than 0.900 wouldr
exampleindicate that less than 10% of the responses and rankings were the result of
inconsistencies within the rankings indicated by respondents and are consequently seen as
logical and consistent. A consistency score of less than 0.900 (or inversely, an inconsistency
swre of more than 0.100) iherefore seen as unreliable and invalid, due to too many

inconsistent answers.

5.2.4. Analysis

Different types of analyses were used during the course of the research project. During the
focus group phase, a content analysis was dordentify themes that address the issues
highlighted by the objectives of the reseafske chapter 6)These themes were used to
verify and explore all relevant variables that impact diresponse advertising in the
financial services industry and Wwothese could be linked back to the variables in the

proposed model.

Thereafter, a quantitative survey was done using AHP, which determined the weightings and
i mportance of the model 6s constructs and

detailbelow.
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The final step in the analysis of the model was to apply game theory modelling, which was
used to test the robustness of the proposed model for practical use in the financial services
industry. Historical campaign data for both types of campamggre used in this phase of
analysis.

5.2.4.1. AHP and its use in creating a performance management system

(@) Background

The challenge facing marketing practitioners is to devise a set of indicatbrd @s h boar d o
comprising offi h a rordgaantifiable numbers (reaalymber of responses and sales) as well

as qualitative elements such as creative factors (design, copy, creative theme) and
psychological factors (likeability) that predict the outcomes of a campaign when different
media and channels are used. This daslbebouldtherefore be able to rank areas of

priority where the bulk of the budget and effort should be spent, in order to obtain success in
the campaign that needs to be aligned with the benchmarked business objectives (Melnyk et
al., 2005).

The metricscontained within this dashboard need to be consistently applied to ensure
alignment with the companybs strategic obj e

verifiable measures that consist of thremreents (Melnyk et al., 200%14). These are:

A f telspecific measure that is being measured;
A the standard against which it is measured; and

A the context or environment informing the

There is often a disconnect between what is measured strategically in the form of
profitability, market shareand return on investment and what is measured operationally,
usually focused on desired conversion rates and targets or minimum efficiencies (&hugan
Mitra, 2009). This disconnect manifests itself in the inability of marketing practitioners to
satisfactaity report on the executed campaigns to the executive or board which, in turn,
makes the future investment process through approved budgets a loaded and complex one.
Linking these metrics into a comprehensive format that would satisfy both immediate
operaional needs antbnger term strategic objectivegould mean translating higher level
outcomes into detailed, desirable actions in the lower levdisrefore, a performance

measurement system is needed to translate and integrate these metrics (Al&eoar, RI
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Ferreira, Schmitz, Priscila, Lima &lanso, 2006). The performance measurement system
supported by the model proposed in this study aims to create alignment-ardinadion
between the different levels in a company. The alignment will ensuretithigigsc objectives

are supported by operational actions anebmbnation will have to occur because of the

interdependency of the different functions within an organisation.

(b) Benchmarking

Benchmarking is the process esbrbusioessppaactices g a
against those of its competitors or those in the industry seen as leaders (Camp, 1989). The
goal of benchmarking is to determine where a company can improve its operations or
offering to enhance its competitive positioning, whichl wesult in sustained, lorterm

profits. It has however been inhibited in the financial services market by the intense
competitive nature of the industry (ArnéttPoulsen, 1997) and in some instances legislation

has prohibited even the most informalpafrticipative practices, like setting up indusivide
benchmarks t hat withtalpp | enak e ¢ dilmpard ieson s pos
definitions of benchmarking exist, but for the purposes of this study benchmarking is defined
as an ofgoing continuous @ivity, whereby key activities or internal processes are adjusted,
performance is monitored, new comparisons are made with the current best performers and

further changes are explored (Holloway et al., 1999).

Benchmarking in financial services can betegarised as qualitative and quantitative
comparisons thatreflect the needs of marketing, strategic planning and executive
management working in retail financial services, as well as financial services for the affluent
(e.g. private banking) and corpomts, including small to medium enterprises. Retail
financial services encompass all operations that make up insurance and banking activities for
individual users. There are many methodologies of benchmarking and while these different
methods are organisetifferently, they all share an important stage at the beginning of the
process. This stage is determining what to benchmark. If this initial stage of planning the
benchmarking process is omitted, the subsequent stages of collecting and applying data will
be mostly wasted effort (Partovi, 1994). With the application of AHP the marketing outputs
necessary to determine success or failara direcresponse advertisinggmpaign can be

prioritised and the key elements highlighted.

141



There are two types of bdmmarking, namely process benchmarking and product
benchmarking. In product benchmarking a process of reverse engineering is used to

di sassemble a competitordos seemingly superi
the organisation learns abouttheo mpet i t or 6s producto6s design
manner in which the product was assembled. Process benchmarking is a directed focus on an
internal process to ensure continuous improvement. This involves identifying benchmarking
partners or pacsetters in a specific industry or discipline within an industry and using their
methods as guidelines in the process of improving specific activities.

Although there are two types of benchmarking, there are four ways of idegtifyin
benchmarks (Partovi,99426):

A Benchmarking can be done through internal operations. Usually the best performing
unit within the company can be used, provided it delivers the same type of output as
required for the study.

A Competitors can be benchmarked and, although ituite difficult to get all the
information required due to competitive advantage secrecy, it can be quite useful on a
high level.

A Bestin-class benchmarking refers to benchmarking processes of industry leaders that
are similar to the company doing the blemarking, but are perceived to be the best at
what they do.

A Strategic benchmarking integrates competitive analysis andirbelstss bench
marking. This process identifies how a company should position its products and
services in relation to its comptetis, andshowcasswhich processes or functions are

necessary to support these products and s

For the purposes of this study, the selection process of the elements and categories to be
benchmarked was done on both a gatiie and quantitative level. The researcher identified

key success factors throutjie focus group discussioasd used these in conjunction with

AHP to ascertain priorities or the importance of elements in the -oqal@d the proposed
marketing metrics nael. The elements contained within the model were process
benchmarked using the strategic benchmarking method of identifying benchmarking partners
and it reflects the following goals (Lu et al., 1994):
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A To provide an instrument to assist a decisitaker b better understand multriteria
problems

To offer a logical, systematic and uggendly tool

To adapt to a variety of decision situations

To better understand internal capabilities artérnal environmental impact.

o Do Do Do

To increase quality and produgty levels of marketing practices

(c) Performance measurement through an inputput model

The proposed marketing metrics model that is central to this study implies that the
performance of certain key success factors should be measured. Many ofubbsas cost

and return on investment calculations and targets or benchmarks, have been the realm of the
financial departments in large corporations. There are, however, severe shortcomings in the
existing accounting systems, especially when examiningraof which they do not have
managerial control (Unahabhokha et al., 2007). These measures have been criticised for
being too focussed on the short term and encouraging the minimisation of variance rather
than sustained improvement, lacking strategia$oand not taking the external environment

into account.

Some new performance measurement frameworks have been integrating both internal and
external measures, including financial as well as-firtancial elements. This integrated
approach also means thihe performance measures are derived from strategy (Kaplan &
Norton, 1992) and include leading and lagging indicators. Leading indicators measure the
factors that influence future performance, e.g. ad likeability impacts sales numbers, whereas
lagging irdicators measure the success or output of past activity, e.g. the cost per sale is a

lagging indicator of the efficiency of a direesponse marketing campaign.
As the proposed model reflectedErhibit 53 below is in essence an inpoitput model thia

creates a performance measurement framework, it combines lagging indicators to develop a

control mechanism, with leading indicators to develop predictive capability.
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EXHIBIT 5. 3: INPUT-OUTPUT MODEL FOR PERFORMANCE MEASUREMENT

Input (leading indicator) |'g "‘““"‘"} Output (lagging indicator)

Actual input
measure value

Actual output

Adjust
djus measure value

Adjust

Corrective mechanism Corrective mechanism

Goal or standard Goal or standard

(Unahabhé&ha et al., 20079)

This model is driven by mapping information from practitioners with regard to the input
measure values, including information from the knowledge base, which is then formulated
into a predicted output or predictive value. With the os&HP it is possible to handle the
complexity of the interaction between the leading and lagging elements as well as to assure
consistency between performance measures from one evaluation period to the next.
According to Abernathy (2001), the measuremdasign process should start with the
perceived ideal criteria and then compromise from this ideal to develop criteria that can be

defined and rated.

It is also important to limit the number of performance measures and remain focussed on the

goal of the mdel or decision to be taken, rather than on the process of involvement itself.

This inputoutput model for performance measurement is ideally suited to form the basis of
this study. It combines business objectives, benchmarks of performance of cedein dir
response advertising and its dependent elements and detailed measured actions into a model
that can predict and assess the success of a campaign, relative to its objectives through the

use of AHP. Uncertainty in the process of setting priorities {gdase, which media to buy
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to get the best results) and the use of a variety of different variables with diverse definitions

naturally lead to the use of AHP (Bayou et al., 2007).

This study aims to design a dirgesponseadvertisingmeasurement moddbr use by
marketing practitioners in the financial services industry. This implies the use of some
subjective criteria (e.g. customer satisfaction scores) and some objectively verifiable
variables (e.g. cost per sale and cost per lead). The AHP s#htisgthod was used to bring
different inputs together in one model that can help the marketing denisiker first,
choose what to focus on, in terms what to measure, and secondly, how to weigh these

benchmarked criteria against each other.

AHP has becme one of the essential muttiiteria, decisiormakingassisting methods in
business (Chen& Li, 2002) and is used by a vast array of specialists from fields ranging
from finance to marketing to process engineering. Saaty (1990) first developed thod meth

the early 1970s to assist the military in resource planning and allocation. It establishes a
framework that consists of groups of criteria that need to be rated through the use of a
customised questionnaire that collects the perceptions of key alewgiakers or opinion

leaders on both the groups of criteria and the criteria in itself.

AHP has several benefits (Saaty, 1994). It:

A helps to unbundle an unstructured problem into a rational decision hierarchy that is
similar to a decision treithis will be invaluable for marketing practitioners who use
their gut feeling to determine the malgg of a campaign to become more scientific in
their approach, even if only to prove their initial decisions were correct;

A extracts more information from opinion lead by using a paiwise comparison of
the groups of criteria and the criteria that make up the problem, effectively playing off
the importance or priority of these criteria;

T

calibrates weightings to the criteria;

A measures the consistency of the answersrgin the paiwise comparison to ensure
consistency in the ratings of the opinion leaders or deers@kers; and

A is composed of both quantitative and qualitative criteria.
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The traditional use of AHP is to assign weights to a set of predeterminatactitgually

gleaned from the practical experience of a researcher in his or her field of study, to choose
from several possible scenarios. It can also prioritise those elements in the business process
that have the potential to make a big difference enaverall profitability of the organisation

or in the outcomes of a diresponse campaign if correctly managed. This can help to cut

costs, assign resources where they can be used optimally and assure business continuity.

AHP involves a process ofxsmain steps (Cheng, Li &0, 200234):

1. Formulate a clear definition of the unstructured research problem. Researchers need to
know what type of problem they want to solve or what decisions need to be made
before adecisioncan be made on the methodpyahat is to be used.

2. Unpack the research problem into a systematic hierarchical structure. This hierarchy is
similar to a decision tree, in that it attempts to unpack an unstructured problem (with
objective and subjective criteria inherent to the [@ot) into several integrated
groups of criteria. The problem as defined in step 1 is called the first level, while the
first decomposed level is called the second level. Each of these groups of criteria will
then be unpacked further into another set ofedda and so on, until no further
unpacking is necessary. Criteria are mutually exclusive and their importance or
priority does not depend on the elements below them in the hierarchy (Partovi, 1994).
The number of criteria should be small to allow for ¢stescy.

3. Pairwise comparisons are then made by the decisiakers participating in the
study through the use of a specially designed questionnaire. Elements in each level are
compared to an element in the next higher level to gauge their relatioetamge.
Starting at the top of the hierarchy using this page comparison methodology, a
number of square matrices are formed. These are called preference matrices. This
means that if the group has four criteria, it forms a 4x4 matrix. The traditional
approach to the design of the questionnaire is apong scale (Saaty, 1980). The
decisioamaker (questionnaire respondent) participating in the research problem can
express his or her preference between every two elements as equally important,
moderatéy more important, strongly more important, very strongly more important or
extremely more important. These descriptive preferences are then translated into
numerical ratings 1,3,5,@nd 9 respectively, with the even numbers 2,4,6 and 8 as
intermediate ramgs for compromises where the respondent does not feel as harshly
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judgemental on certain issues as the 1,3,5,7 and 9 choices in the questionnaire would
allow. This rating scale allows the respondent to use his or her experience and
knowledge regarding thesearch problem when rating and weighting the underlying
criteria. The pakwise comparisontherefore represent the underlying constructs of

this study through an infinite number of combinations, led by deeisiank e r s 0
responses.

4. Ensure the toolsi consistent. The consistency measure is attained through the
consistency ratio. This ratio ascertains whether the responses given are consistent and
therefore valid to use in the decisianaking process and has to adhere to certain
standards or threshotansistency ratio values. These are:

a. 0.05 for a 3x3 matrix
b. 0.08 for a 4x4 matrix
c. 0.1 for larger matrices

5. Attain the relative weights of the criteria in each matrix through a sequence of
calculations. These calculations are driven by the gunamea vector of priorities or
eigenvector that is calculated for each paired matrix. These are normalised to 100% or
1.0 by dividing the values of the criteria of each group of criteria of the matrix by the
sum of the criteria values for that group. Tedigenvector is then obtained by adding
the criteria in each group (their group of criteria) together and dividing the sum by the
number of criteria in that group.

6. The total score is calculated by scoring the weighted criteria. This is done in order to
set up different scenarios or alternatives. This helps to identify important criteria;

criteria with higher relative weights are more important.

The use of AHP facilitates the identification of the necessary variables to create a generic
directresponse @vertising model that will measure and predict successful campaigns which

are aligned with business objectives. It will help marketers to choose the appropriate media,
spend the right amount of money and report on success and learning to better plan future

campaigns.

5.2.4.2. Game theory

Game theory is the study of mathematical models of conflict ardpemtion between
rational decisiormakers (Myerson, 1991). Newer studies regarding game theory support this

definition (Ambrosino, 2013). This means it is an as@\of multiple abstract concepts by
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multiple decisioamakers and how the choices these decisiakers make influence the
outcome of the interelated concepts, and how that, in turn, affects the concepts themselves
as well as future decisiemaking proceses. These concepts or probabilities exist in an
interdependent and ndmear environment that determines the outcomes or expected

usefulness of the concept being studied (Gintis, 2005).

Game theory is applied in economic science and was developetbydwo Neumann in the
1940s, but has since developed to be a widely used methodology to solve and predict
complex problems and answers (Hu, 2009). It allows all the elements being studied to be
ranked, which enables the participant or decisi@ker to plo all possible future outcomes.

The basic underlying premise is that every player who uses the model will have specific
preferences that will affect the weighting of the elements irfitigea m#ereby plotting a
singular, unique path to a possible outcoifiais is relevant to the exploratory model that is

the centrepiece of this study. Different types of campaigns are planned, executed and
measured through the perspective and individualistic approach of a marketing practitioner.
The elements of the campaigffecting the eventual result and its relative weighting in
importance willtherefore not necessarily change, but the application or decisions made after
analysing the underperformance of certain elements and the impact that will have on future

outcomeswill differ from practitioner to practitioner.

Il n the r esear tehfmandad sereicep irdustrye with is, sabtegories and,
specifically, the direetesponse advertising discipline can be seenfag a nwetlo multiple

players vying for darger market share and making decisions within the same set of rules,
capabilities, tools, and even potential resources as most campaigns of this nature are

businesscase driven and do not form part of management expenditure.

The analytical and predige powers of game theory have been further developed and
expanded by the inclusion of descriptions of psychological deemaiing and monetary
judgement processes instead of pure rational®yDoherty, 2014) This has led to
behavioural game theory, which includes human phenomena such as emotions, mistakes and
rule-of-thumb decisions. As the model in this study also includes subjective variables, such as
advertisement recall and recognition, purchase intention and experience ratings, in addition to
objective criteria such as the audience reached, return on investneharat profit margin

(all of which can be interdependent and linked in some way), game theory is well suited to
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form the statistical backbone of the proposed model as the model represents perfectly what is
referred to as a payff matrix (Schelling, 2010)Behavioural game theory aims to determine
how individuals will react or make decisions in situations of strategic interaction through the

use of objective, numeric variables.

Due to the interactive and interdependent relationship that exists betweatetinga
practitioners and their intended target audience, understanding what effect changes in
expected outcomes like response rates or audience reach can have on the success of a
campaign, is central to managing marketing spend optimally. Circumstanaks an
environments change over time, as well as driving forces of degisading within
consumer communities (Ponss&dSaulpic, 2005). Being able to predict what effect these
changes will have on planned activities and outcomes and having the flexibditiapo is a

practical application of game theory modellingxactly what this study aims to achieve

through the proposed diresponse metrics model.

Through the understanding of inteslated and interdependent factors that influence
campaign outcomeis relation to the intended objectives, triggers can be identified that can
be manipulated to achieve the intended results. An inverse afpaatrix that predicts the
effect of changed inputs on various other inputs can be used to identify thesestrifjge
matrix in Appendix 1 portrays what the model could potentially reflect.

EViews version 7.2 was used to process the data following the survey. The software
combines relational database and spreadsheet technology and is usually usedendsne
oriented econometric analysis. EViews interfaces with various programs for input and output

purposes, including SPSS, Excel and SAS.
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5.3. SUMMARY

This research study is explorative in nature and the proposed model that forms its centrepiece
uses both xasting and new variables, as well as objective and subjective inputs. This
complexity is further underlineby the belief in the marketing industry that certain things are

not measurable and that the disciplines of financial management and marketird reftoul
converge. The research methodology used in this stutigisfore a mixed method design,
incorporating both positivist and interpretivistin the form of a constructivist approach
philosophies and designs, to cater for the duality of inputshetonodel.

Both qualitative and quantitative methodologies were used. First, focus groups were used to
broadly identify the themes concerning marketing strategists and practitioners within the
financial services industry, as well as to confirm the viglidf the variables included in the
proposed model. Online surveys were also sent to respondents using LimeSurvey, which
facilitated the use of pawise comparisons within the AHP framework to assign relative
weightings to the constructs and variablestamed in the model. The final step in the
research process was to test the validity of the model by applying game theory modelling to

historical campaign data.

150



CHAPTER 6
MARKETING METRICS: A QUALITATIVE UNDERSTA NDING

6. INTRODUCTION

This research studymas to propose the introduction of a new measurement model for-direct
response advertising in the financial services industry. This research process entailed both a
gualitative and quantitative approach to incorporate both positivist and interpretivist
philosophies. The qualitative research involved fegtmip discussions with marketing
strategists and practitioners representing the disciplines required. This strategy was used to
confirm themes underlying the research objectives as well as to test tHityvafi the
constructs and variables contained within the proposed model. Four focus groups were held
and 25 participants represented the fields of direct customer communication and marketing.
They had experience in engagement, brand building, marketidgnsedia strategies,

campaign execution and distribution channels.

6.1. DISCUSSION GUIDE FOR THE FOCUS GROUPS

Although no formal discussion guide was used in the facilitation of the focus groups, as
discussions naturally gravitated towards the challengesetesskface, such as budgeting
justification and the difficulty in measuring subjective factors, the following questions were
also used to keep the discussion focused on the subject of this study:

A How important is measurement of your advertising campaigou?

A What is your ultimate financial goal with advertising campaigns? Is it to grow market
share? Build goodwill or brand equity? Make more profit?

A How are you currently measuring your campaigns, i.e. what marketing metrics are
you using?

A Do you benchmérthe efficiencies of media bought and their results?

>

How do you segment and measure the penetration into your chosen segments in terms
of sales or purchase intention?

What role does brand equity play in the success or failure of a campaign?

How do you visv the role of finance?

Do you believe in incentives in the execution of an advertising campaign?

How much does this incentive normally cost in relation to the rest of the campaign?

o To To o I

What role do media metrics play in the strategic planning and buyingdthe
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How do you budget for campaigns?

How does the profitability (if any) of the product or brand you are advertising affect
the budgeting and spend of a campaign?

When do you measure the campaiigiuring or after?

Do you take the effect of inflation intaccount when planning and budgeting for a
campaign?

What role does the customer satisfaction index play when benchmarking the success
to an internal base?

What research do you do when launching a new product? How does this affect the
creative execution dotal communication plan to existing and prospective customers?
To what extent do you measure brand equity, and how do you define it?

Do you test advertisement likeability before advertisements are placed/aired/flighted?
Do you test advertisement recogmit before advertisements are placed/aired/
flighted?

Do you plan for Public Relations (PR) valadd before a campaign? How do you
measure the value of PR received?

How do you measure Return On Investment (ROI)? What is your definition of ROI?
How do youdetermine which elements will give you the best ROl in a campaign?

Do you measure the effect a campaign has on the persistency (retention) of your
existing client base?

Do you measure the cost associated withaguiring old clients?

To what extent do yomove clients into other segments bysghling, crossselling or
removing existing (unprofitable) benefits to make them more profitable?

Do you ascertain the cost of ownership of your product to the customer before
planning and budgeting for a campaign?

How do you calculate the capacity necessary to service the projected number of leads?
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6.2. THEMES IDENTIFIED
6.2.1. Profit

6.2.1.1. Marketing in context of the business it supports and alignment with the

overarching business objectives

There was a general feeling in falur focus groups that marketing was a business unit and its

output should reflect what is needed for the business as an éntitye | i ke t o th
our sel ves as .gargets sf market share growthe sslespprofitability, client

product ratios, client retention and engagement and market positioning should all be
facilitated or supported by the marketing effofisdi 0 you generate busines
the primary focus. But agai n, iTHis mdamgitatn d s o r
marketing needs to be seen as an investment to ensure the future sustainability of a company
instead of purelyacost We have to take the |l onger term
invest in that, then we sit where we are today where we are scrambg because we ¢
growing the way welfteef aculdsconnest betweenwthenagailable
marketing budget and the overall business objectives, it will be a tough task for a marketing
team and their campaigns to deliver what is expediecd.o at some point we r

two percent that we maybe thumb sucked, we can actually try and start seeing that it is worth

it Wil 1% not give us the same what 2% is?
6.2.2. Client acquisition
6.2.2.1. The impact of brand equity and the creation of future puchase intention

on the success of a marketing campaign

The participants felt that it was easier to sell products or to entice prospective clients to
respond through advertising if the brand, its principles, products and values and how it fits

into the brader competitive space are understood by the target markeh ey 6ve est abl
t hat brand really wel!/l and theybve got S 0om
extending another product and people are qu
got this perception of this brand and they
going to work as well as my i nHBowever,nheyalso s wor
acknowledged that in certain instances a company using a direct distrisuéitegy is better
recognised and understood than an intermediated company, due to the sheer volume of
advertising necessary to create and maintain brand equity in the public déniam:c aus e of

their brokers and because of their distribution model, theyn 6t have as many p
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online to find them. Because the guy will pick up the phone and phone his broker. And often
he wonoét e Saatam, kefust wnowsthid lroker, Piet, sold him insurance. Whereas
the direct company, if | make a comsam of ourselves to the MiWays, Dial Direct, First for
Women, Hippo, etc., etc., we have a look at Google Inside Research and can see how strong
is the Outsurance brand versus the rest. We know for example that we had on average about
five times as many quies on Outsurance as what we would on a Hippo or on a MiWay or

whatever . 0

As this strategy incorporates dirgesponse advertising by default, it is also easier to link

brand strength with the outcomes of campaigns, as all client touch points areethanag
centrally:i And we have all these touch points in
clicked on it, ... he went to our Website, what did he do after that, how many clients. In
essence you can look at the additional online, additional marketing, wepasd people will

p h o n e Companies using an intermediated distribution strategy find it difficult to measure

the success of campaigns, as all the client touch points from response to fulfilment are
outsourced to a third party, which makes it diffictd manage the value chaif:You have
contr ol over how to spend but you donét have
because of The postsalebase ef lientsaoes, however, point to some measures

of success, as distribution willade more sales when a brand is wwelbwn:i s t i | | make \
healthy margins and afford to be more competitive. And that then makes you cheaper for so

many more people. So, the rates at which we convert quotes into sales, is world class. | mean,

wesellbeween 45% and 50% of all quotes we do bec
6.2.3. Customer satisfaction
6.2.3.1. Customer experience engineering as part of marketing campaigns

Making it easy for a prospective customer to respond is essential to run a successful direct
response campaignfiasb g component thereof is also conve
to make promises | ike SMS and wedol |l phone vy
before the €ondeniemde fattdrsethatanded to be taken into account are the
timing, medium of delivery, required response and the length of time a prospective client
needs to commit his or her attention to the response and sales process. The more choice a
client has in terms of responding to a marketing campaign and the more convegjaheit

better the results will be. Also, if the advertising creates the expectation that the sales process
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will be concluded quickly and this is not the case, it is detrimental to the success of a
campaignii f you donot del i v eo theyfisttanddovem@st is dive i | d
peopl e what t hey want i s therafoeeeimperatibeeto matcle x p e c t
client expectations during this phase of contracting. Removingsptestbarriers are also

important as the quicker the client is eggd with or given the capability to easily engage

with the company after the sale has been concluded, the more satisfied the client will be with

the choice he or she has made in purchasingthe prédé&cb t he good servi ce,
ultimately why ya have insurance that when you need to claim they musk.spad they

must do it properly. This has a direct impact on client satisfaction and retention.

6.2.3.2. Customer satisfaction measures

Customer satisfaction measures are incorporated into a myriadffefedi campaign

planning and management processes:t 6 s al so about tQustomsrer vi ce
satisfaction is especially used to identify the best bases for-selsgy purposes when

marketing to existing client bases: | can rea¢egr beeomesdil Om gi
S e r v iThe eneasures are also used during client engagement exercises to build deeper
relationships with clients with the loftgrm goal of retaining their business, as well as to

warm them up gradually for sales campaignssdme instances customer satisfaction ratings

are also incorporated in the sales agentsoéo
salary. This encourages sales staff to optimise the client experience during fulfiinfemt:d

there are key metrics, lve¢en eight and ten key metric[s] that determine their salary. And

that remuneration and performance is shared amongst all the people that are on that skills
set . So | can see whatdés ___6s earnings, I C
and this and this, but her own personal CSI sucks, for example. So she might be great at

selling, but her service is crap.o©o
6.2.4. Creative quality
6.2.4.1. Finding triggers in the value proposition that will entice the target market

to respond to norcore or valueadded elenents

Garnering a response from a target market in a commoditised environment such as financial
services is difficult without a differentiated offering or incentive in the message. The
participants in the study all felt poor results would be obtained bginémg with traditional

features and benefits advertisiigw e | | It mi g ht be their core p
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the boring stuff about transactional cheque accounts or your home loan or this or that. They

told you about what you really desperatelged is a tank of petrol. Or the cheap price or
whatever. So, tell the people what they wan
the academic part of the producto.

According to the respondents in the focus group discussimmk accounts, Ens and

insurance products are all perceived to be fairly similar in the marketplace. Thus, the
advertiser needs to break through the clutter and present something different in the form of a
trigger that will entice the target market to respond. Thesgersgcould be crystallised by
packaging the core product with valaed ded benef i ts that address
lifestyle needs and wants. This could entail loyalty offerings with benefits linked to other
brands or differentiated pricing or sesve of f er i ngs. Il ncentives Db
creative elements such as competitions, 4xstk rewards or price holidays also create better
response rates, although it is seen as an additional advertising cost and needs to be

incorporated into the lsiness objectives with carB:So our most recent re

action campaign is this thing about 6i f we
R400 cash©o. And since the time we started a
picked up. More and more people are sayidgh e y , I | i ke o0.tthsealsos o und

important to incentivise the sales force or distribution channels and pay them as quickly as
possible to ensure a quick turnaround during the fulfilment phase. Empoweringesales

with tools, calculators and consistent messaging in advertising also makes a huge difference
inconversionratesil j ust saw at a | aunch yesterday t
in getting the brokers another tool with regards to our lifeodarct, to get it easily
explainedo.

Another element which was discussed intensively was the emotional aspect of the creative
executioni The rest of wus wil/l follow our emoti on
our emotions. Financial services adwtgsing tends to focus on and target the target market
cognitively with facts about features, benefits and costs (or the lack thereof) dominating the
space. Connecting with the target market on an intellectual level and creating aspirational
motivation wil only yield so much in terms of campaign responses and saledher e 6s f i r
the emotional, you know that passion, that you excite me, | like the way you look, or | like
your car . But therebds some kind of bbishoti onal
we see I tds beneath us to speak to the perso
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propositionod, ne, and | want to cThgreibecaus

definitely room to include more emotionally focussed advertisiveg can tap into other

decisionmaking triggersii So | think people find it diffioc
t hat |l 6m going to receive in 20 yearso6 ti me
death cover, I 6 m n ehe denefitgob that. gSo how doeyrupgetrthaie n c e
message across that itdéds something that y O 1
emotional side of things and say O6because y

Becausea t 6 s goi ng mbd Understamding the psyoche of thén ansumer is key to

finding the right triggers and creating advertising or communications that successfully reach
decisionmakerssiunder st anding exactly the campaign
youdre pldcimg backgrnound in terms of reach

criticalo.

6.2.4.2. Making the intangible tangible through creative execution

Financial services products are intangible and complexh e i nt angi bi |l ity of
we dealwithisthatyyu canoét experience t Alerefoe, adduct 0 n
important to ensure that existing and prospective clients understand what they are buying or
have boughti we dve al so managed to take an intang
sell,ad make it fairly tangi bl e t hrChentguiveys o me o
give insight into these levels of understanding, as well as unpacking the small print into
something valuable to clients in order to make them aware of the importaneepifidc and

using the product until it comes to fruition. @ning engagement to remind clients of the
valueihow do we engage wit h asWwealasperipheralvedue ofand
loyalty programme tiens, play a huge role in building relatidngs with clients and driving

the true value of what has been bought home to the client. In the financial services industry

the value of many products, such as lbeign insurance risk products, is only unlocked in

the distant future and sometimes nevdrecause you can go for 10 years paying insurance

and not get CGonsgquently,mmrkebees hdveto create trust that the promises
made in the productds marketing and promot.

communication and sales topés well as aftesales engagement.

Respondents in one group also felt that maki

T for example through sponsorships and branding of pointsinmeaike it easier to make an
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intangible product tangibldiSo t hese guys are giving me mor

me out, | get free roadside assistance, | get free this, Igetdamoubus every t hree

There was a general feeling, however, that not enough is done to listen to the feedback
received fom clientssihow do we engage with the consumi
r e s p olmsbriednstances research insights are not incorporated into the product design or
marketing campaign purely because of time pressures and the sense of urgency within
corporations to be the firdb-market:ii Bi g busi ness doesndt mean Yy
business. You have to maintain that culture that you had when you were 20 people, when you
first started out. Or when youbdret Berd®ds peo®
much red tape and bureaucracy aOthHerameashpvel i k e
to go through so much red tape in assembling campaigns or communications due to internal
signoff processes, that the prospect of incorporating clieatlback as well creates the

feeling is that it is too cumbersome to go through the entire process again.

6.2.4.3. Timing of perceived gratification

In areas where the intrinsic value of a product will only be accessed by the holder in the
future, it is importanfor the marketing message to create perceived immediate gratification:
Afcoming to the whole issue on gratification
whil e youdre al so s ol viheregre vahoes table Whclyasedely gr at i f
used to create the impression of immediate gratification by answering the quedtian:w d o
you enri ch @ng poksibifiteis to\giveecReats access to additional lifestyle,
valueadd elements in the core produttn ot hi n g tnhhe billbgamsis abaiteheio

core product s. I t 6 s forlexampdeg discounts oraloyaityoboasterpaso d u ¢
well as discounts from other vendors and brands outside the financial space through loyalty
programmesfii t 6 s about ittt aHed bmabds rthattcannoffer you this better

|l ifestyle, this opti mal l i festyl eo.
The creative messaging shotietrefore not only focus on the loAgrm value of a product,

but attempt to incorporate as many of the shemi tieins as well to achiex better results:

Awe should be heavily punting our Rewards Pr
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6.2.4.4. Simplification

Financial services products are complex. There is always a lot of small print, with seemingly
hidden costs and terms and conditionat tbover the company more than it supports the
consumer. In order to break through this perception in the market place, it is important to

simplify the complexity into the gist of:

A what a product is aboufi So t heir campai gni ngsageso exc el
consumers is absolutely consistent. And we know, as consumers, from the inside
perspective, consumers have to heand a mes

A how it addresses the needs of the target market and how to buy it, throudfedpeci

channelsii t has to speak a | anguage that peop

The creative execution shoulderefore incorporate the big selling points whilst attempting
to trigger decisions from the targeted audience by making the product or service personally
relevant:n So t he <creativity is horrendous and t

struggling to crack and get the message acro

This process creates trust by being user friendly and easily defjveninsimple, single

minded messages. Simplification shothdrefore not only be used in the creative execution

of a campaign, but also in the physical execution during the response, lead, sale and
contracting phases. These messages carry weight whensiimple for the client to do
business with acompanj: Ther eds a common thread in the m
can see that someone cleverly thought about this and the messaging is short, sweet, to the

point. o

6.2.4.5. Creative elements and the role ofansumer research

The creative execution of a campaign needs to tap into what motivates the targeted market
segment on both an intellectual and emotional level in order to get people to respond to a
messagefiibecause the aver age pwvbatwesdal | kaybewdsingeh o we
l'ittle more advertising around product wher €

shoul d b uThisimpliesran imdepth insight into the market place to understand:
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who to target;
where to reach them;
what to say to them in the limited space and time bought with advertising spend;

how to say it, e.g. using humour, tapping into emotions or keeping it factual,

To To Do Do o

how to support it with the right design elements, within corporate identity guidelines,

to stand at from the media clutter; and

>

how to make them respond, e.g. using incentives or \zdds:

A fASo the capacity weobdre talking about he
traditional abovethel i ne campaign, just TV, rtteed i o, p
media that you can use to reach your client and get the message across and try and

get them to make a decision to buy your p

Although the participants acknowledged that limited or no formal research has been done on
their clients, some had @ess to a wealth of knowledge about their clients through mining
data related to their behaviour, albeit limited to the products they own. This knowledge
enabled them to speak more effectively to their clients and to meet the challenges raised

above, as wekas target pockets of clients more efficiently through pricing and migration

strategiesi So | think where we have a | ot of work
as an organisation in terms of the&sng#essagin
brandbés colour s, sounds, music and fonts i

connect with audiences on a sensory, as well as intellectual and emotional déivislings

that create memories (recall) and influence decisions (responses).

6.2.4.6. Creating or removing fear

One of the strongest emotions that can be used in advertising jsatearding to the
respondents in the focus group®ar feeds into the creation of needs of financial products:
AThese products are eomplaindat evdh,e nnave Ared dwae
it then wedm®es ian bt go U lkelaed VaRods ifeart dreoassocaated we | |
with financial services products the fear of dying and leaving loved ones in a financial

mess, not being able to tl@nsactions, buy goods and services, or not having a place to stay:

ni f you know full wel | t hat tomorrow you £k
di sability product and youdre now going to b

doyoustl not go along and purchase dThesafedrsl i ty ¢
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all feed the purchase of financial services products as insurance policies, bank accounts and
loans act as buffers to the fears. Removing these fears by positioning tbdsetpto a

specific audience is a strategy that works very well to boost sales numbers through direct
response meanst The whol e thing i s, if they donot t
R1000 a month to put in the Restirement annuity], or to gie someone else a million bucks

or whatever it is theyodére holding. o

Creating aspirational value through assigning status to the ownership of financial services
products, e.g. Gold or Platinubranded products, also speak to the fear of missing out if

thes products are not purchased and flaunted in social settings.

6.2.5. Reach and frequency
6.2.5.1. Integrating different media into a consistent message

Messages are only internalised and acted on after a couple of exposures. This makes it
important to be consistent acsodifferent media channel&: 1 t 6s actwually part
that you can use to reach your client and get the message across and try and get them to
make a decision to buy your product. That 6s
different medh and f or al | t he typéelbe canfpaigmmédssagec s t h
should be consistent as well as the design elements and how the brand is applied to ensure
quick and effective brand association. Longer campaigns which use a mix of media channels

will, however, have an impact on costs, although set costs, such as advertisement production,
become more efficient. There will also definitely be a evfppoint in responses when the

message has reached its saturation point so it is important to bblahget and response

efficiencies in managing campaigns.

6.2.6. Cost
6.2.6.1. Budget constraints and processes

In financial services organisations the budgeting processes supporting advertising and
communications to existing clients and the open market are not approaehngd
scientifically:it r yi ng to convince the powers that ©be
go and dhe phade &theé business cycle in which the company finds itself, decides

the amount of money that will be allocated to marketing efférts: mean, you need

analyse. If | just take the short insurance industry specifically the direct space, they have
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specific measurements. From an actuarial, mathematical perspective, you make a calculation

to say you know what, for every rand thagelt, for every 100 bucks that | get from a client

|l 6m happy to say that well |l 6m prepared to
but in terms of that what wil [Anéxangpleoféhisur n b
would be a startip kusiness that needs to establish its brand as well as sell products to
become profitablefii t depends on the | ife cycle, wher
just spend a lot of money for 60%, 70%, in fact 70%, 80% on just creating a brand out

t h e ringedtment in marketing spend would be necessary to achieve these goals quickly.

For more established companies, marketing budgets are allocated based on the previous

year sd6 budgets and the pehdmnrwande odrdt thed gne

of rely |l argely on what our spend has been i
Some participants felt that a % of turnover or prdfit§ o , i f we said that t
is 10% and our turnover i s Rrkegdn © spendlore n  we

b r a nstowl)l be allocated to marketing efforts (both brbniiding and directesponse or
sales campaigns) annually, to ensure sustainability through consistent brand exXpostrex t
your marketing/brand budget should be a perceedaased, it should be built into your
pr oduct Ofherssfalt that all.efforts should be businrease driven, with clear return

orrinvestment objectives and targets set for campaigns to ensure reduced wastage.

Marketers believe that their availaliladgets are never adequate for achieving the business
objectives and that the lofigrm positive effects of advertising are not understood by all
stakeholders in the business1 f you ask a mar keter whether h
answer is a strag h t 0 | Thdre ared diways questions about the efficiency of money

spent on marketing, especially which portion of the spend went the furthest.

6.2.6.2. Targeted marketing

Targeting the right market segment is essential to optimise marketing $pénd: md 0 0 s
your marketing mix youobve really got to unde
the demographics, the geographi csEkvenhvbees e hol d
companies do not have a formal segmentation model for targetipgges, it is inherent in

the business model in the form of pricing and product strategies. Although certain industry

segmentation models exist, like the All Media and Products Survey (AMPS), these are used
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only to enrich marketing strategies and are rs#duin isolation from business objectives:

AWebve got access to AMPS. But i todés not s o0 me
on. But when we are |l ooking into new media W
6.2.6.3. Management information on campaigns

Returnorrinvestnent numbers are used extensively in ascertaining whether-cisgrinse

campaigns have delivered the desired resiilid:o es it make sense for u
i's there a | ot of wa slhsoge instatcestthisyscalcolatesl pay i r
dividing the advertising spend by the number of leads that lead to quotes or sales to determine
which channels and messages delivered the best rédsuistd t hen al so, what
to reach our target audi ence? [lieng standaldaat 6 s vy
measure]8-10 for newspaper advertising versus TV advertising versus radio advertising? So,

how much does it cost us? And should it cost more to reach your target audience on the radio
than TV? Because that weayhdvaan3econdhakae, ssedyns e b
youdbve got to be msecordrgdioadefar 1 Q00 people.a. wosttomal 3 0
000 basis, how much more expensive is TV than radio? And within the different TV stations?
Given our discounts, given our dealsath we bdve got . Where is it t
speci fi ¢ Thesaldaleulatomrs ®oable marketers to identify the best channels for

their target markets, as well as creating insights into Rand per 1 000 reach statidticsd i f

you go and adveide on a radio or TV station that is not designed for LSWOBit is

designedfor LSM 58 youbre going to be paying full |
audienceéSo therebés a | ot of wastage. So, th
ofmetri cs, |l i ke how much wedre paying cost p

media [platform]. o

Having appropriate management information available to drive decisions regarding
campaigns igherefore criticalAi That we can oerrogate lba manyaddb asi s
have we got, how many sponsors have we got,
driving what. How much did we pay for those? And like he said, especially in the digital
world, all the way through to ... the ultimate effecttiihme tr adi ti onal worl d
not quite as scientific but recently wedve [
so a |l ot of people SMS you. Di fferent SMS n
you know, obviously an upticletause of our campaign and the message, which we think is

very power ful at the moment. 0
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6.2.7. Sales
6.2.7.1. The impact of distribution

Direct responses derived from advertising campaigns still need to be converted into sales:
Aour advisors ar e alksea..seling ioppertanities dhrouglte theirr at e
performanceb as ed s al aThe saky prdcessnis determined by the distribution
strategy of the company, with some companies outsourcing the fulfilment of the sale to
agents or intermediarieé: Pe o p loer,i cltaildty dondét go directly
invest in a retirement annuity for instance. Or go direct and buy a life insurance policy.
That s only now t ha tinsdane adses,dhesa entermediaries aneenotf o r €

directly on the companés payr ol | , but act as independen
sel l a compdrny®dk redcewdted: brokers away, S P«
rel evant to that Il ndustry, to help tFarem t o

some corpanies with more complex products that require financial advice to be given before
decisions regarding the buying of products are made, using an intermediary is essential to
deliver the best quality product, through the correct process to their custaritdrsot of wh a
webve done would have been an adhiisepodes adi ng
challenge to direetesponse marketers, because of the nature of the call to cfiop| e a s e
cont act y)owhich makesitkdifficulb to track how mgmesponses were generated,

as the information is neither owned nor can it be accessed by the companmy: pl at f or ms
channel, it would specifically be around level of engagements and the volume of leads. ... we

intrinsically look at those kind of numbes and t hen how do we suppor

The directselling environment is much simpler as the full value chain is owned by the
company and all responses are fed into the sysiieth:i +resporise campaigns are fairly
straightforward in the sense of measuriagher the response or it might be a tweet or
whatever t he . dhassmeakegnit gabyt to dremté management information

dashboardsh one agai n comes [bmarka gleomvenn tt oi rofuar vl tSi o

6.2.8. Loyalty
6.2.8.1. Client retention

Client retention 8 a business objective can seem disconnected from the goals of direct
response advertising, but this is notthecaseinal so made sense for th
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was a hook to increase loyalty in a business where churn is historically high, in the tesuran

industry. We | ose 18% of our clients every vy

Targeting the correct base of customers has huge implications for the retention of a client
through the client life cycle antierefore the profitability of the compey, as a great deal of

the acquisition cost is sometimes only recuperated after a considerable amount ibfytiraes ,
you want to generate a x number of new sales, but how many people did you retain? Our
industryé whether we like it or not, runs at about38% - 40% what we would call churn

r at iDoeotresponse marketers who are responsible for acquiring new clients should
therefore always consider retention as an important factor when marketing to an audience
and sometimes even include it as a key grerhnce indicator when calculating their
campaign performance benchmarks. The quality of the sales derived from the campaigns can
be directly related to client retention numbers, which makes quality an essential element in

the planning, execution and maeatent of campaigns.

6.2.9. Public relations

PR elements of a campaign have a multiplier effect on advertising spend as well as
generating trust and goodwill in the marketplatd: support companies whec
the world a better place. So you speakhoatt e mo t i Ensuring that imdependent

media credibly reports on newsworthy elements of a campaign can have an enormously
positive impact on the responses generated from that campaign. This can be done by creating
hype around the characteristics afbrand, in the form of ambassadors, sponsorships and
released statistics, linked to the functionality and benefits locked within the pradudtt i s i s

a new phenomenon and back then we didndét hay
staff helpig . . . out , and t hlen ptoh ent s e sndtinougheRRRit ssOtvu fe
cannot be planned in detail or even managed due to a lack of data and information, creating a
considerabl e amount of PR can stretch the

efficiency.

6.2.10. Existing metrics used to support identified themes

A range of variables are used to ascertain whether campaigns are effective. However, the one
indicator that was mentioned across the boardis daless it t he sal es, bec

thef i r st Thismat only indicates eventual campaign success, but is also an indicator of
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how efficient the sales force is in convert
Aitds trying to shorten thee pta Other indicatarsa k e i t
used in analysis of campaign effectiveness are reach statistics, brand recall during audience
testing sweys, frequency of advertisingnd the value of the marketing budget spent in

relation to projected audience reach numbershe media planning phasé:s al e s , brar
recal | and then maybe éthe hype created ar ol
p r o d WBoctalomedia engagement was also discusSeBie cause i nteresting
the ... space, this year alonethed s been a | ot more focus on f

i n terms of Hosveverithe tonsersus was dhat this channel is more appropriate

for servicerelated and client engagement purposes than for traditional marketing, especially
when atempting to sell a product or serviceAnd it 6s kind of | ike pec
got something to bitch about. Or compl ai n a
when they jump on Facebook. So our primary role is to monitor those platfodnsaie

sure whoés calling. To stop whatodés a potent.

Salesrelated figures such as the number of leads and conversion rates, includitg sale
contact and agent productivity ratios, are also important to be@bi@nage the fulfilment
cyce:AiHow many <call s, how many | eads were gen
valid | eads because you s dnyern&@W&cusged imdicatorsa me  t
for crosssell campaigns to an existing or affinity basé clients, such as customer
satisfaction and client engagement statistics, are used to target clusters of clients with certain
value propositions more effectively. The tracking of the responses are also an important
factorriever yt hi ng abk, b the dalecentré, gne the fiast guestions they ask

you is Owhat advertising pThie meahsetlht dedicatedt o p
response channels (such amail addresses or SMS numbers) need to be assigned to a
campaign to truly rindence its outcome. Some companies have developéduse metrics

to track campaign efficiencies. These metrics are based on product profitability, embedded
value and turnover numbers to ensure campaigns are busasessiriven and managed
effectively. The marketing statistics, in terms of responses, contacts and sales are then
expressed as a factor of these profitability indicators to ensure a consist apppridéehd v e g o't

a thing called a p factor, which actually is there to measure the overall success of ou
marketing spend. And it can be broken down right down into different media channels and

into different media owners. So we can calculate what is a p factor for TV and p factor for
radio. Within TV, what is our p factor for MNet versus SABC versus eTdvtham factor is
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simply the multiple of the number of months of premium that it costs us to acquire a client. So

it owi | say TV is running at a p factor of
somebodyo6s premium, o persoa.vSe if aug @/eragd premiantscpre i r e
R700 a month, and we say wedve got a p facto
client and get him on the books. Thatobés a s
premium that that ad spegde ner at es. That és the formul a. W

factor, or a cosper-lead, which is simply the advertising spend divided by the number of
leads that advertising has been generating. So that gives you an indication as to how many

qguotesdoes it generateo.

Brand awareness was also discussed intensely and although the equity within a brand was
thought to have an enormous impact on the outcome of a -daésgmbnse campaign,
awareness statistics in itself was generally dismissed by theipants as an indicator of
campaign effectivenes&t The bi ggest job as a brand is go
t r u Llient getention numbers were also marked as important to keep in mind when
targeting market segments to ensure that the posigarfithe message as well as the media

of the campaign reach the correct audience.
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6.3. SUMMARY

The focus group discussions contributed towards @epth understanding and identification
of the themes that are essential to build a metricsehfod directresponse advertising in the
financial services industry. These themes contain all thdasubrs or variables that need to
be taken into account when campaigns are planned, executed and measured. The themes

identified, in no particular ordef importance, were as follows:

Client acquisition
Client satisfaction
Cost

Creative quality
Loyalty

PR

Profit

Reach and frequency

To T To o To T To o ITo

Sales

Table6.1lindicates the subactors or variables linked to these themes.
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TABLE 6.1: ESSENTIAL THEMES AND THE SUB -FACTORS OR VARIABLES
LINKED TO THEM

labe | vaiables |

Customer satisfaction score
Sales experience rating
Loyalty programme penetration
2. Loyalty Loyalty programme usage rates
Retention (% more retained)
New astomers acquired

Ex-clients reacquired
Crosssale ratio (target)
Future purchase intention (brand equity)
Leadto-sale ratio
Contactto-sale ratio
Total sales target
Total sales reached
Sales capacity
(optimal number of sales daily)
Cost per lead
Cost per sale
Advertising cost to sale ratio
Return on marketing costs
Profit/cost brealeven
Margin given away as incentive

1. Customer satisfaction

3. Client acquisition

4. Sales

5. Cost

Earningsbased value of sale
Inflation assumption
Market share growth (value to volume ratio)
Profit growth
ARs
7. Reach and frequency Number of responses
Percentage of target market sold

6. Profit

Advertisement recognition

8. Creative quali
quality Advertisement recall

9. PR PR value added to campaign

These themes were weighted in order of importance for the successfutier of a direct
response campaign through AHP and by a survey containingvisgrcomparisons that was

sent to marketing practitioners and strategists in the financial services sector.
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The secondary research aims, as discussed in chapter 5, heg furtlerpinned by these
t hemeso®o u n drelated wariablps than tegrasent inputs as well as outputs
highlighted inExhibit 6.1

EXHIBIT 6.1: ALL IDENTIFIED VARIABLES FOR THE PROPOSED MODEL

PERFORMANCE BENCHMARKS:

CUSTOMER EXPERIENCE ELEMENTS

AND INDICATORS: * Per lead
* Per sale (marketing cost per unit)

» Customer Satisfaction Index
» Sales experience indicators
* Loyalty programme penetration rate 18. Ec
* Loyalty programme usage rate

19. When

* Market share growth (value to volume
ratio)
* Profit growth
« Effect on retention (customer loyalty)
» Effect on new customer gains
« Effect on re-acquiring
» Cross-sell ratio (if it is an existing
customer)

MARKETING COMMUNICATIONS EFFECTIVENESS AND EFFICIENCY:
1. Effective of campaign elements (ab ne, below-th

TV
* Radio
* Print - dailies, weeklies
* Magazines
* Outdoor
¢ Internet
* Technological tactics, including SMS, MMS, Mobizines, Bluetooth, blogs, SEO, e-mail, viral, social
media, digital signage.
« Experiential tactics, including industrial theatre, tastings, etc
* Promotions
* Direct mailers, pre-recorded interactive voice messages, statements, SMS, MMS, ATM messages
* Sponsorships and its derivatives

A: Penetration into targeted market segment derived from Audience Reach (AR)
B: % of target market achieved (sales made)
C: Advertising recognition
D: Advertising recall
E: Public Relations effectiveness (value spin-offs)
F: Below-the-line number of responses
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CHAPTER 7
MODEL CONSTRUCTION A ND VALIDATION

1. INTRODUCTION

The quantitative survey conducted for this study, was targeted at Marketing strategists and
practitioners within the financial services industry. A representative sample consisting of 352
respondents, representing all facets of the financialices industry, was invited to
participate. These respondents represented all the fields within the marketing fraternity, from
brand specialists, to client management and advertising specialists, as well as communication
and direct marketing practitionergull responses were received from31lfespondents,
representing a 22% response rate. These responses were used to weight the underlying
themes within the model, through the use of Analytic Hierarchical Processing.

7.1. MODEL COMPONENT WEIG HTING
7.1.1. The surveytool

The survey was facilitated through Lig&vey, an online survey tool, which utilises a five

point scale for paiwise comparisons, as detailed in the previous chapter.r@$monse
options were presented randontdyavoid repetitiveness from the resgents, which could

lead to invalid answers, as well as gross inconsistency. Although the survey itself is
completed online, the invitations were sent via&il to the respondents, with an explanation

of the aims of the study, as well as definitions & themes, contained within the paiise
comparisons, to enable a better understanding of the underlying variables within the proposed

directresponse advertising metrics model.

Updates and reminders were sent to the sample of respondents, in theeghsthare they
had not responded to the first invitation to participate, in order to reach a representative

number of responses.
The themes contained within the pailse comparisons were identified by incorporating the

feedback from the focus groups wahresulting clustering of the underlying variables. The

themes and their definitions are:

171



7.1.1.1. Customer satisfaction

Customer satisfaction implies to what extent customer expectation was met during the sales
and aftersales phases of the client life cycletherefore includes metrics such as customer

satisfaction, member experience and sales experience ratings.

7.1.1.2. Loyalty

Loyalty implies better (in terms of rates) and lontggm retention of clients, as well as
commitment from clients through involvement Ioyalty programmes and reciprocal

engagement between the company and the client.

7.1.1.3. Client acquisition

Client acquisition is the capability of a
purchase intentionis ability to crosssell effectivelyto existing clients, r@acquire clients

that have left in the past and create sales opportunities to acquire new clients.

7.1.1.4. Sales

For the purposes of this study, sales refers to the number of sales made in relation to targets,
leads and contacts, as wel #he optimal number of sales needed to run a campaign

effectively.

7.1.1.5. Cost

Cost refers to the cost of setting up and running a campaign, which includes indicators to
determine when a campaign breaks through the profit line. These indicators include cost pe
lead and sale, advertising cost to sale ratio, margin given away as part of the campaign
incentive, as well as the profit/cost breaken point, expressed through return on investment

numbers.

7.1.1.6. Profit

Profit refers to the earnindsased value of the sal€his will therefore differ from industry
to industry and can take the guise of new business embedded value, acquisition profit and
many more profit indicators. This is informed by inflation assumptions, market share growth,

as well as profit growth nunelos.
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7.1.1.7. Reach and frequency

Reach and frequency refers to the percentage of the target market that is exposed to the
campaign, as well as the number of times they are exposed to it, in order to elicit a response
from the intended recipients of the messagés iEhinformed by the number of responses and

penetration of sales into the target market, as well as reach and frequency indicators.

7.1.1.8. Creative quality

For the purposes of this study, creative quality is measured by recognition and recall ratios
within the specified target market. In other words, to what extent, the intended base of
recipients can recognise or recall the advertisement or communication in order for them to

respond to the message in the desired manner.

7.1.1.9. Public Relations

Public Relations refrs to the added value, in terms of media cost, a campaign generates
through press launches and releases, creating newsworthy stories in the public domain
through innovative means, as well as editorial comment through interaction with the press

and electraic media.

7.1.2. The data extraction tool

The responses were extracted through IBM SPSS analytical software, which not only extracts
the data in a standardised way but also accelerates the manipulation of data to enable further
statistical analysis. The datateact was further encoded and the use of the data facilitated
using Table7.1 The data were derived from the responses gathered by the survey tool in the
statistical analysis tool Expert Choice, which utilises a-pimiat scale.
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TABLE 7.1: TRANSLATI ON OF FIVE-POINT SCALE PAIR -WISE COMPARISONS
INTO A NINE -POINT SCALE

Scale ’ Response interval from Response interval to

9 1.95 2.2
8 1.69 1.94
7 1.43 1.68
6 1.17 1.42
5 0.91 1.16
4 0.65 0.9

3 0.39 0.64
2 0.13 0.38
1 -0.12 0.12
2 -0.13 -0.38
3 -0.39 -0.64
4 -0.65 -0.9

5 -0.91 -1.16
6 -1.17 -1.42
7 -1.43 -1.68
8 -1.69 -1.94
9 -1.95 2.2

With the use of IBM SPSS software, the average responses for the two types of campaigns,
derived from the fivegoint pairwise comparisons, were encodeditdte ninepoint Expert

Choice analytical hierarchical processing (AHP) scale. These encoded scales are detailed in
Tables7.2and7.3below.
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TABLE 7.2:EXISTING CLIENT CAMPAIGN

Score Alternatives

2 client acquisition vs. cost
-3 client acquisition vscreative quality
client acquisition vs. public relations
client acquisition vs. reach
-2 client acquisition vs. sales
-2 cost vs. creative quality
-3 cost vs. profit
1 cost vs. reach
-4 creative quality vs. public relations
3 customer satisfdion vs. client acquisition
3 customer satisfaction vs. cost
-4 customer satisfaction vs. creative quality
-2 customer satisfaction vs. loyalty
2 customer satisfaction vs. profit
-2 customer satisfaction vs. public
2 customer satisfaction vs. reach
-2 customer satisfaction vs. sales
-2 loyalty vs. client acquisition
-2 loyalty vs. cost
-3 loyalty vs. creative quality
-2 loyalty vs. profit
4 loyalty vs. public relations
-3 loyalty vs. sales
-2 profit vs. client acquisition
-2 profit vs. creatre quality
1 profit vs. public relations
-2 profit vs. reach
profit vs. sales
public relations vs. cost
public relations vs. reach
-2 reach vs. creative quality
1 reach vs. loyalty
-2 sales vs. cost
-2 sales vs. creative
2 sales vs. publicelations
-2 sales vs. reach
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TABLE 7.3: OPEN MARKET CAMPAIGN

Score Alternatives

2 client acquisition vs. cost

-3 client acquisition vs. creative quality
-3 client acquisition vs. public relations
1 client acquisition vs. reach

-3 client acquisitiorvs. sales

cost vs. creative quality

cost vs. profit

cost vs. reach

-3 creative quality vs. public relations

customer satisfaction vs. client acquisition

customer satisfaction vs. cost

-3 customer satisfaction vs. creative quality

-2 cusbmer satisfaction vs. loyalty
customer satisfaction vs. profit

1 customer satisfaction vs. public

-2 customer satisfaction vs. reach

1 customer satisfaction vs. sales

-3 loyalty vs. client acquisition

1 loyalty vs. cost

-3 loyalty vs. creative quiy

-3 loyalty vs. profit

loyalty vs. public

loyalty vs. sales

profit vs. client acquisition

-4 profit vs. creative quality
-2 profit vs. public

-3 profit vs. reach

2 profit vs. sales

-2 public vs. cost

-2 public vs. reach

-2 reach vs. @ative quality
2 reach vs. loyalty

sales vs. cost

sales vs. creative

sales vs. public

-2 sales vs. reach
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7.1.3. Analysis

As discussed in chapter BHP is a statistical methodology that weights the importance of
underlying objective and subjectivectars into a single model. This is done by way of
respondents, who are specialists in their field, scoring the relative importance of alternative
factors through the use of paiise comparisons. For the purposes of this study, two types of
campaigns werascored with the use of Expert Choice software, as the underlying factors
influencing the success of a dirgesponse advertising campaign are fundamentally different
when targeting existing client bases versus open market eaffioity type clients.Expert
Choice assists researchers and decision makers to systematically make complex decisions
based on mathematical theory (Bates, 19&Xpert Choice plots these alternatives into a
matrix that portrays the relative importance weighting of the factorsoitipe number
implies that the factor on the left of the matrix carries more weight, and a negative number (a

number in brackets) means that the factor that is in the row above carries more weight.

AHP results as expressed through Expert Choice showacasaparametric or distribution

free ranking of the respondentsd ranking of
with ordinal data, which culminates in ranking of probabilities, when the ordering of data
seems impossiblg@shizaka & Labib, 2000 For this study, the nine factors were all weighted

in relation to each other and ranked in order of importance. Although the sample was small in
numbers, this type of ngmarametric test will still expose valid inferences, because in the
weighting of tle pairwise comparisons through the ranking of preferences and relative

importance of factors, generalities were definitely unlocked.

7.1.3.1. Existing client campaigns

The matrix portraying the weightings for existing client campaigns is shown below in
Matrix 7.1.
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MATRIX 7.1: EXISTING CLIENT CAMPAIGNS WEIGHTINGS

Customer .. Reach and Creative | Public
: , .. Sales Cost Profit . :
satisfaction acquisition frequency | quality | relations

. . . 4.0 2.0

Customer (2.0)

(2.0)

3.0 2.0/ 20 1.0 3.0 (4.0)

Client |
acquisition

2.0 |(2.0) (2.0)| (2.0) 3.0 1.0

Sales 1.0 2.0 2.0 (2.0)

Cost 1.0 2.0 1.0

Profit 2.0 1.0

Reach anc
frequency

Creative 40
quality '

Public
relations

The responses should not have a lower consistency rate than 90% for the model to function

2.0 1.0

according to the objectives g8aaty, 1980)The weightings and consistency are shown in
Figure7.1.

Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 115 S
Loyalty 135
Client acquisition 09

Sales 092

Cost 134
Profit RR[J—
Reach and frequency 105
Creative quality 078

Public relations 121

Inconsistency = 0.20
with 0 missing judgments.

FIGURE 7.1: EXISTING CLIENT CAMPAIGN WEIGH TINGS AND
CONSISTENCY
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I f one considers the ideal weightings in rel
is only 80% consistent with the weightings shownHigure 7.1 Expert Choice does,

however, have the functionality to cater for a Hestveighting score. This be$t approach

leads the researcher through a series of steps to attain the ideal consistency rate by replacing
the most inconsistent weightings with ideal weightings. The following section details this

bestfit process

Best fit gep 1
The weighting with the most inconsistent score is changed to ditbesbre and portrayed

in red.

MATRIX 7.2: EXISTING CLIENT CAMPAIGNS AFTER STEP 1 OF THE BEST -FIT
PROCESS

Customer Client .. 'Reachand| Creative | Public
: . _|Loyalty o Cost Profit . ,
satisfaction acquisition frequency| quality | relations

Customer '

satisfactior ‘ 2.0 ‘ (3.0 ‘2.0 (3.0) (2.0), (2.0) 4.0 2.0
Loyalty ‘ 2.0 ‘3.0 20| 2.0 1.0 3.0 (4.0)
Client | 20/2.0) 2.0) (20 3.0 1.0
acquisition ' ' ’ ' ' '
reaer I - |
frequency

Creative
quality

Public
relations

(3.7)

The besfit score in the weighting between creative quality and public relations moved from
a 4.0 bias towards creativeality to a 3.7 bias towards public relatioRggure 72 shows the

impact this change had on the consistency score.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 114 S
Loyalty 137
Client acquisition 108

Sales 095

Cost 139
Profit 113
Reach and frequency 108
Creative quality 039

Public relations 44 m—sssss——

Inconsistency = 0.14
with 0 missing judgments.

FIGURE 7.2: EXISTING CLIENT CAMPAIGN WEIGHTINGS AND
CONSISTENCY AFTER STEP 1 OF THE BEST-FIT PROCESS

With this one changehe consistency changed by 6% to 86Bke importance of creative

guality has diminished significantly with this step, changing from .078 to .039, whereas the
weighting of public relations increased from .121 to .146, which means that with this version
(Figure72) , the emphasis on trustable, objective
been paid for becomes much more significant in relation to the message tailored by the

company and paid for by the company in the media.
The other themes generally mi@in their importance, with small changes to the weightings

across the board. This makes the shift in the creative quality and public relations themes the

only but significant change.
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Best fit step 2

MATRIX 7.3: EXISTING CLIENT CAMPAIGNS AFTER S TEP 2 OF THE BEST-FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer
satisfactior 2.0 |(3.0)| (2.0) (2.0) 4.0 2.0
3.0/ 20| 20 1.0 3.0 (4.0)
Client
acquisition 2.0 |(2.0)| (2.0) (2.0) 3.0 1.0

1.0 2.0 2.0 (2.0)

1.0 2.0 1.0

Profit 2.0 1.0

Reach anc
frequency

Creative
quality

Public
relations

2.0 1.0

(3.7)

The second step the besffit process reduced the bias of client acquisition towards customer
satisfaction to 1.5 from 3.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 120
Loyalty 138 m———————
Client acquisition 094 S

Sales 097

Cost 141
Profit 114
Reach and frequency 109
Creative quality .040

Public relations .148 ————————

Inconsistency = 0.13
with 0 missing judgments.

FIGURE 7.3: EXISTING CLIENT CAMPAIGN WEIGHTINGS AND
CONSISTENCY AFTER STEP 2 OF THE BEST-FIT PROCESS

This step di dnadttimpacaol step thdh showsased hiyigdire %2, as the
consistency only improved by 1% to 87%ublic relations was further strengthened in this
step, although not significantly, from .146 Kigure 72 to .148 inFigure 7.3. Client
acquisition as a themeas impacted though, with a change from .10Bigure 7.2t0 .094 in

Figure 7.3 This means that overall, when conducting a direct response advertising campaign

to existing cliend of the company, this theme becomes less important.
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Best fit step 3

MATRIX 7.4: EXISTING CLIENT CAMPAIGNS AFTER STEP 3 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer
satisfactior 2.0 (1.1) (2.0) (2.0) 4.0 2.0
3.0/ 20| 20 1.0 3.0 (4.0)
Client
acquisition 2.0 |(2.0)| (2.0) (2.0) 3.0 1.0

1.0 2.0 2.0 (2.0)

1.0 2.0 1.0

Profit 2.0 1.0

Reach anc
frequency

Creative
quality
Public
relations

2.0 1.0

(3.7)

This step reduced the bias towards cost to 1.1 from a previous weighting of 3.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 129
Loyalty 138
Client acquisition 096 S

Sales 096

Cost 122

Profit 118

Reach and frequency 112
Creative quality .040

Public relations 149

Inconsistency = 0.11
with 0 missing judgments.

FIGURE 7.4: EXISTING CLIENT CAMPAIGN WEIGHTINGS AND
CONSISTENCY AFTER STEP 3 OF THE BEST-FIT PROCESS

With this change in weightinghe consistency changed to 89@astomer satisfaction as a
theme increased in importance from a weighting of .12Bigare 7.3to .129 inFigure 74.

This implies that it is a very important factor when targeting direct response advertising to
existing clents. Cost decreased in importance from .1&igure 7.3to .122 inFigure 7.4 as

direct response advertising campaigns aimed at existing clients generally are not dependent
on public domain advertising support, which is expensive in relation to péssohaaterial

designed to entice a response from a specifi
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Best fit step 4

MATRIX 7.5: EXISTING CLIENT CAMPAIGNS AFTER STEP 4 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Saes Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer
satisfactior 2.0 |(1.1)| (2.0) (2.0) 4.0 2.0
3.0/ 20| 20 1.0 3.0 (4.0)
Client
acquisition 2.0 |(2.0)| (2.0) (2.0) 3.0 1.0

1.0 | (1.5 2.0 (2.0)

1.0 2.0 1.0

Profit 2.0 1.0

Reach anc
frequency

Creative
quality

Public
relations

2.0 1.0

(3.7)

This step in the bedit process saw a change from a sales bias towards a 1.5 cost bias in that
weighting dynamic.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 129
Loyalty 37—
Client acquisition 095 S

Sales L —

Cost 25—

Profit 20—
Reach and frequency J21
Creative quality .040

Public relations 150

Inconsistency = 0.10
with 0 missing judgments.

FIGURE 7.5: EXISTING CLIENT CAMPAIGN WEIGHTINGS AND
CONSISTENCY AFTER STEP 4 OF THE BEST-FIT PROCESS

The importance of sales decreased from .09%igare 7.4to .082 inFigure 7.5 The nature

of direct response advelitig aimed at existing clients is to target specific individuals with a
specific and personally relevant message. This means that small clusters of clients are
included in the campaign to optimise efficiencies in conversion ratios. A lomeffect of
campigns aimed at existing clients is the relationship building and loyalty effect it has, as

more engagement with clients builds stronger long term relationships.

With this step, the ideal weighting was achieved with a consistency score of 90%. This
consigency measure is used to screen out inconsistent responses from respondents in the
survey (Cheng & Li, 2001). For large matrices, such as the one in this study, a consistency
ratio of .10 is necessary for the results to be meaningfulvatid. This meanghat this

version of the modglFigure 7.9, is the one thawill be used when planning, managing and
measuring the eventual success of a campaign aimed at an existing or affinity base of clients.
Themes such asreative quality, sales and client acqudsitireceive the lowest weightings,

and public relations, loyalty and customer satisfaction receive the biggest weighting.

This means thathe respondents of this study believe tlddients respond more to
independent and objective viewsther than companendorsed messages in the broader
media Client satisfaction is also important, as bad news travels quickly through the virtual
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grapevine (social media play a big role in shaping perceptions about products and
companies)and clients are reticent to intdarther in a company and its products if it has a
reputation for poor or unfair treatmemt.ther e sear cher 6s experience,

persuade an existing client to buy more products if the current service experience is poor.

Loyalty as atheme stayed consistently strong throughout steps 1 to 5, which showcases that,
in the opinions of the respondentshdts a huge impact on purchasing or engaging behaviour

I n t he r es e ar taseasierdsengage withrand sell o eustomérs feel loyal
towards a company and its products. It also becomes somewhat cfdfitlaty prophecy,

as clients gain loyalty by purchasing more produttecomes increasingly challengifuy a

clientto leave a company if a large portion of thdletas spemor invested there
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7.1.3.2. Open market campaigns

The Analytic Hierarchical Process depidtedi X pol
in Matrix 7.6 below.

MATRIX 7.6: OPEN MARKET CAMPAIGNS

Customer Client
satisfaction acquisition

.. |Reach and Creative | Public
Cost Profit : .
frequency| quality | relations

1.0 1.0 | 1.0/ (4.0)| 20 3.0 1.0

Customer

1.0 1.0| 3.0 2.0 3.0 (4.0)

Client

ent 3.0(2.0) 1.0 1.0 3.0 3.0
aCQUISItIOI']

2.0 2.0) | (2.0)

(2.0) 1.0 (2.0)

2.0

Profit

(2.0)

Creative
quality

relations

The relative weightings and consistency score are showgume 7.6
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction J10

Loyalty TA2 e —
Client acquisition J25
Sales 084 | —

Cost 04—

Profit 49 |
Reach and frequency 074 S

Creative quality 082

Public relations 128

Inconsistency = 0.21
with 0 missing judgments.

FIGURE 7.6: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
SCORE

The inconsistency score of 0.21 implied a consistency score of 79%. Thus thegdresess
had to be conducted, using Expert Choice analysis software, in order to create a valid model
with a consistency score of 90% to support the planning and measurement of open market

campaigns.
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Best fit step 1

MATRIX 7.7: OPEN MARKET CAMPAIGNS AFTER STEP 1 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

3.0

1.0

1010/ 30| 20 3.0 (4.0)

Client

acquisition 3.0/(20) 1.0| 1.0 3.0 3.0

(2.0)

(2.0)

2.0

(2.0)

Creative
quality

Public
relations

(2.8)

The bias in the creative quality versus public relations\pee comparison shifted from 3.0
towards creative dlity to 2.8 towards public relations. The subsequent effect on the

consistency score is shownHigure 7.7
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction J10 S

Loyalty T42
Client acquisition J29
Sales 087 |——

Cost 108

Profit TA9
Reach and frequency 074 |

Creative quality 053

Public relations 148

Inconsistency = 0.17
with 0 missing judgments.

FIGURE 7.7: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 1 OF THE BEST-FIT PROCESS

This change resulted in a 4% shift towaodmsistencylt is as a result of creative quality
decreasing in importance from a score of .08Zigure 76 to a score of .053 iRigure 77

and public relations increasing in importance from a score of .1B®jure 7.6to a score of

.148 inFigure 77. This means that the respondents are of the view that public relations, as an
element of a direct response advertising campaign aimed at open market consumers are
almost 3 times as important as the creative positioning of the campaign. As discussed in a
previous sectionHigure 72: Existing client campaign weightings and consistency after step

1 of the bestit proces3, this is due to objective nature of editorial copy, rather than the
subjective nature of advertising messages, aimed at achievini ¢rréiness objectives. To
achieve good public relations results, wilierefore affect the results of a campaign
favourably, as the endorsed creative positioning in the advertising is given objective and

trustworthy support by objective individuals.
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Best fit step 2

MATRIX 7.8: OPEN MARKET CAMPAIGNS AFTER STEP 2 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer 2.0 10[10| (40| 20 3.0 1.0
satisfactior
10/ 10[ 30| 20 30 | (4.0)
Client
acoisition 30/(2.0) 1.0 10 30 | (16)
2.0 2.0) | (2.0
(2.0) 10 | (20

Profit 4.0 2.0
Reach anc
frequency 2.0 (2.0)

Creative
quality

Public
relations

(2.8)

This step in the besit process saw a movement in importance from client acquisition (3.0)

compared to public relations towards public relations with a weighting of 1.6.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 12

Loyalty JA0 ———
Client acquisition J00

Sales 091 —

Cost 108 |

Profit AELE -
Reach and frequency 075

Creative quality 055 |

Public relations 164

Inconsistency =0.15
with 0 missing judgments.

FIGURE 7.8: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 2 OF THE BEST-FIT PROCESS

This change made a further 2% improvement in the consistency of the niduel.
importance of client acquisition decreased from .12Bigure 7.7to .100 inFigure 78 and

public relationsncreased in importance by moving from a score of .148guare 7.7to .164

in Figure 78. As inconsistent responses are removed by Expert Choice in theviséep
process, the themes with the most inconsistent responses are affected and adjusted. The
decrase in client acquisition as a themeds i mj
direct response advertising campaign perspective. Targetingegufiented clusters of
clients through the type of message and media used to reach them ensureititdttinee of
consumer buys the product that is advertised, to ensure profitable sales and reciaée drop
during and after the sales processhéreforehas to be viewed as an element of a campaign

that needs to be viewed in relative terms to themeh sg profit, reach and frequency,
creative quality, sales and co&s every step in the stepise process balances the weighting

of the themes relative to each other, a consistent and valid model is created. Client acquisition
as a theme, will continue tplay a vital role in the success of a direct response advertising
campaign, and as inconsistencies are addressed during this process, will play a more
significant role in the final makap of the modelPublic relations strengthened its position
relative to the other themes even further. The other themes stayed relative consistent in

importance from step 1.
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Best fit step 3

MATRIX 7.9: OPEN MARKET CAMPAIGNS AFTER STEP 3 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer 2.0 10/10| (40| 20 3.0 1.0
satisfactior
10 1.0|(16) 20 30 | (4.0)
Client
acoisition 30/(2.0) 1.0 10 30 | (L6)
2.0 2.0) | (2.0
(2.0) 10 | (20

Profit 4.0 2.0
Reach anc
frequency 2.0 (2.0)

Creative
quality

Public
relations

(2.8)

This step in the bedit process saw a shift towards profit with a weighting of 1.6, instead of

the orignal weighting of 3.0 towards loyalty.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction J1T

Loyalty J10 —

Client acquisition J05

Sales 094 Su——

Cost JTT

Profit J74 |
Reach and frequency 077 S

Creative quality 057 |

Public relations 60—

Inconsistency =0.13
with 0 missing judgments.

FIGURE 7.9: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 3 OF THE BEST-FIT PROCESS

This change resulted in a further 2% improvement in consistdroyalty as a theme,
decreased in importance frascore of .140 ifrigure 7.8to a score of .110 iRigure 79. If

the overall objective of a campaign is to sell products profitably to consumers, which, in the
researcher 6s experience i s al ways t he ~case
advertisng campaign, stimulating loyalty of existing clients by being visible in the market

and engagement with them through a loyalty programme becomes a secondary, albeit vital
driver. This is also the reason for the increase in importance of profit, witheaafcd74 in

Figure 79, up from .155 irFigure 7.8.
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Best fit step 4

MATRIX 7.10: OPEN MARKET CAMPAIGNS AFTER STEP 4 OF THE BEST -FIT
PROCESS

Customer Client .. 'Reach and Creative | Public
satisfaction O acquisition Sl (G| Pl frequency| quality | relations

Customer 1.0 1.0 (40)| 2.0 3.0 1.0
10| 10|@6)| 20 30 | (4.0)

acgl'jfsri‘ttion 30/(20) 1.0| 10 30 | (Le)
2.0 2.0 | (2.0

(2.0) 10 | (20

Profit 2.0

(2.0)

Creative
quality (2.8)

Public
relations

Step 4 involved a move away from loyalty (previously with a weighting of 3) towards client
acquisition, with a weighting of 1.3.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction I —

Loyalty 089

Client acquisition 17

Sales 095 —

Cost J14

Profit L ——————a
Reach and frequency 080

Creative quality 059

Public relations 158

Inconsistency =0.12
with 0 missing judgments.

FIGURE 7.10: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 4 OF THE BEST-FIT PROCESS

This change only made a 1% difference in the consistency score, moving from 87% to 88%.
As discussed in the section undeigure 7.9 loyalty as a theme for open marketedir
response advertising campaigns becomes less important than selling profitably to the right
consumer base. This is the reason for the drop in score, from .Figuire 7.9to .089 in
Figure 710. Client acquisition as a theme becomes relatively moperitant, especially in
relation to loyalty as part of an open market campaign. A consumer must become a client

before he becomes a loyal client.
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Best fit step 5

MATRIX 7.11: OPEN MARKET CAMPAIGNS AFTER STEP 5 OF THE BEST -FIT
PROCESS

Cu_stom_er Loyalty Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

Customer 10/10| (40| 20 3.0 1.0
satisfactior
1.0/ 1.0/((1.6) 2.0 3.0 (4.0
Client
acquisition 3.0 [(2.0) 1.0 1.0 3.0 (1.6)
2.0 (2.0 (2.0
(2.0) 1.0 (2.0)

Profit 4.0 2.0
Reach anc
frequency 2.0 (2.0)

Creative
quality

Public
relations

(2.8)

This step didndot see a cfaceomtganothernbuthtidid seed r o m

reduction in weighting for cost over sales from 3.0 to 1.1.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction 112

Loyalty 090 —

Client acquisition 121

Sales 103

Cost 098

Profit 178
Reach and frequency 078

Creative quality 059

Public relations 159

Inconsistency = 0.11
with 0 missing judgments.

FIGURE 7.11: OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 5 OF THE BEST-FIT PROCESS

The change during this befgt step agaironly resulted in a 1% improvement in consistency,
which implies that the impact of the last couple of #ikstteps are not as significant as the

first two stepsThe two themes affected most by this step, are sales and cost. The importance
of sales chaged from .096 inFigure 710 to .103 inFigure 711, with cost decreasing in
importance from .114 ifrigure 710 to .98 inFigure 7.11. As a direct response advertising
campaign is business case driven, with profit as the cornerstone of any business case,
managing cost becomes less important, especially in relation to sales, which can create

economies of scale in spreading cost over a broad base of clients.
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Best fit step 6

MATRIX 7.122 OPEN MARKET CAMPAIGNS AFTER STEP 6 OF THE BEST -FIT
PROCESS

Cu_stomfar L Cll_er_lt_ Sale< Cost Profit Reach and Crea’glve Put_)hc
satisfaction acquisition frequency| quality | relations

3.0 1.0

1.0| 1.0/ (1.6)| 20 3.0 (4.0)

Client

acquisition 3.0 (1.6) 10 1.0 3.0 (1.6)

(2.0)

(2.0)

2.0

(2.0)

Creative
quality

Public
relations

(2.8)

Step 6 in the bedit process, that aims torfidl an optimally consistent model that would

support the primary objective of the study, unlocked only a 0.4 reduction in bias towards cost

as a factor in relation to client acquisition, with a changed score of 1.6. This is a further

indication of the lesseimpact of the last couple of steps in the Hesprocess on the
consistency of the model.
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Priorities with respect to:
Goal: Direct response marketing metrics model

Customer satisfaction J13

Loyalty 090 S

Client acquisition 123 S

Sales 03—

Cost 094 S

Profit 79—
Reach and frequency 078

Creative quality .060

Public relations 1680 mm——

Inconsistency =0.10
with 0 missing judgments.

FIGURE 7.122 OPEN MARKET CAMPAIGN WEIGHTINGS AND CONSISTENCY
AFTER STEP 6 OF THE BEST-FIT PROCESS

This final step in the besit process hasasulted in a consistency score of 90%.

This bestfit model has a high weighting on profit and public relations, whakld mearthat
respondents find reputation in the market place and selling to the right target market, with an
impact on sustainable di@bility in the future, most importanCreative quality and reach

and frequency are the lowest performers in terms of importance weightmgrketer has to

be cognisant of the faatone of these elements are mutually exclusive in the practical
plannirg ard execution of a campaign as cost, together with reach and frequency will have a
big impact on the profitability of a campaigithose themes are also important whe
budgeting and planning sales force capacity, as well as when setting bencbhimgolos

performance

A factor that may contribute to the low weighting of creative quality and reach and frequency
as factors affecting the outcomes of a diresipponse advertising campaign is the fact that
most marketing professionals outsource these furetiormedia and advertising agencies

and are only involved in the briefing, sigiff and payment processes

Customer satisfactionds high weighting can |
prospective clients have unlimited access to informatimough the Internet and mobile
device applicationsabout satisfaction levels through the social media. This has a huge
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bearing on the intention to r emn@BouthdAfrimand pur
there are even some consumer watch dog websitash facilitates complaints resolution

with corporates on behalf of consumers. The biggest of these, HelloPeter.com, also publishes

a satisfaction score per company that takes into account the speed of complaint resolution and
the manner in which redresscurred. Consumers frequent these sites often, especially during

the decision making phase of a purchase to remove doubts from their minds about the quality
and reputation of the product and brand it
Facebook amh Twitter pages of companies to view the feedback those companies are
receiving from their existing clients and the manner in which they respond to the feedback.

Bad press is also easily accessible through a Google search.

The high weightings of profit ad client acquisition, together with sales, point to the current
paradigm of ensuring sustainability. In other words, these weightings seem to be an
indication that making sales and acquiring clients without being mindful of who the clients
are and how thegan be profitable for the company in the long run is no longer relevant.
Given the cost associated with sales campaigns, with commissions payable to distribution
forces, there is no luxury to sell to the wrong type of client who will not be loyal longgano

or pay enough in order to make a profit.
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7.2 GAME THEORY MODELLIN G

The model proposed in this sttidyhich is used to predict and measure success factors in the
planning, execution and managemh of directresponse advertisingampaigns n the
financial services industiys an inputoutput model. Performance benchmarks are set up
during the planning phase, which incorporates all nine factors or campaign themes, as
detailed in the analytical hierarchical process, as well as thdastdrys or variables
contained within these themes. These-fadbors vary according to the type of campaign, as
well as the overall objective that drives the outcomes of the campaign.

These differences are, however, all standardised within the two types adigamsfructures,

with weightings of the factors all contributing towards facilitating adepth understanding

of performing and noiperforming elements, thereby enabling the marketing practitioner to
change the makep of a campaign while it is being exged. By highlighting anomalies

within the campaign data and creating a detailed campaign dashboard of performance versus
benchmarks set in the strategic planning phase, it also provides insight into whether the

strategy used to reach the business olwedsi the right one.

Thef act or s-haatmadr s@w@bperf ormance are then plott
with the weightings assigned to them through the outcomes of the AHP process. This creates

a payoff matrix, which is in essence a three dims@nal view of success factors within a
campaign. None of the elements within a campaign is mutually exclusive; all factors are
inter-related, even if some factors have less of a bearing on other factors due to a lower

weighting.

By identifying the elemmts of underperformangcevhich is showcased in varying degrees of

red (highlighting the severity of the wunde
spread shegets depicted in the payff matrices in Tables 16 and ,1$e marketer can start
utilisinggame t heory by employing alternatitove str
rectify problem areasThese could include steps such as increasing the frequency of
advertisements, limiting the number of direct mailers sent to a specified client base due

higher conversion rates and sales capacity constrairigorieng the creative concept and

content of a campaign, focusing on more satisfied clients within the client base and myriad
other tactics. These steps will immediately impact the performdnite @ther interelated

elements, as sales, profit and cost ratios and loyalty indicators will all be affected.
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Two historical c a m peadfitgpah intdé thedraoted indorporaéingpth e e
objective and dpjective factors. This was done tosere that the marketing metrics model

can serve as a guide through the different phases of a campaign and measure the eventual
success rate of the campaign against the initial business objeutitreshe use of real data.

Bot h the exi spenmaret@aimpaigndataviere anforcheddy the weightings as
explained in Section Z.3, utilising the besf i t model 6s weightings,

consistent.

7.2.1. Findings of the existing client campaign retrofit

The datacontained in Tabl&’.4 were used n the existing client€ampaignretrofit. This
campaign data (albeit historical in nature) were derived from a campaign in theeidong
insurance industrtyThe campaign consisted of direct mailers that were sent to qualifying
retirement annuity holders, it the goal to entice them to top up their current portfolio. A

call centre handled the leads processes and the fulfilment of the sale
The first column (B) contains the performance benchmarks created during the planning phase

of the campaign. The seabrtolumn, marked A, contains the actual performance of those

indicators or variables.
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TABLE 7.4: EXISTING CLIENT CAMPAIGN DATA AND SCORES

B A INPUT B A
R 6,00 R 8,00 Cost perlead 0,84 0,75
R 250 R 210 Cost per sale 0,45 1,19
4,00 1.8 Cost: Adbvertising cost to sale ratio 222 0,45
340000 400000 Profit/cost break-even 111 09
0,50% 0,10% Margin given away as incentive 0.2 5
80% 65% Customer satisfaction score 1,23 0,81
85% 85% SRt Sales experience rating 1,00 1,00
200000 278000 Base reached 0,72 1,39
15000 45000 Reach & frequency: Number of responses 0,30 3,33
0,30% 1% Percentage of target market sold 0,57 3,33
20% 35% Advertisement recognition 0,33 1.75
10% 30% Crective quclly: Advertisement recall 0,33 3,00
RO R 250 000 P.R. value: P.R. value added to campaign
20 138 New customers acquired 0,40 6,90
5000 12409 Existing clients buying 0,59 2,48
20 34 Client acquisition: Ex-clients re-acquired 0,59 1,70
0% 0% Cross-sale ratio
25% 25% Future purchase intention 1,00 1,00
5% 12% Loyalty programme penetration 0,42 2,40
75% 90% Loyalty: Loyalty programme usage rates 083 1,20
2% 4,50% Retention (% more retained) 0,44 2,25
3% 4,50% Lead to sale ratio 0,67 1,50
15% 30% Contact to sale ratio 0,50 2,00
5000 12581 ot Total sales target 0,40 2,52
25 30 Sales capacity 1,20 0,83
1650000 4400000 Earnings based value of sale 0,38 2,67
2% 2% B Inflation assumption 1,00 1,00
0% 0% Market share growth
5% 20% Profit growth 0,25 4,00

Col umn A0 s(the aotuhli perfarmancesndicatorggre then expressed as a factor of
performamce i n rel ati on t hAnegamplaiomthisiBTakédbveuldc h ma r k
be the score of cost per lead, where the actual cost per lead was R8,00 in relation to the
benchmark of R6,00. This resulted in a performance score of 0.75, as the cost
undergerformed with 25%, due to overspend of 25% per |édtese scores were then
expressed in the inpautput model for the game theory exercise. Some values were not
populated, either because of a 0 benchmark or because of a 0 actual delivery that made it
impossible to express as a number for game theory purposes. A# atithbers expressed

were consistentvith the outcomes of the actual delivery to ensure standardisation. This
means that where the outcome was more positive than the benchmarlalgeiughthe

variable is presented with a value that is less than the benchmark, e.g. where the costs were
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lower than benchmarked it was expressed as a positive factor (the actual cost per sale,
R210, was lower than the benchmark of R250, hence the positiveo$doi®).

The next step in the process anstructingthe payoff matrix was to express these actual
outcome scoregas depicted in Tablé.6) in relation to the weightings of tHeenchmarked

factorsas depicted in Tablés.

TABLE 7.5:BENCHMARKED CAMPAIGN PERFORMANCE AS EXPRESSED
THROUGH THE AHP WEIGHTINGS

INPUT Cust |\ ovatty | C1ent | cales | Cost | Pront | Reach/ | Crealive | pp
satisf acq freq qual
0129 | 0137 | 0095 | 0082 | 0125 | 012 | 0121 0,04 015
Cost perlead 0108 | 0115 | 0080 | 0069 | 0,05 | 0101 | 0102 | 0034 | 0126
Cost per sale 0058 | 0062 | 0043 | 0037 | 0056 | 0054 | 0054 | 0018 | 0068
Adverfising costtosale | o557 | 0304 | 0211 | 0182 | 0278 | 0267 | 0269 | o008 | 0333
Cost: ratio
Profit/cost break-even | 0,143 | 0,152 | 0,106 | 0091 | 0139 | 0133 | 0134 | 0044 | 0167
Margingivenaway | o550 | 0007 | 0,019 | 0016 | 0025 | 0024 | 0024 | 0008 | 0030
as incentive
Customersafisfaction | o 150 | 0169 | 0,117 | 0101 | 0154 | 0,148 | 0,149 0049 | 0,185
Satisfaction: score
Sales experiencerating | 0129 | 0137 | 0095 | o0g2 | 0125 | 0120 | 0,121 0040 | 0150
Base reached 0093 | 0099 | 0068 | 0059 | 0090 | 0086 | 0087 | 002 | 0108
,_Reqd‘ = . Number of responses 0,039 0,041 0,029 0,025 0,038 | 0,036 0,036 0,012 0,045
Fetshiugs ol 0074 | 0078 | 0054 | 0047 | 0071 | 0069 | 0069 0023 | 0,086
target market sold
; AL 0043 | 0046 | 0032 | 0027 | 0042 | 0040 | 0040 0013 | 0050
C"‘T‘"‘ recognition 2 . 2 t : ; t Z Y
ua 5
oy Advertisementrecall | 0043 | 0046 | 0032 | 0027 | 0042 | 0040 | 0040 | 0013 | 0050
P.R. value: PR.value addedto | 000 | 0000 | 0,000 | 0,000 | 0000 | 0000 | 0000 | 0000 | 0000
campaign
New coslomen 0052 | 0055 | 0038 | 0033 | 0050 | 0048 | 0049 | 0016 | 0060
acquired
Bxisting clients buying | 0,076 | 0081 | 0056 | 0,048 | 0074 | 0071 | 0071 0024 | 0088
c"."‘i';:on_ Ex-clients re-acquired | 0076 | 0081 | 0056 | 0048 | 0074 | 0071 | o071 0024 | 0088
B Cross-sale ratio 0000 | 0000 | 0000 | 0000 | 0,000 | 0000 | 0000 | 0000 | 0000
FubE pechase 0129 | 0137 | 0095 | 0082 | 0125 | 0120 | 0121 0040 | 0,150
intention
Loyalty programme | 55, | 0057 | 0040 | 0034 | 0052 | 0050 | 0050 | 0017 | 0063
penetration
Loyalty: Loyalty programme. | 150 | 0114 | 0,079 | 0068 | 0104 | 000 | 0,101 0033 | 0125
usage rates
Refenfion (more | 57 | 0061 | 0042 | 0036 | 0056 | 0053 | 0054 | o018 | 0067
retained)
leadfosaleratio | 0086 | 0091 | 0063 | 0055 | 0083 | 0080 | 0081 0027 | 0,100
SI Confacttosdleratio | 0065 | 0069 | 0048 | 0041 | 0063 | 0060 | 0061 0020 | 0075
ales:
Total sales farget 0051 | 0054 | 0038 | 0033 | 0,050 | 0048 | 0048 | 0016 | 0060
Sales capacity 0155 | 0164 | 0114 | 0098 | 0150 | 0144 | 0145 | o048 | 0180
=otlgs boea 0048 | 0051 | 0036 | 0031 | 0047 | 0045 | 0045 | 0015 | 0056
value of sale
Profit: Inflation assumption | 0,129 | 0137 | 0095 | 0082 | 0125 | 0120 | 0,121 0040 | 0,150
Market share growth | 0,000 | 0000 | 0000 | 0000 | 0000 | 0000 | 0000 | 0000 | 0.000
Profit growth 0032 | 0034 | 0024 | 0,021 | 0031 | 0030 | 0030 | 0010 | 0038
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The AHP weightings are the scores at the top in yellow, which were factored into campaign
subfactors to create a performance dashbodt®plaining by way of example, the
benchmarked cost per lepdrformance indicator in Table4 is 0.84 in relation to the actual
performancelt is further expressed as a multiplication ofigtbenchmarked performance
score (0.84), with the AHP weightings for all the thenmebvidually (0.129 for customer
satisfation for examplgto derive a score of 0.108 for cost per lead Iatien to customer
satisfaction All scores were rounded off to 3 decimalkhese individual benchmarked
scores arghen compared with thactualscoresin Table 7.6 to create the pagff matrix
(Table7.7).

TABLE 7.6: ACTUAL CAMPAIGN PERFORMANCE AS EXPRESSED THROUGH

THE AHP WEIGHTINGS
INPUT s‘;‘:;" Loyalty C;i::' Sales | Cost | Profit R‘;‘;"/ C’:l‘,’;il"e PR
0129 | 0137 | 0095 | 0082 | 0125 | 012 | 0121 004 | 015
Cost per lead 0097 | 0103 | 0071 | 0062 | 0094 | 009 | 0091 | 003 |0113
Cost per sale 0154 | 0163 | 0113 [ 0098 [ 0,149 | 0143 | 0144 | 0048 | 0179
Cost Advertising cost to sale ratio | 0,058 0,062 0,043 | 0,037 | 0,056 | 0,054 0,054 0,018 0,068
Profit/cost break-even 0116 | 0123 | 0086 | 0,074 | 0,113 | 0,108 | 0109 | 0036 | 0135
Margingiven away as | ¢ cis | 0685 | 0475 | 0,410 | 0.625 | 0600 | 0605 | 0200 | 0750
incentive
E Customer satisfaction score | 0,105 0,111 0,077 | 0,067 | 0,102 | 0,098 0,098 0,033 0,122
llll - Sales experience rating 0,129 0,137 0,095 | 0082 | 0,125 | 0,120 0,121 0,040 0,150
Base reached 0179 | 0190 | 0132 | 0,114 [ 0174 | 0167 | 0168 | 0056 | 0209
Reach & Number of responses 0,430 0,457 0,317 | 0,273 | 0,417 | 0,400 0,403 0,133 0,500
i Pemf:;ffef fglg"'ge' 0430 | 0457 | 0317 | 0273 | 0417 | 0400 | 0403 | 0133 | 0,500
Creafive | Advertisement recognition | 0,226 | 0240 | 0,166 | 0,144 | 0219 | 0210 | 0212 | 0070 | 0263
quality: Advertisement recall 0387 | 0411 | 0285 | 0246 | 0375 | 0360 | 0363 | 0120 | 0450
P.R. value: ERvag adasd o 0000 | 0000 | 0,000 | 0,000 | 0,000 | 0000 [ 0000 | 0000 [ 0000
campaign
New customers acquired 0,890 0,945 0,656 | 0,566 | 0,863 | 0,828 0,835 0,276 1,035
Existing clients buying 0320 | 0340 | 0236 | 0,204 | 0310 | 0298 | 0300 | 0099 | 0372
uc;':;;i'om Ex-clients re-acquired 0219 | 0233 | 0162 | 0139 [ 0213 | 0204 | 02086 | 0068 | 0255
Cross-sale ratio 0000 | 0000 | 0,000 | 0,000 [ 0,000 | 0000 | 0000 | 0000 | 0000
Future purchase intention 0,129 0,137 0,095 | 0,082 | 0,125 | 0,120 0,121 0,040 0,150
Loyalty programme 0310 | 0329 | 0228 | 0197 | 0300 | 0288 | 029 | 0096 | 0360
penetration
Leydhy: Loyally progrorime 0155 | 0164 | 0,114 | 0,098 | 0150 | 0,144 | 0,145 | 0048 | 0,180
usage rates
Retention (% more retained) | 0,290 0,308 0214 | 0,185 | 0,281 | 0,270 0,272 0,090 0,338
Lead fo sale ratio 0194 | 0206 | 0143 | 0123 | 0188 | 0180 | 0182 | 0060 | 0225
_ Contact fo sale ratio 0258 | 0274 | 0190 | 0164 | 0250 | 0240 | 0242 | 0080 | 0300
sales: Total sales target 0325 | 0345 | 0239 | 0206 | 0315 | 0302 | 0304 | 0101 | 0377
Sales capacity 0108 | 0114 | 0079 | 0,068 | 0,104 | 0,100 | 0101 | 0033 | 0125
Earnings based value of sale | 0,344 0,365 0,253 | 0,219 | 0,333 | 0,320 0,323 0,107 0,400
Inflation assumption 0129 | 0137 | 0095 | 0,082 | 0125 | 0120 | 0121 | 0040 | 0150
ot Market share growth 0000 | 0000 | 0000 | 0,000 [ 0,000 | 0000 | 0000 | 0000 | 0000
Profit growth 0516 | 0548 | 0380 | 0,328 | 0,500 | 0480 | 0484 | 0160 | 0.600
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The actual performancscores were calculated in the same way as the benchmarked scores
(see explanation under Tableb), with the actual performancedicators (in relation to the
benchmarked scores) multiplied by the AHP weightings per theme, to derive an actual

performance score.

TABLE 7.7: EXISTING CLIENT CAMPAIGN PAY -OFF MATRIX

Cust Client Reach/ | Creative
INPUT satisf Loyalty acq Sales | Cost | Profit freq qual PR
0,129 0,137 0,095 | 0,082 | 0,125 | 0,12 0,121 0,04 0,15
Cost per lead -0,001 | -0,002 | -0,001 |-0,001 | -0,001 | -0,001 [ -0,001 0,000 -0,002 | -0,011
Cost per sale 0,012 | 0014 | 0,007 | 0005|0012 | 0,011 | 0011 0,001 0,017 | 0,089
Cont Advertising cost fo sale ratio 0,016 | -0,012 -0,003 0,213
Profit/cost break-even -0,004 | -0,004 | -0,002 | -0,001 | -0,003 |-0,003 | -0,003 0,000 |-0,005 | -0,025
Margin given away as (fg 585 | 0,090 | 0,043 | 0,032 [ 0,075 [ 0,069 | 0070 | 0008 0,576
incentive : i I L ’ I
e Customer satisfaction score | -0,007 | -0,008 | -0,004 | -0,003 |-0,007 | -0,006 | -0,006 -0,001 | -0,009 | -0,050
atisfaction:
Sales experience rating 0,000 | 0,000 | 0,000 [ 0,000 [ 0,000 | 0,000 | 0,000 0,000 0,000 | 0,000
Base reached 0011 0,013 | 0,006 | 0,005 | 0,010 | 0,010 [ 0,010 0,001 0,015 | 0,080
foscat Number of responses | 0050 | 0057 | 0027 | 0020 | 0,047 | 0,044 | 0044 | 0005 0364
frequency:
Percentage of farget | 5046 | 0052 | 0,025 | 0019 | 0,043 | 0,040 | 0040 | 0,004 0331
market sold
Creative Advertisement recognition | 0,024 | 0027 | 0,013 | 0,010 | 0,022 | 0,020 | 0,021 0,002 |0032 (0,170
vality:
oty Advertisement recall 0,044 | 0050 | 0,024 | 0,018 | 0,042 | 0,038 | 0,039 0,004 0,060 | 0,320
P.R. value: B voe dudedio 0,000 | 0000 | 0,000 | 0,000 | 0000 | 0000 | 0000 | 0000 | 0000|0000
campaign
New customers acquired - 0,059 | 0,044 . 0,094 | 0,095 0,010 . 0,779
Client Existing clients buying 0,032 | 0,036 | 0,017 | 0,013 | 0,030 | 0,027 | 0,028 0,003 0,043 | 0,227

acquisition: Ex-clients re-acquired 0,019 | 0021 0,010 | 0,007 | 0,017 | 0,016 | 0016 0,002 0,025 | 0,133
Cross-sale ratio 0,000 0,000 0,000 | 0,000 | 0,000 | 0,000 | 0,000 0,000 0,000 | 0,000
Future purchase intention | 0,000 | 0,000 | 0,000 | 0,000 | 0,000 | 0,000 [ 0,000 0,000 | 0,000 | 0,000

Loyalty programme

0,033 | 0037 | 0018 | 0,013 | 0,031 | 0,029 [ 0,029 0,003 [ 0,045 | 0,238

penetration
Loyally: | Loyalty p'°gg5”me Usage | 5006 | 0,007 | 0,003 | 0,002 | 0,006 | 0,005 | 0005 | 0001 |0008 | 0044
Retention (% more retained) | 0,030 | 0034 | 0,016 | 0,012 | 0,028 | 0,026 | 0,026 0,003 0,041 | 0,217
Lead to sale ratio 0014 | 0016 | 0,008 | 0,006 | 0013|0012 | 0012 | 0001 |0019 0,100
i Contact to sale ratio 0,025 | 0,028 | 0014 | 0,010 | 0,023 | 0,022 | 0,022 0,002 0,034 | 0,180
ales:
Total sales target 0,035 | 0,040 | 0,019 | 0,014 | 0,033 [ 0,031 | 0,031 0,003 0,048 | 0,254
Sales capacity 0,006 | -0,007 | 0,003 | -0,002 | -0,006 | 0,005 | 0,005 | -0001 |-0,008|-0044
tankgs bs‘j:lzd valeof 15038 | 0043 | 0,021 | 0015 | 0036 | 0033 | 0034 | 0004 0052|0275
Profit: Inflation assumption 0,000 | 0,000 | 0,000 (0,000 [ 0,000 | 0,000 | 0,000 0,000 | 0,000 | 0,000
Market share growth 0,000 | 0,000 | 0,000 | 0,000 | 0000 |0000| 0000 | 0000 |[0000 0000
Profit growth 0,062 | 0070 | 0,034 | 0025|0059 | 0,054 | 0055 | 0006 |0084 | 0450

0622 | 0,702 | 0,337 | 0,251 | 0,584 | 0,538 | 0,547 0,060 0,841 | 4,483

The payoff matrix was created by expressing the actual weightecnpeaihce score of a
campaignvariable in a theme in relation to the benchmarked weighted performance score by
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way of subtracting the benchmarked score from the actual score and multiplying the resulting
score with the AHP weighting. An example of the is sleere for cost per lead0(001) in
relation to customer satisfaction, which indicates to what extent cost per lead affected overall
campaign performance in relation to customer satisfaction, which in this example was
negligible. The score 0f0.001 was drived by subtracting the benchmarked score (0.108)
from the actual performance score (0.097) and multiplying the resulting nuliErl() with

the AHP weighting for customer satisfaction (0.129) to get agflascore of-0.001.

The colour coded pagff matrix makes it easy for the marketing practitioner to spot the areas
of underperformance in red and good performance in green. A yellow indicator indicates
performance that is on par or close to the benchmark set in the planningTgteaseores in
thegray block on the right of the matrix depict the sum total of the scores for the variable in

that line. The scores for cost per lead for example add up to a scOr@ldf.

As profit growth is directly related to the making of sales targets and thegcaftcosts, this
campaign was deemed to be extremely successful. The advertising cost to sale ratio may be
slightly underperforming compared to the benchmark, but the sheer volume of available
prospects and the resulting sales necessitated an increpsmnding to effectively handle the
distribution of mailers as well as cater for the amount of responses received through
increasing the sales force, which also came at an additional cost. Profitability is also linked
very strongly to retention of businessd this campaign delivered better loyalty programme
penetration and usage than planned. The only area of concern is in the customer satisfaction
area, where clients were targeted that were not as satisfied as required. Choosing the right
client base for directresponse campaign has a direct impact on its efficacy, and even better
results could have been obtained if a more satisfied base of clients had been targeted. The
mailer sent to the base was also very effective in conveying the intended valositmogms

it resonated with the base to such an extent that most of the clients could recall and recognise
the piece sent to them. This, in turn, had an effect on the number of responses received, and
although this big response rate had a negligible effiecustomer satisfaction, it created very

good word of mouth and other public relations opportunities. This campaign was executed
very well, and it outperformed the strategy and business objectives that were initially set. The
positive overall score 0f.48 indicates that as a whole the campaign outperformed the initial

benchmark set by almost five times.
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7.2.2.

Findings of the open market campaign retrofit

The campaign data used for the open market campaign retrofit process were also obtained

from the long tem insurance industry. It was a campaign that utilisetio, outdoor, online

and ambient advertising, with the goal of enticing prospective clients to buy life cover

t hrough

t he

v al

ue

proposition

of

t he méei

nked

tags were assigned to the colunimdable7.8as in the existing client campaign data sheets,

i.e. B is for the benchmarked performance indicators of the campaign elements, and A is for

the actual performance of those elements.

TABLE 7.8:OPEN MARKET CAMPAIGN DATA AND SCORES

Benchmark Actual INPUT

B A B A
R 70,00 R 85,00 Cost per lead 1,21 0,82
R 1 400 R 1550 Cost per sale 1,11 0,90
3,00 2,80 o Advertising cost to sale ratio 1,07 0,93
200% 125% Return on marketing costs 1,60 0,63
R 130 000 R 123 000 Campaign production (set) costs 0,95 1,06
1275000 1400000 Profit/cost break-even 1,10 091
80% 65% Customer satisfaction score 1,23 0,81
10000 8000 Satisfaction: Number of responses 1,25 0,80
0,10% 0,09% Percentage of target market sold 1,11 0,90
247,60 189,56 Radio AR's 1,31 077
942,00 827,00 Online ads click-through's 1,14 0,88
591 3,69 Rescn & fregoency Radio frequency 1,60 0,62
418297,00 437016,00 Online frequency (impressions) 0,96 1,04
50% 35% Advertisement recognition 1,43 0,70
10% 4% Secive il Advertisement recall 2,50 0,40

R 50 000 RO P.R. valve: P.R. value added to campaign

150,00 65,00 New customers acquired 2,31 0,43
25 4] Existing clients buying 0,61 1,64
25 18 Client acquisition: Ex-clients re-acquired 1,39 0,72
12,50% 30% Cross-sale ratio 0,42 2,40
1 2 Future purchase intention 0,50 2,00
25% 40% Loyalty programme penetration 0,63 1,60
5% 15% Loyalty: Loyalty programme usage rates 0,33 3,00
5% 9% Retention (% more retained) 0,56 1,80
2% 4% Lead to sale ratio 0,50 2,00
10% 12% o Contact fo sale ratio 0,83 1,20
200 124 Total sales target 1,61 0,62
2 2 Sales capacity 1,00 1,00
3000000 1488000 Earnings based value of sale 2,02 0,50
1 1 Inflation assumption 1,00 1,00
0,10% 0,07% e Market share growth 1,43 0,70
2% 1% Profit growth 2,00 0,50
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The same scoring methodology was usedisaussed under Tablfe4 6 s  h eha elxistimgy  (
client campaign scoringwith the actuaperformance indicatorexpressed in relative terms
to the benchmarked performance indicattmsTable7.8, an example of this scoring process
is depicted by the cost per lead dabtor with a score of 1.21 for the benchmarked value and
0.82 for the actual valueThis was derived as the actual cost per lead of R85,00,
underperformed by 18 percentrielation to the benchmarked cost per lead of R70,08se

2 numbers are then expressaddepicted in Table7.9 & 7.10, through the application of
the weightedbechmarked values (TabFe9) and the actual score$ the factors (or themes)

as depictd in Table7.10Q, as a value to be used in the game theoryqgfiaghatrix, as depicted

in Table7.11.
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TABLE 7.9:BENCHMARKED CAMPAIGN PERFORMANCE AS EXPRESSED
THROUGH THE AHP WEIGHTINGS.

INPUT Cu.s‘l Loyalty Flient Sales | Cost | Profit Reqch/ Srealive PR
satisf acq freq qual
0,113 0,09 0,123 | 0,103 | 0,094 | 0,179 0,078 0,06 0,16
Cost per lead 0,137 0,109 0,149 | 0,125 | 0,114 | 0,217 0,095 0,073 0,194
Cost per sale 0,125 0,100 0,136 | 0,114 | 0,104 | 0,198 0,086 0,066 0,177
Advertising cost to sale ratio 0,121 0,096 0,132 | 0,110 | 0,101 | 0,192 0,084 0,064 0,171
Cost: Return on marketing costs 0,181 0,144 0,197 | 0,165 | 0,150 | 0,286 | 0,125 0,096 0,256
CApoEn poducton 0107 | 0085 | 0116 | 0097 | 0,089 | 0,169 | 0074 | 0057 | 0151
(set) costs
Profit/cost break-even 0,124 0,099 0,135 | 0,113 | 0,103 | 0,197 0,086 0,066 0,176
Customer satisfaction score 0,139 0.111 0,151 | 0,127 | 0,116 | 0,220 0,096 0,074 0,197
Satisfaction: Number of responses 0,141 0,113 0,154 | 0,129 | 0,118 | 0,224 0,098 0,075 0,200
Foreeniage ol et 0126 | 0100 | 0137 | 0114 | 0,104 | 0,199 | 0087 | 0067 | 0178
market sold
Radio AR's 0,148 0,118 0,161 0,135 | 0,123 | 0,234 0,102 0,078 0,209
FR“‘:" & Online ads click-through’s | 0,129 | 0,103 | 0,140 | 0,117 | 0,107 | 0,204 | 0,089 0068 | 0,182
requenc
ed Y Radio frequency 0,181 0,144 0,197 | 0,165 | 0,151 | 0,287 0,125 0,096 0,256
Online frequency (impressions) | 0,108 0,086 0,118 | 0,099 | 0,090 | 0,171 0,075 0,057 0,153
Credtive Advertisement recognition 0,161 0,129 0,176 | 0,147 | 0,134 | 0,256 | 0,111 0,086 0,229
vality:
Suatly Advertisement recall 0,283 0,225 0,308 | 0,258 | 0,235 | 0,448 | 0,195 0,150 0,400
P.R. value added to
P.R. valuve: 2
campaign
New customers acquired 0,261 0,208 0284 | 0,238 | 0,217 | 0,413 0,180 0,138 0,369
Client Existing clients buying 0,069 0,055 0,075 | 0,063 | 0,057 | 0,109 0,048 0,037 0,098
acquisition: Ex-clients re-acquired 0,157 0,125 0,171 0,143 | 0,131 | 0,249 0,108 0,083 0,222
Cross-sale ratio 0,047 0,038 0,051 0,043 | 0,039 | 0,075 0,033 0,025 0,067
Future purchase intention 0,057 0,045 0,062 | 0,052 | 0,047 | 0,090 0,039 0,030 0,080
Loyaly prograrine 0071 | 0056 | 0077 | 0064 | 0059 | 0112 | 0049 | 0038 | 0,100
penetration
S Loydly piodia iisie 0038 | 0030 | 0041 | 0034 | 0031 | 0060 | 0026 | 0020 | 0053
usage rates
Retention (% more retained) 0,063 0,050 0,068 | 0,057 | 0,052 | 0,099 0,043 0,033 0,089
Lead to sale ratio 0,057 0,045 0,062 | 0,052 | 0,047 | 0,090 0,039 0,030 0,080
0 Contact to sale ratio 0,094 0,075 0,103 | 0,085 | 0,078 | 0,149 0,065 0,050 0,133
ales:
Total sales target 0,182 0,145 0,198 | 0,166 | 0,152 | 0,289 0,126 0,097 0,258
Sales capacity 0,113 0,090 0,123 | 0,103 | 0,094 | 0,179 0,078 0,060 0,160
Earnings based value of sale | 0,228 0,181 0,248 | 0,208 | 0,190 | 0,361 0,157 0,121 0,323
S Inflation assumption 0,113 0,090 0,123 | 0,103 | 0,094 | 0,179 0,078 0,060 0,160
rofit:
Market share growth 0,161 0,129 0,176 | 0,147 | 0,134 | 0,256 0,111 0,086 0,229
Profit growth 0,226 0,180 0,246 | 0,206 | 0,188 | 0,358 0,156 0,120 0,320

The benchmarked performance scores per campaign variable wered cbyausing the
relative benchmarked scores (as depicted in Tadg and multiplying them with the
weighted AHP scores (at the top of TalBle, depicted in yellow) for the different themes.
An example of this is the cost per lead variable within tist teeme, expressed as a score in
relation to customer satisfaction. This was calculated by multiplying the relative
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(benchmarked vs. actual) benchmarked performance score of cost per lead (1.21) with
cust omer satisfactionds |\iseresglied & & beAddBarkedc or e

performance score of 0.137 for cost per lead.

The campaign scores were then weighted with the AHP results to createof paatrix

from which insight could be derived on overall campaign performance as well as on
performane of campaign elements compared to the set benchnidrisspayoff matrix is
depicted in Tabl&.11.
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TABLE 7.10: ACTUAL CAMPAIGN PERFORMANCE AS EXPRESSED THROUGH

THE AHP WEIGHTINGS
INPUT ;‘:i‘:f Loyalty ‘if::' Sales | Cost | Profit R:‘;"/ C’::fl"e PR
B A [0113| 009 0,123 | 0,103 [ 0,094 [ 0,179 | 0,078 0,06 0,16
Cost per lead 1,21 1 082 | 0,093 | 0074 | 0,101 | 0,085 [ 0,077 [ 0,147 | 0,064 0049 |0,132
Cost per sale 1,11 [ 0,90 | 0,102 | 0,081 0111 | 0,093 [ 0,085 0,162 | 0,070 0054 |0,145
Advertising cost to sale ratio | 1,07 | 0,93 | 0,105 | 0,084 0,115 | 0,096 | 0,088 | 0,167 | 0,073 0,056 0,149
Cost: Return on marketing costs | 1,60 | 0,63 | 0,071 | 0,056 0,077 | 0,064 | 0,059 | 0,112 | 0,049 0,038 0,100

Campaign production | 55 | 106 1 0119 | 0,095 | 0130 | 0,109 [ 0099 | 0,189 | 0082 | 0063 |01

(set) costs
Profit/cost break-even | 1,10 | 091 | 0,103 | 0,082 | 0112 | 0094 | 0086|0163 | 0071 | 0055 |[0,146
Customer satisfaction score | 1,23 | 0,81 | 0,092 | 0,073 0,100 | 0,084 | 0,076 | 0,145 | 0,063 0,049 0,130
sofistaction: |__Number of responses 125 [ 0,80 [ 0,090 | 0072 | 0,098 | 0082 [ 0075|0143 | 0062 | 0048 0,128
tofggf:;‘:f’e‘jf; . 101 | 090 [0102| 0081 | 0111 | 0093 [ 0085|0161 | 0070 | 0054 |0,144
Radio AR's 131 | 077 | 0087 | 0069 | 0094 | 0079 [ 0072|0137 | 0060 | 0046 0122
Reach& | Online ads click-through's | 1,14 | 0,88 | 0099 | 0079 | 0,108 | 0090 | 0083|0157 | 0068 | 0053 |o0.140
Frequency Radio frequency 1,60 | 0,62 [ 0071 | 0056 | 0077 | 0064 [ 0059 [0112| 0049 | 0037 |o0,100

Online frequency

: S 096|104 |0118| 0,094 0,129 | 0,108 | 0,098 [ 0,187 | 0,081 0,063 0,167
(impressions)

Creative Advertisement recognition | 1,43 | 0,70 | 0,079 | 0,063 | 0,086 | 0,072 | 0,066 | 0,125 | 0,055 0042 |[0112

Sty Advertisement recall 2,50 | 0,40 [ 0,045 | 0,036 0,049 | 0,041 | 0,038 [ 0,072 | 0,031 0,024 0,064
PR value: P.R. value c(.dded to

campaign

New customers acquired 231 | 0,43 [ 0,049 | 0,039 0,053 | 0,045 | 0,041 | 0,078 | 0,034 0,026 0,069

Client Existing clients buying 0,61 | 1,64 [ 0,185 | 0,148 0,202 | 0,169 | 0,154 | 0,294 | 0,128 0,098 0,262

acquisition: Ex-clients re-acquired 1,39 | 0,72 | 0,081 | 0,065 0,089 | 0,074 | 0,068 [ 0,129 | 0,056 0,043 0,115

Cross-sale ratio 0,42 | 2,40 | 0,271 0,216 0,295 | 0,247 | 0,226 | 0,430 | 0,187 0,144 0,384

Future purchase intention | 0,50 | 2,00 | 0,226 | 0,180 0,246 | 0,206 | 0,188 [ 0,358 | 0,156 0,120 0,320

Loyally programme | 6 43 | ) 5 | 0,181 | 0144 | 0197 | 0,165 [ 0.150 [ 0286 | 0125 | 0096 |o0256
penetration

Loyaily Loyaly progiamos 033 300 (0339 | 0270 | 0369 | 0309 [0282| 0537 | 0234 | 018 | 0480
usage rates

Retention (% more retained) | 0,56 | 1,80 | 0,203 | 0,162 0,221 | 0,185 | 0,169 | 0,322 | 0,140 0,108 0,288

Lead to sale ratio 0,50 | 200 | 0,226 | 0,180 0,246 | 0,206 | 0,188 [ 0,358 | 0,156 0,120 0,320

) Contact fo sale ratio 083|120 |0,136| 0,108 0,148 | 0,124 | 0,113 [ 0215 | 0,094 0,072 0,192

ke Total sales target 1,61 | 0,62 | 0,070 | 0,056 0,076 | 0,064 | 0,058 | 0,111 0,048 0,037 0,099

Sales capacity 1,00 [ 1,00 [ 0,113 | 0,090 0,123 | 0,103 | 0,094 | 0,179 | 0,078 0,060 0,160

Earnings based value of sale | 2,02 | 0,50 | 0,056 | 0,045 0,061 | 0,051 | 0,047 | 0,089 | 0,039 0,030 0,079

Pt Inflation assumption 1,00 | 1,00 [ 0,113 | 0,090 0,123 | 0,103 | 0,094 | 0,179 | 0,078 0,060 0,160

Market share growth 1,43 1 0,70 | 0,079 | 0,063 0,086 | 0,072 | 0,066 | 0,125 | 0,055 0,042 0,112

Profit growth 2,00 | 0,50 [ 0,057 | 0,045 0,062 | 0,052 | 0,047 | 0,090 | 0,039 0,030 0,080

The actualcampaign performance scores periafgle within the identified themes were
calculated by multiplying the relative (to benchmark) scores as depicted in7l&bhgth the
AHP weighted theme scores, depicted at the top in yellow in Talle The score of cost
per lead in relation to cust@nsatisfaction for example was calculated by taking the actual
performance score of 0.82 (see Tabk) and multiplying it with the AHP weighted score of
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customer satisfaction of 0.113. This results in a score of 0.093 for cost per lead in relation to
customer satisfaction. The scores in Tablé&s and7.10were then used to create a jal

matrix (Table7.11) that acts as a performance dashboard of the campaign.

TABLE 7.11: OPEN MARKET CAMPAIGN PAY -OFF MATRIX
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