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Introduction

Acquiring, retaining and maximizing profitable customers is as difficult as ever. Media
fragmentation, organizational silos, data availability and wusability, infrastructure
constraints, analytical competencies and organizational culture continue to challenge
marketers on a daily basis. The customer relationship management and technological
revolutions of the 1990s heightened the focus on marketing and its role in
understanding, managing and maximizing the customer lifecycle. These new
customer management strategies, coupled with an ever-increasing amount of
information and media choices, have made the marketing enterprise more complex
than ever.

Marketing in the decades to come will be about information, facts and accountability.
In order for the marketing enterprise to respond, it must master the science of
quantitative marketing, the discipline of using fact-based information about prospects
and customers to improve marketing performance. Although we believe quantitative
marketing and database marketing are essentially the same thing, we use the term
quantitative marketing to represent what we believe is “true” database marketing.
The accepted usage of the term database marketing in the marketplace is actually referring
to database-based marketing, which focuses on the simple fact that a database of
customers or prospects is used in marketing efforts. Quantitative marketing or “true”
database marketing requires a strong integration of database, content, analytic and
strategic capabilities to measurably impact marketing performance.

The purpose of this paper is to explore the value of quantitative approaches within
the marketing enterprise and illustrate how chief marketing officers (CMOs) and
executives could master the use of quantitative marketing strategies to respond to the
ever-increasing complexity of consumer marketing.
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Executive Summary

As the marketing enterprise becomes more complex, it becomes increasingly difficult
to manage, especially those organizations that have relied exclusively on traditional
“right” brain (qualitative) approaches. A qualitative approach is no longer adequate in
today’s ultra competitive environment. However, when combined with a balancing
and progressive “left” brain discipline (quantitative), dramatic improvements to
marketing objectives can be achieved.

Marketing today is about information. Information about markets, information about
prospects and customers, information about medias, information about channels,
information about behaviors, information about value (current and future) and most
importantly, information about return on marketing investment. It’s imperative that
marketers have a framework for making sense out of all the information and
connecting it directly to business results.

Chief executives are increasingly concentrating on measuring return on marketing
investment (ROMID). According to James Speros, Chairman of the Association of
National Advertising, “CEO’s are focused on tangible results, such as sales numbers,
while CMO’s tend to use proxies such as brand awareness and purchase intent to
measure their success. We have to learn the language of the CEO.”" Chief marketing
officers continue to struggle with how to be effective in this new world, and
knowledge of new technologies and media are now necessary to be effective in this
new marketing landscape. Forrester Research believes that “quantitative, analytical
skills are eclipsing media and creative talent to become the most important elements
in the discipline of marketing.”? Coupled with the demand for accountability, this has
led to an environment where information is king.

What is Quantitative Marketing?

Marketing educator and advisor, Phillip Kotler, defines marketing as “a societal
process by which individuals and groups obtain what they need and want through
offerings, and freely exchanging products and services of value with others.”
While this definition addresses the traditional qualitative notion of marketing, it
does not reflect the quantitative dimension of marketing that is rapidly growing in
importance.

Quantitative marketing is about data, facts, information and knowledge. We
define quantitative marketing as the utilization of facts and knowledge to better understand the
behaviors of consumers across the marketing enterprise to maximize marketing investment. Quantitative
marketing uses a combination of a specific set of strategies, processes and
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competencies that are rooted in a measurable and analytical foundation.
Quantitative marketing is about using facts to drive business decisions.

There are two basic kinds of facts that can be studied in the marketing enterprise
that are associated with creating marketing results: observed and unobserved.
Observed facts represent the “known” and create a critical direct linkage between
a marketing effort (e.g., direct marketing campaign) and the desired outcome
represented by actual consumer response or purchase behavior.  Unobserved
facts may not be directly observable based on action, but are “knowable” and
represent an area of latent value in the overall marketing-database continuum.
These facts require additional quantitative measurement strategies and methods to
fully understand and leverage.® For example, knowing the “best” market segment-
level pricing strategies for a new product launch may be currently unknown, but is
imminently knowable with appropriate pre-launch customer research.

By combining both available sets of facts through quantitative marketing,
marketing to the right customer is based on the cooperation between the right and
left disciplines.

Bridging between what the customer actually wants and what the customer will
actually buy covers the full continuum between “left-brain” and “right-brain”
thinking and understanding. That is, understanding how to truly optimize
marketing and subsequent database marketing results starts with understanding
what the customer wants now and in the immediate future (based on the full set
of available products), and then inferring what value these products will produce
for both the customer and the corporation. Understanding whether the customer
wants these products from this corporation remains an unanswered question and
requires making further inferences about the brand, including product desirability
and potential.

Examples of inferred facts include customer perceptions related to:

Actual offer, pricing, product advertising, product improvements,
competitive strengths, channel incentives

Company related to customer service, tone or manner, culture, future
direction (down or up?)

Image advertising, customer service (friendly or distant?)
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Creating the quantitatively-based bridge between the known and the unknown, but
knowable realm of available facts enables even greater marketing results.
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Why Quantitative Marketing?

Quantitative marketing is rooted in the truth. The truth about marketing’s impact on
consumer behavior, the truth about customer value, the truth about media and
channel cannibalization, and the truth about marketing return on investment. The
current level of satisfaction with knowing less than the whole truth about marketing
effectiveness is simply a holdover from a time when the actual truth was unknowable.
That time has passed and so should the complacency about inferring effectiveness
through yesterday’s metrics. As the old saying goes “half of my marketing dollars are
wasted, I just don’t know which half.” Today, this answer is substantially more
“knowable” than just a decade ago. This is true for four reasons:

Technology: Technology is enabling massive amounts of data to be
captured and stored throughout the marketing value chain and
customer lifecycle. ~ This has led to virtually every marketing
organization having some type of marketing database. This has also
led to an ever-increasing amount of data being stored. In the 1990s,
the average consumer marketing database was measured in gigabytes,
and now less than a decade later, in terabytes. The improved cost,
availability and functionality of technology are constantly enabling the
marketing landscape.

Medias: Due to technology and media fragmentation, virtually every
form of media today is becoming more targetable, addressable, and
measurable. This is generally good news for a skilled target marketer
and not so for a typical mass marketer.

Competencies: As the marketing landscape continues to evolve, two
core competencies must evolve along with it; technology and
advanced analytics. Technology is becoming a key function inside the
marketing enterprise in two core areas — infrastructure (databases,
website, etc.) and media (TIVO, cookies, spiders, etc.). Analytic
competencies connect business reality with marketing facts to create
an actionable plan. This is both good and bad news for marketers.
In a typical organization, the bad news is that these competencies are
generally new and underdeveloped. The good news, however, is that
these competencies are becoming more readily available in the
marketplace everyday.

Leadership: Most chief marketing officers in the Fortune 1000 do not
have a deep scientific, mathematical, statistical or technological
orientation; therefore a quantitative approach to marketing is not
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generally a primary focus. Whereas fact-based quantitative marketing
will continue to prove successful, an ever-increasing number of
marketing executives will realize the need to base leadership
strategies on these competencies.

Utilizing a quantitative marketing approach allows marketers to understand the true
impact of their marketing tactics, creating a foundation for improvement and learning.
Quantitative marketing turns the “unknowable” into the “knowable,” and enables the
allocation of marketing dollars with precision and control similar to other critical
business processes such as manufacturing or product development.

Primary Uses of Quantitative Marketing

Quantitative marketing’s primary role in the marketing enterprise revolves around five
core areas: Targeting, Contact Management, Media Optimization, Content
Management and Performance Management.

Targeting:  Targeting the right offer to the right audience is critical to
any successful marketing program. Using a quantitative approach to
managing and understanding audience both today and over time is a
substantial opportunity for most organizations, which have ineffective
segmentation, poor targeting and underdeveloped decision processes.

Contact Management: Most direct-response marketers have no fact-
based understanding of media contacts. As multi-media marketing
increases in popularity, ensuring that a campaign reaches its intended
audience at the right time is more important than ever. Understanding
the timing, sequence and frequency of contacts is only possible using a
quantitative approach. Effective contact management requires a strong
level of testing and strategy tied to quantitative optimization.

Media Optimization: Understanding the performance of a single
medium seems straightforward. However, in today’s world it is
unlikely that a single medium would be in the marketplace and not be
influenced by other media. Understanding the incremental impact of a
medium or media is a critical opportunity and requires a combination
of market-level and individual-level analytics.

Content Management: Content is data that is contained within an
infrastructure and used for marketing. Accessing, evaluating and
integrating the right content are absolutely critical in creating a high
performing marketing program. Only content that is predictive,
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descriptive or has business value should be included in the
infrastructure. Quantitative marketing provides the value judgment on
migrating data into content.

Performance Management: Performance management is the
foundation of understanding and managing marketing investment. The
ability to effectively test, plan, attribute and measure a marketing
activity is rooted in a quantitative approach. For leading marketing
organizations, the creation of an effective performance management
capability to predict, measure and optimize the performance of all
media and channels will become a strategic imperative in the future.

The Challenge

If quantitative marketing makes such a big impact on marketing performance, why
isn't more good quantitative marketing happening? The reason is simple: It’s
difficult and challenging. Implementing quantitative approaches to marketing
requires a sound vision, well-crafted strategy and flawless execution, but it also
requires a new set of competencies, processes, organizational design, culture and
new measures of success that will allow it to be effective. There are three major
issues limiting the ability of most organizations from implementing quantitative
marketing.

Issue #1

Quantitative marketing requires data. Not just any data, but the right content.
This seems obvious to most marketers but generally doesn’t get a lot of attention
in the marketplace. Most marketers are under the impression that they need more
“good” data, when in fact, that is not true at all. What marketers really need is
more ability to use the data they have. Gartner calls this the “Knowledge Gap.”*

A The Knowledge Gap

Source: Gartner, Inc.

Amount -
of Availability
Data
Knowledge
Gap

Ability
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Figure 1

The Knowledge Gap is the gap between data availability and one’s ability to use it.
Gartner argues that there is far more data available than anyone is actually able to
use. To compound matters, the rate at which additional data is becoming available
is greater than the rate of our ability to use it.

Data theoretically “enables” quantitative marketing activities.  Although this is
technically true, for the vast majority of marketing organizations, data is actually a
constraint. This is true for several reasons, including a lack of understanding of
the true value of data. This lack of understanding leads to capturing and storing
the wrong data, building large and complex infrastructures to support that wrong
data, and increases costs and cycle times. These decisions combine to reduce
flexibility, capability and return on investment.

All quantitative marketers must first determine the true value of data to their
marketing enterprise. This can be achieved by a rigorous, statistically driven
process to identify the predictive, descriptive or business value of data.

Issue #2

The second major issue quantitative marketers face is the Quantitative Marketing
Gap - the gap between ideas and implementation. Most marketing organizations
do not lack ideas, but instead lack the ability to organize and efficiently implement
the right ideas.

Why Does The Gap Exist?

Most direct
« Lack of understanding marketers are
{think they are already doing it) unable to
+ Lack of business intelligence capitalize on

(knowledge) available ideas

+ Lack of infrastructure

* High cost of implementation

+ Time associated with
implementation

+ Lack of clear ROl metrics

* Organizational silos

Marketing
Strategy

Quantitative Marketing Gap

Marketing
Execution
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Figure 2

The Quantitative Marketing Gap exists for many reasons, including lack of
understanding (they think they are already doing it), lack of knowledge (they
don’t know what they don’t know), lack of infrastructure, lack of clear success
metrics, lack of resources or, worst of all, risk aversion (they don’t want to take
the risk).

Issue #3

The third issue is functional complexity of marketing. Implementing quantitative
marketing strategies is complicated and requires many competencies and
processes to come together at the same time to be successful. At a minimum, these
processes include Strategy, Data and Analytics, Infrastructure, Production and
Organizational Management.

Organization

Figure 3

In order to master the functional complexity, it is important to have a clear
understanding of how the functional groups work together. As complexity
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increases there is a greater likelihood that decisions and initiatives start to focus on
the process and timelines in order to meet production schedules. This is often in conflict
with working on the “right” things that will actually have a direct impact on
results. Culture, management and leadership play significant roles in helping
organizations work on “the right things” versus “doing things right.”

The difficulty is integrating the functions and keeping them balanced. It’s too easy
to push forward on one or two with diminishing returns caused by the others.
Whichever function is the weakest link, or most lacking, tends to limit the whole
process.  For example, many database marketing organizations focus on
infrastructure and pay relatively little attention to the content that is contained
within that infrastructure. Loading, processing, and storing data that have no
marketing value frustrates efforts to improve system performance and distracts
marketers from accomplishing a key quantitative marketing task — integrating
content that increases universe size and improves predictive power. Database
marketers in this situation must focus on the right content to improve marketing
return on investment.

The Opportunity
Moving From “Knowable to Doable”

The opportunity to apply quantitative tools and techniques to marketing is
widespread. The vast majority of world-class organizations are still making poor use
of data and facts within the marketing arena, costing the enterprise millions of dollars
in opportunity. Merkle has shown that organizations that are rooted in a quantitative
approach and can bridge the gap between ideas and implementation will emerge as
market leaders. Typically, quantitative marketing initiatives that are executed in the
marketplace yield huge return on investments and millions of dollars in incremental
sales.

Kevin Rollins, COO of Dell Inc., was recently asked, “Do you ever worry that any of
your competitors will figure out the secret of your business model?”  Rollins
responded, “I think that’s unlikely. The elements of our business model are not
unknowable. They are just undoable. They've been working at figuring out how to
do the Dell thing since 1992. So far they haven’t, and it’s pretty clear why not. It's
the same reason why Kmart has not become Wal-Mart. It’s very difficult to change an
entire culture — an entire business model — and get good at doing something. They’re
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not going to catch us.”” Dell has bridged the gap between “knowable” and “doable”.
This concept of “knowable” vs. “doable” is readily applicable within the quantitative
marketing arena as well.

Most marketers understand the dimensions and objectives of a quantitative approach
to marketing. They conceptually understand audience definition and selection, offer
arbitration, contact cadence, response attribution, customer value and incremental
impact of media, to name a few. This knowledge and understanding is “knowable.”

If a fact-based understanding of true marketing performance is “knowable” then why
is it still not “doable” for most marketers? The answer lies in a complex set of
organizational dynamics - Vision, Culture, Strategy, Processes, Capabilities,
Competencies and Desires. The marketplace in general speaks endlessly of vision
around CRM, One to One marketing, Integrated Marketing, Database Marketing, and
customer centric marketing, but very little is ever mentioned of true quantitative
marketing.

At Merkle, we have created the necessary frameworks, tools and processes around

quantitative marketing that allow an organization to move from “knowable” to
“doable.”

© 2%?4, Merkle. All rights reserved.
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Quantitative Marketing Framework
Through our extensive research and thought leadership initiatives, Merkle has

identified the framework necessary for conducting quantitative marketing strategies
and initiatives within any organization. We call this our Quantitative Marketing

Framework:

STRATEGY

Corporate Branding Marketing Customer Management
Strategy Strategy Strategy Strategy

DBEM MANAGEMENT PROCESSES

DEM PROFIT DRIVERS

ALIDENCE OFFER CONTACT CHANNEL MEBSAGE | L

Drivers

ORGANIZATION MANAGEMENT
Structure Education

Culture & Staffing Competencies & Training
C onstraints

INFRASTRUCTURE MANAGEMENT
Alignment Functionality Accessibility Performance

Figure 4

Mastering the use of quantitative marketing strategies requires several key critical
functions within the marketing organization. Critical functions are viewed from
the top as either being enablers or constraints. Strategy and processes tend to be
key enablers while infrastructure and the organization itself tend to be constraints.
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Enablers

Strategy: Marketing strategy is getting more complex over time. Today,
marketers have to deal with many dimensions of strategy as outlined below:

Growth
« Profitability
Corporate\  « Value Proposition
Strategies « Market Share

Position

i i * Promise
Branding Strategies « Experience

Product
* Price

Marketing Strategies

ProRiatien

« Acquire

Customer Management Strategic X

* Maximize

Figure 5

Corporate Strategy, Branding Strategy, Marketing Strategy and Customer
Management Strategy all must work together to achieve maximum results.
Corporate strategies generally feed branding strategies, which in turn feed
marketing strategies that finally impact customer management strategies. Even
after a decade of talk about customer relationship management, Customer
Management is not only an afterthought; it is non-existent for most organizations.
While they may have new customer acquisition goals and retention benchmarks,
few companies have effective customer lifecycle management, segmentation and
value management. Bridging these four dimensions of marketing strategy through
the use of a quantitative marketing approach that seeks to know all the facts
(known and unknown) unleashes the full power of database marketing results.
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Profit Drivers

Profit drivers are only things that actually change marketing performance.
Therefore, it is critical that all quantitative marketing activities can be linked back
to a specific profit driver.

DBM PROFIT DRIVERS

T ™
AUDIENC OFFE ‘ MEDI CHANNE MESSAG m

[ L 2 J B ' = =

Figure 6

Audience; The gr of households or individuals selected or
targeted for a niarke ing campaign.

Offer: The value proposition presented to the audience.

OntaC The timing sequence and frequency of communications to
e audience.

Media: Outbound vehicle used to communicate offers to the
audience.

%nnel Inbound vehicles through which responders communicate
with the organization.

Mess . The t ne in which offers are COﬁi{mumcated to.the auc}1enc
ng style e stage and interests highlighting specific benetits o

gr ative: phy ical look and feel of the communication being
elivered to e alidience,
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The milpact that e Cg_pro_ﬁt driver &ﬁas on return on 1nVFst,rnent is q;egenden,t on

several factors including industry d namflcs, product offering and the maturity o

ﬁuanma ive mar Stmg practices 'within the organization. However, profit drivers
ave a distinct order “on the overall impact oii ROI:

Profit Driver Impact

Impact

Figure 7

Therefore, it is important that the organization work on the things that have the
most impact, not necessarily the things that are easy or best understood today.

Constraints

Critical Processes: To do effective quantitative marketing, a profit driver must be
directly affected. In order to do that, the critical processes that allow us to
implement our strategies must be understood. These processes are:

DBM MANAGEMENT PROCESSES

Strategy Content Analytica Data Campaign Performance
Mgmt. Mgmt. | Mgmt. Mgmt. Mgmt.

Figure 8

Strategy Manaigement: The process of Connectilag and managin
database marKeting actions ‘to corporate, brand” marketing an
customer strategies.
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Content Management: The process that capitalizes o antitative
techpiques to glc{gnti va ua%le marketing Iéata. Val%agile ata is
predictive, descriptive or meets a business rule.

Analytic?l I\/!anaggment:,The process of managing afnalytical and
statistical tools and techniques to improve marketing performance.

Data Management: The process by which data is captured, organized,
Clealrged, a%d integratecP (t:)or they purpose Of1 su;%)porting §ata ase
marketing strategies.

Campaign Iganagem_en,t: Tme pro%css by which marketing strategy is
implemented to maximize the profit drivers at a specific point in time.

Performance Management: The process of testing, measuring,
analyzing, and undertstanding the impact of marketing actions.

Lack of understanding of these critical processes is the single greatest constraint to
implementing quantitative marketing strategies.

For example, an organization recently dedicated considerable time and resources
to understanding and measuring the impact of each profit driver on performance
of direct marketing initiatives. Statistically controlled tests showed that use of
predictive models could increase response rates by as much as 54% to certain
segments. Additionally, a study on timing and frequency of contacts showed a
way to increase overall mail volume by up to 80% while maintaining current
performance criteria. ~ The complexity of the current campaign planning,
management and creation processes, however, severely limited the ability to
execute on these findings.

Infrastructure Management: Quantitative marketing strategies rely heavily on data,
information and knowledge, and it is critical that an extremely robust, scaleable
and flexible infrastructure exists to support it. Infrastructure is generally a
significant constraint to most marketing organizations. Most organizations will
choose to live with an existing, outdated infrastructure because the benefits of
changing can'’t specifically be articulated.

Catalog marketers are a good example where infrastructure tends to be a
constraint. While most catalogers have developed very complex data management
processes over the past ten years, their ability to connect detailed analytically
based intelligence to precise multi-channel actions is limited at best. In most
cases, marketers are still making independent decisions on email and catalog
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targeting, for example, primarily due to the lack of effective infrastructure and
process.

The dimensions of Infrastructure Management are:

INFRASTRUCTURE MANAGEMENT

Alignment Functionality Accessibility

Figure 9

Alignment: How closely aligned the capabilities of the enabling
infrastructure are with the requirements of the business.

Functionality: The functionality of the infrastructure and its ability to
support core quantitative marketing initiatives. =~ What can the
infrastructure do?

Accessibility:  The availability of the infrastructure to support
quantitative marketing needs and processes, including multi-use
availability.

Performance: The amount of time it takes to conduct inquiries, data
pulls and analysis around quantitative needs.

Organizational Management: The culture, structure, competency and attitude of
the organization continue to be a major obstacle to implementing quantitative
marketing strategies. Most organizations conceptually understand the benefits of
“knowing” the right answer, but lack the specific competencies and experience in
getting to and using the right answer. Even in the most innovative cultures,
organizations tend to work on what they know versus what is important.
Organization silos and a decentralized approach to quantitative marketing
contribute to the problem.

Organizational Management has four core dimensions:

ORGANIZATION MANAGEMENT

Structure
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Figure 10

Culture: Culture is the focus an ,bg,havior of gn organizati%n that
ave an d1rnpact on the values of individuals and outComes that are
produced.

Structure & Staffir‘@:l_tThe or anizatiofnal desi'gn, control of resources,
ibili

roles and responsibilities, and span of control.

Con pc?tencie_i' Comg_ete cies are the fundamental group and
individual skill sets within the organization.

Education & Training: Knowledge mar}ageme_nt is the ability of Hle
orgatnlzan tto create and mandge information in a manner that
créates results.
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APPLYING QUANTITATIVE MARKETING STRATEGIES
Creating Strategic Alignment

As previously discussed, mastering the use of quantitative marketing strategies
requires several key critical functions within the marketing organization. Most
marketers lack a deep and specific understanding of how to move forward. Most
start in the wrong place with the wrong questions. This leads to an organization
that focuses on things it can understand and it typically provides initial satisfaction
with apparent progress. However, it does not generally lead to long-term
competitive advantage.

In order to create alignment and gain competitive advantage using quantitative
marketing, an organization must have a clear vision and strategy on how it will
achieve that vision. From there, they must identify the critical processes necessary
to support the strategy, then the competency and infrastructure, to implement and
manage the critical processes.

QMF Strategic Development Process

[ ®» Competencies

- Critical
Vision | —» Strategy ’ Processes
—» Infrastructure
Figure 11

Most marketing organizations go about this all wrong. They start with a vision of
creating a database and move towards developing the database to support the vision.
For example, a vision might be: “We need to be more customer centric.” The
organization then rallies around this vision and determines it needs a better
infrastructure to support the vision. A database “RFP” is created and the organization
begins to build the infrastructure with no clear strategies, processes or database
marketing competencies.

© 2%?4, Merkle. All rights reserved.
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“Typical” Infrastructure Build

Figure 12 -

The flow above illustrates a typical process that marketers undertake when
developing an infrastructure. This approach ultimately causes the infrastructure to be
delayed and sub-optimized. It is rare to see an organization that does this correctly
by focusing on all critical success drivers — Vision, Strategy, Processes, Competencies
and Infrastructure.
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Quantitative Marketing Roadmaps

Merkle has created a series of Database Marketing Roadmaps™ to address each area
of the Quantitative Marketing Framework (Strategy, Infrastructure, Organization, DBM
Management and Profit Drivers). Roadmaps are comprehensive tools used to assess
and guide an enterprise within the quantitative marketing arena. Merkle has
identified five different levels within each roadmap that scores an enterprise across
the different areas of database marketing. Level one, represents a basic approach or
capability and level five represents a more sophisticated best practice approach or
capability. This is done for each dimension of the QMF as outlined below.

STRATEGY

DEM MANAGEMENT PROMCESSES

e B oo o B o B e R

MM PROFIT DRVERS

= — - e

ssaweinn

Figure 13

Proprietar

el M ERKLE Infrastructure Roadmap

Proprietary & Co

Proprietary & Confidential 154 Not For Distribution

Figure 14

When developmg strategies to sug)gort a_specific vision or set of OEJectwes it is
ortant to sess th urrent T e roadma S provi amework _to
as ess the fea mess of the orgamzau eel en or roaden’ its quanutatlve
proac roa %nap assesse enu 1es E 8" gppa ilities, that must
redolve to A hove ?rwar e exam iidstrates how contact
management is currently lagging ot er pro r1vers
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Profit Driver Roadmap Assessment

Level 1 Level 2 Level3 Level 4 Level 5
Audience X
Offer
X
Contact X
Media X
Channel X
Message X
Creative
X
Figure 15

In this example, the organization is more than competent in selecting the proper
audience for a particular offer and in maximizing creative treatments to that
audience. However, the approach to contact strategy is far less developed, even
though the potential impact of contact strategy is far greater than messaging or
creative. This is likely to be true for three reasons: lack of an infrastructure to
track and apply promotional history across customer and prospects; lack of
performance management tools to understand media contacts over time; and lack
of understanding of the relative importance of profit drivers on the bottom line.
Obviously, this organization has a clear opportunity to focus on contact
management, but most often, organizations will continue to focus on what is
known and understood, which in this case is audience selection and creative.
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For this organization to move from its current Level 1 state in contact to a more
effective Level 2 state, it must use the roadmap to better understand what needs to
be achieved.

Contact Empirical business .
Qualitative business rules dictating frequency Optimized
Frequency rules around frequency | andtiming |  ...... contact strategy
Timing and timing (suppression | Behavior triggered across media,
rules) contacts (i.e., contact offers, message,

non-converters) and creative

.

Figure 16

Taking a closer look at Contact Level 1 vs. Level 2, we now must determine how
the other functional areas of the quantitative marketing framework (Processes,
Organization, Infrastructure) must be developed in order to make the transition
from Level 1 to Level 2 contact.

Primary Initiatives that Need to Happen In Order to Move
From Contact Level 1 to Contact Level 2

, Integrate contact into existing communication and campaign
Strategic Management . .
selection strategies

Content Management Evaluate the availability and value of contact information and

then integrate if it is valuable

Data Management Ensure quality and capture of promo history
Analytical Management Interaction between predictive models and promotion history
Campaign Management Campaign process that can select on frequency & history

Performance Management Reports showing impact of frequency & timing on response

Control groups & test design around contact

Database must be capable of maintaining promo history for
Infrastructure

prospects and customers

Figure 17
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Moving from Level 1 in contact to Level 2 is not an easy task. Many of the
quantitative management processes need to change and improve.

Without this type of detailed understanding of all the critical functions affected
when implementing a contact strategy, the odds of failure increase substantially.
Understanding that the timing, frequency and sequence of media exposure can
have a significant impact on marketing performance is easy to comprehend and
therefore “knowable.” Developing and implementing an effective, sustainable
contact management strategy is only doable when one deals with every dimension
of the quantitative marketing framework, and without a detailed roadmap, that is
easier said than done.
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Strategic Engagement Process

The Strategic Engagement Process (SEP) is a comprehensive process for managing
quantitative marketing strategies and initiatives. The SEP takes many of the concepts
and functions introduced in the QMF above and makes them applicable (or “doable”)
within marketing programs.

Strategic Engagement Process

Discovery Analysis /' % 1, o jement
Decisions
Business Conducting Execution of
Goals & the analysis | the options
Objectives around the within the
priorities marketplace
Marketing
Strategy Business &
marketing
SWOT decisions
Analysis based on
the analysis
(go/no go)

Figure 18

While utilizing a relatively basic approach and framework, the SEP is a critical process
for implementing quantitative marketing methods. In this process, an organization’s
current marketing practices are compared to industry best practices and various
initiatives and options are generated to increase marketing performance. While the
SEP is a continuous process, the outcome is a set of marketing priorities that will
improve the effectiveness of the marketing programs. Various tools are used
throughout this process to optimize the SEP outcomes.

During the discovery and assessment phases of the SEP, “strategic themes” are
identified through the use of Strategy Maps. Strategic themes are areas of focus for an
organization based on its current goals, objectives and needs. Examples of strategic
themes include increase prospect universe, decrease marketing costs, increase
customer value, customer retention, etc.

© 2004, Merkle. All right d.
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Managing Strategy - Examples
To better illustrate how an organization manages strategy within a Quantitative
Marketing Framework, we use various examples.

Discovery and Assessment Phase — During this phase, various tools are used to ensure
proper alignment between the initiatives and the organization’s goals and strategies.

An example strategy map is shown below:

~+
(@)
S
o) ‘ Optimize Media Maximize Unit Sales
(7))
%) i i .
; : Continuous Continuous Focus on Non- Continuous
7 O Audience Content core Products Learning Process
~+
3 o
% Q Shift to Margin Audience-Centric Understanding
o Focus Marketing Media Interaction
5 Testing Lab Media Shelf- Alternative Non- Augmenting
= Life X Piece Attributed Content
Q
=
< Prospect Segmentation Margin Full-file Product
8 Value Modelina Analysis Launch
Figure 19
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Options and Priorities Phase — During this phase, the different quantitative marketing
options are revealed and priorities assigned based on connection to strategic themes,
marketing impact and ease of implementation.

Strateaic Themes
” .
> 2 9 5 Esti Lnate
S 2| 2 5 | =
Initiatives s2 | = [ 352 5 s | 3 Status
o ] 3 2 =] el N
S| <€ |32 |28 | =z | 2|8
20 i 20 o o @ ~ 3 m
T 30 T DO = O 7 ) o o
2 328 (32|22 9|2 |=2 S o
= s |5 |32 (33 [3[s]&) 2] =
3 Testing Lab X X X X Y 9 8 Newly defined initiative
6 Prospect Value X X 4 6 Newly defined initiative
10 Media Shelf-life X X X 3 8 Newly defined initiative
8 Segmentation X X X X 6 7 Previous initiative
2 Alternative Piece X X 6 4 Ongoing initiative
5 Margin Modeling X 4 3 Previous initiative
7 Non-attributed Buyer Y X 2 2 Previous initiative
9 Full-file X X X X X X X 7 9 Ongoing initiative
4 Targeting X X X 6 5 Previous initiative
1 Augmenting Content X X 8 7 Previous initiative
Figure 20
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These initiatives are then plotted using a matrix plot of impact and ease of
implementation:

H+) 9
Rank | Initiative $ e

8
1 Augment TS w/ Data
2 | Alternative Piece 7 e
3 Testing Lab
-6 00 O
4 | Product Targeting 2
S s

5 Margin Modeling

6 Prospect Value 4 H

7 Non-Attributed Buyer

8 Segmentation
9 | Full-File Analysis 2 *?
10 Media Shelf-life w 1
(L) ™) (H+)
EASE OF IMPLEMENTATION
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Figure 21
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Summary

Mastering the use of quantitative marketing strategies within the marketing
enterprise is challenging and complex, but chief marketing officers will have little
choice but to embrace this new paradigm. According to Eric Schmitt of Forrester
Research, “Traditional marketing strategy — the application of great creative to
large groups of anonymous people — is becoming less effective by the day.
Marketing must adapt.”® Making the transition from knowable to doable requires a
deep understanding of strategies, processes, competencies, organization and
infrastructure to be successful.

Merkle’s strategic engagement process, quantitative marketing framework and
quantitative Database Marketing Roadmaps provide the necessary context and
tools to obtain the vast economic benefits of quantitative marketing. Merkle is one
of the few organizations in the marketplace today that is entirely focused on
quantitative marketing. =~ Many advertising agencies and marketing service
companies talk about database or quantitative marketing but few have a deep
understanding of how to actually implement a quantitative approach. That’s not to
say what agencies and marketing services provide don’t play a valuable role in the
solution, because they do. But without the “balance” of a quantitative marketing
partner, substantial improvements in marketing performance will be hard to come

by.

Ultimately, marketing in the decades to come will be about truth, understanding
and accountability in addition to brand, position, creative and big ideas. Those
who embrace this new paradigm of marketing today will be at the forefront of that
revolution.
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he Merkle Advantage

Merkle specjalizes in information based marketﬁng strateg1es and is one of the
at1oln eading database markgtmg irms. . Wit BF%OV n track record
geve ogmg wmmng strategke n ormauo s1g or Targ sumer-
ocuse Anizations, Merkle works wit rﬁ/ 1nat1on s lea 1ng usinesses.
Merkle's ¢ 1ents include Procter & Gamble Cap1ta One, Geico and DIRECTV.

erkle turns clients’ data 1nto actionable arketm opportunities by helpi ping.
usmesi %acqm 2 retain and ma imjze their most profitable ustomers is is
accgnil is th sophisticated database marketing too s inclu 1n%{pred1ct1ve
8, b ospect segmentation, customer profiling and direct marketing
program analysis.
Providing the necessary framework to zig%resswely apply 1nformat on gase
strateg1es to marke ing programs, Merk erages a highly d1sc1p ine
alnlze apgroae ps u51 esses close %{g ctween strateg gy an
ementa The resu§ S s icant time-to-market improvements, nowledge
expans1on an greater protitab ilit

Merkle fOCL(?eS on set rvice bal roviqing a straItegy taﬂé‘)red to each o%lits Client's
a

upique ne 1n1 a_analysts, analytics creative, Mer s ifs

ie Custo tm knowledﬁe Centers everaging tec no oth at best

%s ls 0 cach clien as over /5 statisticians ﬁn analysts who

bui y over /00 models and analytical projects annua

Prov1d1n ccur te, integrated and accessible customer data, Merkle helps ensure

resu Its. information, cam %1 gns can be created and délivered across
annelf conten can(})e targeted 4t specific cystomers, sales can be measured

across all channels and trends can be 1 entific , enabling further campaign

refinement.

Technolog¥ ngarﬂy in the for ﬁatabase ma Igli<efhng infrastructure, is a Cr1tlcal
rilé)one orniatio marketi as eﬁjenswe e erien
ing, rnamt in fl c? enggancmg mar etlng system, Merk e?(now edge
%enter is speci ca‘I e51§ ive marketers a p at orm that directly ena les
eir strategy, analytic an campalgn activities.

Take your market dmg e orts to a new level with M et kle. To begin your
information- ased riar g strategy, call 800-9-MERKLE or eniail Mike Savage at
msavage@merkleinc. com of more Thformation.
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