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Does Direct Response Make Sense

within your Marketing Plan?

Business Plan
\ 4

1. Target
Audience

2. Goals and
Objectives

3. Strategies

4. Issues

5. Possible
Messages
6. Positioning

7. Execution

8. Measurement

9. Process
Improvement

Marketing Plan

[«

11. Fine-tuning

10. Feedback
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1 Residential customers | | 2 Small businesses | | 3 Large Business |
1 Revenue of $750,000 at | 2 5% of customers within 1 2. 1
$60 per household per year | 5 years (12,500)
3 12,500 customers; 2,500 | 4 Annual Budget $100,000 3 4. 3
this year or 209 per month ($40 per customer)
1 Guerrilla marketing 2 Improve Targeting 1 2. 1
3 Maximize back-end 3 4. 3
profitability
1 Global warming | 2 Rising energy 3 Limited budget 1 2 1 2
in the news prices
4 Premium prices | 5 Nearby wind 6 New biogas 4 5 4 5
a problem farms a plus facility soon
1 Problem-Solver | 2 Tangible 3 Convenience 1 2 1 2

Equivalent

4 Strength of 5 Local economic | 6 4 5 4 5
product development

Solution to a daunting problem | | 1 | | 1
1 3 Bill inserts per year 2 Sierra Club and other 1 2 1

environ. endorsements

3 Direct mail 4 Newsletters for retention 3 4 3
5 Green people 6 Retail partnerships 5 6 5
7 Fairs and table tops 8 Eamed Media 7 8 7

1 Conversion rates, tactical & campaign RO, etc. | | 1 | | 1
1 Prioritize tactics | 2 Improve metrics | 3 More market 1 2 1 2
based on results and testing research
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Letter vs. Brochure:

Cost Picture on 100,000 piece mailing

Assumptions:
100,000 piece mailing, 1 percent response

o |etter

— Per piece cost: $0.30 - $0.38
— Cost per acquired customer: $30 - $38
— Payback: ~6-months

 Brochure

— per piece cost: $0.65 - $1.29
— Cost per acquired customer: $65 - $129
— Payback: ~18-24 month
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History: SMUD’s Greenergy Letter

Excerpts (Late 2003)

Dear [SMUD Customer]:

Greenergy — It’s Like Planting % of an Acre of Trees or Parking Your Car
for Six Months. T

Keep reading to find out more about the important energy choices that you
have, how little it costs to make a difference with Greenergy, and how
you can get a free $15 Arden Fair Mall gift certificate just for signing up
for six months or more.

Join For Six Months and Get a Free $15 Arden Fair Mall Gift Certificate — It's easy to
enroll or request a free green power buyers guide. Just fill out and mail the reply card,
call SMUD at 888-742-SMUD (7683) or visit Greenergy on-line at www.smud.org.

Greenest Regards,
Jim Burke - Program Manager
PS - This offer is limited, to get your free gift certificate reply on or before 12/31/03.

Source: SMUD
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What Folks Read (In Order)

« Headline

e Johnson box

* Postscript

« Graphics and captions

 Bullets and bold
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How Effectively Current Messages Motivate:

. - n= Average
Source: Platts; n=490 Saa o e

Message Statement 1-10) Box Box

Environmental equivalent. 6.85 13.2 29.2

50% of premium earmarked for new renewable
development. 6.5 83 202

One of the fastest growing clean energy
programs in the country. 436 0.6 34



The Problem-Solver Message: We Energies’

Response to the "Missed Opportunity”

You solve problems every day. Now you
can help clean up the environment

everyday, too.

You love the feeling of satisfaction you get when you solve
a problem. But sometimes the problems you are most
concerned about seem out of your control — like taking
care of the environment. That's frustrating. You could
throw up your hands, but that’s not you. You face life
head-on. When it comes to the environment, you want to
choose how the electric you consume is generated.
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We Energies Energy For Tomorrow —
Testing Traditional Messages

Environmental Equivalent: Similar
to planting two acres of trees or
parking an SUV for 12 months.

Legacy: Preserve the environment
for future generations.
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We Energies’ Energy for Tomorrow

Program: Message and Segment Testing

2005 Direct Mail Campaign
Analysis

1.8%

1.6% -

1.4% -
8 1.2% @ E Source PRIZM NE #2
8 1 0% m E Source PRIZM NE #3
i O E Source PRIZM NE #1
2 0.8% -
o O Control Group
(@]
E 0.6% - @ Total

0.4%

0.2%

0.0% ‘ ‘

1 2 3
Letter Number

Source: We Energies
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Cost Savings —

We Energies Spring 2005

> Per-piece cost (letter): PRIZM NE segmentation:
$0.32 Spent $9718 to acquire 411
customers ($23.64/customer)

> Response:
At Random Response Rate:

— $31.27/customer

» 1.35% - targeted group

(411 sign-ups/30,367 — Would have had to mail to extra
households). ’ 9,898 extra households to get 411
sign-ups

» 1.02% - random group
Cost savings vs. random:

» Confidence interval: 90% — $3,167 ($7.71/customer)
— ~28% of budget
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Revenue Generation —

We Energies Spring 2005

» Control Response Rate = PRIZM NE Segmentation:

1.02% Acquired 411 new customers
($24,660/year)

> Targeted Response Rate =

1.35% Random:
Would have acquired 310 new
> Average Annual Revenue customers ($18,585/year)

per Customer = ~$60

Annual revenue gain, targeted
VS. random:
— 101 customers
— $6,075 (~33% difference)
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PacifiCorp’s Blue Sky Program:

Spring 2005 Mailing

Response

Group HHs Sent Sign-ups Rate

A Group 30,358 380 1.25%
B Group 77,076 796 1.03%
Total, targeted 107,434 1,176 1.09%
Control Group 10,000 67 0.67%
Total mailing, letter 117,434 1,243 0.99%
Test of Brochure 11,933 38 0.32%
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Cost Savings —

PacifiCorp “A” Group

> Per-piece costs: :
PRIZM NE Segmentation:

> Letter: $.38. Mailed to 30,358 to acquire 380
customers ($30.35/customer)

> Test brochure: $1.29.
At Random Response Rate:

> Response: $56.72/customer
Would have had to mail to ~27,000 extra
> 1.25% - “A” group (380 households
sign-ups).

Cost Savings vs. Random:
— At letter rate: ~$10K

> 0.67% - Random group (67

sign-ups). ($26.37/customer)
. . — At brochure rate: ~$35k
> Confidence interval: 95% ($193.50/customer)$

— ~45% of budget
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Cost Savings —

PacifiCorp Total Spring 2005 Mailing

» Per-piece costs: PRIZM NE Segmentation:
Mailed to 107,434 to acquire 1,176
> Letter: $.38. customers ($34.72/customer)

At Random Response:
$56.72/customer
Would have had to mail to ~68,000 extra
> Response: households
Cost Savings vs. Random:

— At letter rate: ~$26K ($22/customer)

— At brochure rate: ~$88k
($74.83/customer)

— ~58% of budget
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» Brochure (test): $1.29.

» 1.09% - Targeted group
(1,176 customers).

> 0.67% - Random group;



Revenue Generation —

PacifiCorp Spring 2005 Mailing

Goal:

> Maximize new sign-ups
and ROI from a mailing
with a ~$41,000 budget.

Results:

> Control Response Rate =
0.67%

> Segmentation Response
Rate = 1.09%

> Annual Revenue per
Customer = ~$60

PRIZM NE Response Rate:

Acquired 1,176 new customers
($70,560/year)

Random Response Rate:

Would have acquired 720 new
customers ($43,188/year)

Annual revenue gain,
targeted vs. random:

— 456 extra customers
— ~$27,360 (63% difference)
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3 Phases Energy for Pacific Power's Blue Sky

- Oregon, Spring/Summer 04

Random Mailing (Control Group):
Accounts mailed: 5000
New Customers: 29
Response rate: .58%

Mailing Using E SOURCE PRIZM Data
Accounts mailed: 22,369
New Customers: 306
Response rate: 1.37%
(2.36x the random mailing response rate)
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Cost Savings —

3 Phases Energy, Oregon

PRIZM Segmentation:

306 customers

Per plece cost:

~$.65-70. Cost: ~$14,500 ($~47.39/customer)

Response: Control (Random Mailing):
0 ~$112/customer

1.37% - Target group Would have had to mail to ~53K

Mailed to 22,369 HHs to acquire extra HHs

306 customers. Cost: $~34K (~$111/customer)

Cost Savings vs. Random:
0.58% - Random group —$20K

~$64/customer
(~111% of budget)
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Revenue Generation —

3 Phases Energy, Oregon

1.37% - Target group PRIZM Segmentation:

acquired 306 customers
(~$18k/year)

0.58% - Random group

Average Annual Revenue

per Customer = ~$60 Control (Random Mailing):
Would have acquired 130
customers

(~$7800/year)

Revenue Gain, targeted vs. random:

e Extra 176 customers
* $10,560/year (135%)
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For More Information

Barry Friedman

Research Manager
E SOURCE Green Energy Watch
Platts, Boulder, Co.

Tel. 720-548-5417
barry friedman@platts.com
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