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Executive Summary

TransPromo is short for transactional promotions, it is a highly targeted campaign that places
promotional content or messaging within a transactional document, such as a billing statement,
invoice or notification. In this report we explore the evolution of TransPromo marketing programs
and debunk the misconception that implementing such a program is a costly and labor-intensive
proposition. We will discuss the potential for “partner-managed” TransPromo programs to increase
marketing campaign effectiveness by improving offer relevancy, reducing expenses and driving
revenue. Managing the key strategic partners across multiple functional areas in order to administer
an effective TransPromo program can be resource-intensive and involve specialized tasks that
would be cumbersome and costly to handle in-house, thus a partner-managed program is a timely
and appropriate solution for companies that have slashed marketing dollars. The best practices,
value proposition and business case for executing a partner-managed TransPromo program will be

referred to throughout this report as Partner Management.

Creating A More Meaningful Customer look at more traditional marketing programs with fresh
Conversation eyes. Despite the downward dip recently experienced
During lean times, marketing budgets are typically the by insert media and direct mail, they are still channels on
first to be trimmed, so companies must find ways to which spending levels have remained relatively steady
do more with less. Many are shifting their marketing since 2004. During this era of emerging media, it may
spend to harder working vehicles. As a result, spending come as a surprise that printed documents are still an

on traditional media, such as radio and newspaper, extremely effective customer touch point, and this is due
has declined, while allocations to online channels are largely to the fact that customers still highly value printed

projected to surge to more than $250 billion in 2010 from  transactional documents.

approximately $153 billion in 2006."
TransPromo: A Trusted Consumer Touch

Point

One time-tested marketing vehicle has been

In the Web 2.0 era, we expect that many marketers

will turn to social media as a solution. The potential

implications of mining richer customer insights from outperforming the direct mail channel as a whole for

the multitude of growing social media communities the past several years specifically because it leverages

are enticing, considering the potential for increased consumer trust in transactional documents. TransPromo

personalization and relevancy of promotional offers. is essentially a workflow-facilitating targeted marketing

These important attributes of a successful marketing tactic that embeds highly relevant promotional content

campaign are not the sole domain of social media, within transactional customer communications. Today, it is

however. They are already available to those who will becoming recognized as a viable solution for optimizing
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Evolution Of TransPromo
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the performance of marketing campaigns while increasing

Furthermore, the open-ability study found that “18-34 year

operational efficiency. Time and again, TransPromo olds are more likely than 35-49 year olds to look forward

programs have proven more effective than traditional to opening their physical mail."* After all, mail is more likely
inserts or direct mail efforts. As a result, InfoTrends projects than e-mail to be considered safe and secure, private and
the 2010 annual output of TransPromo to reach 22 billion confidential and delivered from a trustworthy source.*
pieces.?

The concept of TransPromo is a notion that is decades
No doubt this growth is powered by compelling statistics old. Examples of a traditional TransPromo offer include a
such as those highlighted in a recent study from InfoTrends, discount for airport parking on an electronic airline boarding
Trans Meets Promo: Is It More Than Market Hype? The report  pass, or a percentage-off offer for a sports store presented

revealed that a mere 4.7 percent of transactional statements

are discarded compared to more than 30 percent of other 4

types of direct mail.® Findings from an envelope open-ability A Comparison Of Open Rates

study found that mail, not e-mail, is still one of consumers’

preferred methods of communication for content such as Transactional 95%
bills, bank statements, invoices, catalogs, brochures and Documents
coupons.* Another study focused on consumers’ attitudes Generic 2.7%

Direct Mail wre

toward financial statements found that ” ... 70 percent of

consumers aged 25-34 who receive bank statements read

them on paper” — even if they are heavy internet users.’ L

www.tsys.com



vS'

to a customer who recently purchased running shoes. It's a
concept that may seem dated in comparison to social
media. However, transactional documents still command an
extraordinary amount of customer attention in a world with
an increasingly fleeting attention span. For instance,
consumers still spend on average two to three minutes
reviewing a monthly billing statement, and 20 percent of

people spend more than five minutes.?

In recent years, while direct mail volume has fluctuated
slightly, billions of transactional documents continue to be
distributed every day. It is estimated that U.S. companies
spend $125 billion¢ producing and mailing bills and
statements and other transactional documents that are
read each month and have an impressive 95 percent
open rate,® whereas generic direct mail has an open rate

between two and seven percent.?

For years, organizations such as financial institutions

have leveraged the white space on these transactional
documents to target statement recipients with cross-sell
or up-sell offers of their own products. Yet, the white
space on transactional documents is often overlooked

by marketers as a communications channel due to
misconceptions surrounding expense, required resources
and other seemingly complex logistical and technical

issues.

Today, TransPromo programs are capable of extending
their reach beyond an organization’s own products or
services to relevant offers from third-party advertisers
based on a consumer’s recent purchase behavior,
increasing the likelihood of a response. In other words,
the white space on transactional statements has become
a new channel for third-party advertisers to engage

customers and generate revenue for the document issuer.?

In a recent survey commissioned by Forrester Consulting,
customers were asked about the type of personalized
messages they would find most valuable and would like
to receive on financial documents. More than 70 percent
responded they would like to receive relevant offers

on their statements reflecting their prior purchases.”

Comparing this to traditional direct mail, it is the difference

in asking 1,000 customers if they intend to exercise in the
next six months versus specifically targeting 1,000 people

who have recently purchased running shoes.

What Was Old Is New Again: A Convergence

Of Factors Is Driving TransPromo

TransPromo is even more compelling today with the

convergence of three operational forces:

e customer data analytics that enable sophisticated
predictive modeling;

e technological advances, such as high-quality, affordable
color printing, personalization and fulfillment;

¢ and the expectation that high-performing marketing

programs will utilize fewer resources.

Delivering a Powerful Statement with

Partner-managed TransPromo Programs

Higher Customer Engagement

e Statements are opened, read and trusted.
Marketing messages have more relevance with
customers.

e Customers receive offers reflecting their previous
purchase behavior and interests.

e Statements offer a continual communication
stream as customers engage with them monthly.

More Effective Marketing Spend

e Combining several communications into a single
envelope can dramatically cut costs and increase
marketing program'’s ROI.

¢ Greater than 75 percent of the cost of mail is
attributed to postage.

Relevant Content Elicits Response

e Customers prefer a TransPromo document
because it contains relevant offers and
personalized content.

® Presenting the right offer to the right customer
increases engagement, response rates and loyalty.
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The value proposition of this under-utilized
channel — extending a marketing campaign,
lifting performance, creating a new revenue
stream, lowering program expenses and
building customer loyalty — makes a partner-
managed TransPromo program more
compelling and relevant now than during

any previous decade.

A fourth emerging force driving the evolution of
TransPromo is consumers’ voracious appetite for social
media. Consumers are participating in online communities
and increasingly accessing brands and promotional offers
through mobile applications linked to them. Today's
consumers have a higher engagement level, and newer
channels increasingly reflect their interests and encourage
them to voice their opinions about product choices.
Naturally, as marketers find methods for tapping into
consumers’ near real-time and location-based behaviors,
they create future opportunities to further enrich analytical
models plugged into the offline channels that power

TransPromo programs.

What Is The Role Of Social Media?

Hybrid cars haven't replaced our gas powered models,
but rather have expanded the customer’s driving options.
This is analogous to social media’s emergence within
marketing’s multi-channel landscape. While social media
has captured the current spotlight, it isn't replacing print
or any other traditional media. It is, however augmenting
the more established communication channels. According
to a recent report from Arketi, “Rather than revolutionizing
marketing, as many predicted, social media and other
Web 2.0 technologies have become ‘Just other tools in the
toolbox.""® However, social media and the corresponding
data it offers — users’ profiles, responses to offers, and

brands “fanned” — will in the near future be fertile ground

for garnering more robust customer insights. It seems
highly likely that these lifestyle interests can be brought
forward into analytic-driven transactional documents,

allowing for superior one-to-one marketing.

Today, this is all the more relevant since fulfillment — the
production and delivery of transactional documents — is
no longer limited to postal mail, but runs the spectrum,
including in-store, e-mail, on-line, and mobile, just to

name a few. Regardless of the delivery mechanism,
transactional statements effectively capture the recipient’s
attention. Leveraging the insights from social media
channels could potentially further increase both the
relevancy and effectiveness of these types of documents.
The convergence of customer insights from social media
with the operational forces of data analytics, fulfillment
technology and resource efficiency, suggest that the time is
right for TransPromo. Indeed, it is hard to find a more highly

effective customer touch point.

Partner Management: Simplifying TransPromo
Managing multiple strategic partners across the different
functional areas, including process, technology and
content, can seem cumbersome when selling and
administering an effective analytic-driven TransPromo
program. Managing the entire process in-house can
become resource-intensive, costly and complex when
adhering to the different stakeholders’ business rules.
Whether complying with a maximum statement length or
ensuring that competitive content doesn’t appear within
the same document, it can be more operationally efficient
to engage a trusted partner to manage a TransPromo

program.

Managing Complexity
0:56 seconds

Click to Play >

wWww.tsys.com



vS'

N
TransPromo transforms mass, impersonal
messages into dynamic one-to-one
conversations that are relevant to the
individual based on his or her purchase
behavior and location.

J

What Exactly Is Partner Management?
Partner Management is the service of bringing together
the distinct strategic partners involved at the different
stages and functions of the TransPromo program process.
The partner management process entails working

with marketing agencies and advertising brokers to
open the TransPromo channel to advertisers. Plus, the
dedicated and trusted partner orchestrates the logistics
of receiving, holding and managing the promotional offer
or advertising content along with its associated business
rules set by the advertiser — so the stakeholders don't
have to. An example would be avoiding the promotion
of offers from two different flower delivery companies

on the same document. Having a dedicated partner to
manage the end-to-end process simplifies a program
that entails bringing together advertisers, identifying the
communication channel, building data analytics models,

and completing fulfillment and post-campaign analytics.

The Compelling Value Proposition

Today's organizations are increasingly challenged by
the need to maintain growth and value accountability.
The value proposition of this under-utilized channel —
extending a marketing campaign, lifting performance,
creating a new revenue stream, lowering program
expenses and building customer loyalty — makes a
partner-managed TransPromo program more compelling
and relevant now than during any previous decade.
The unique timing of a convergence of macro forces
— consumer media consumption, the economy and

technological advances, driven by operational and

marketing imperatives to make smaller budgets work

harder — will ignite increased adoption.

Extending A Marketing Campaign

As consumers are increasingly bombarded with thousands
of marketing messages from a broad spectrum of sources
— TV, computer, and even mobile phone — Partner
Management extends the marketing message to the most
read and most trusted of sources, the printed transactional
document. This vehicle transforms mass, impersonal
messages into dynamic one-to-one conversations that are
relevant to the individual based on his or her purchase
behavior and location. While the consumer may be first
exposed to a brand’s message or promotion through
another channel, Partner Management captures their
attention and truly propels the consumer to taking the

marketer’s desired action.

Lifting Performance And Creating A

New Revenue Stream

TransPromo offsets statement production costs, but can
be executed even more efficiently when managed by a
trusted partner. A partner-managed program potentially
transforms a traditional expense item into a revenue
generator through the brokering and management of
white space for third-party advertisers by providing a
higher margin for issuers. On average, the statement
issuer — the one selling the white space — could
potentially offset production costs and make the expenses

of engaging a Partner Manager negligible. In fact, this

-
The dedicated and trusted partner

orchestrates the logistics of receiving, holding
and managing the promotional offer or

advertising content along with its associated
business rules set by the advertiser — so the

stakeholders don't have to.
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Graph B: Consumer Offer Engagement
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Effort Optimization Through Analytics

model presents the opportunity for all stakeholders to
generate revenue. The marketer derives increased revenue
from a stronger response driven by increased offer
relevancy and an improved ROl due to the more efficient
use of marketing budgets. As shown in Graph B, with
faster access and more intelligent data analytics, consumer
behavior, including lifestyle, purchase and channel
engagement, can be leveraged to maximize marketing
ROI, while delivering the consumer an offer of increased

relevancy and interest.

Building Customer Loyalty

The combination of technology and the Internet as a
platform allows for personalization of products and
services. Whether consumers have moved their online
headquarters from MSN to Google to MySpace to
Facebook, what's next really doesn’t matter. Rather, what
is critical is consumers'’ level of brand engagement. Those
who make an emotional connection with a brand become
its best advocates, and it's important to note that those
supporters are largely channel agnostic. Consumers
engage with brands that are accessible, reflect their

interests and provide relevant content.

As stated in the book, The O.P.E.N. Brand,” — a brand
must get personal — not with one market of many but with
many markets of one — building relationships through
constant consumer dialogue and effective cross-channel
profile management ... that bring a brand closer to each

consumer's real-time needs, wants and expectations.”"

“a brand must get personal — not with one
market of many but with many markets of one
— building relationships through constant
consumer dialogue and effective cross-
channel profile management ... that bring

a brand closer to each consumer’s real-time

needs, wants and expectations.”
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After a period of economic uncertainty and a landscape
riddled with corporate and political scandals, consumers
are distrustful. Over the long-term they will remain

focused on seeking greater value in every transaction.
Specifically, in the new economy of conscious consumption,
understanding customers and prospects is more vital to
growth than ever. Therefore, marketers should strike up
meaningful and relevant conversations with each customer.
In other words, the right message needs to reach the right

person at the right time.

The overall objective is for customers to know that your
brand understands them and their needs.? Partner-

managed TransPromo programs can efficiently and

Benefits of Partner-managed TransPromo
by Stakeholder

Advertiser / Marketer

* Increased relevancy of the offer drives higher
program performance

e Easy to measure and improved ROI
* Optimized channel effectiveness

e Builds loyalty = improved customer retention

Statement Issuer

e Simpler vendor relations

Adherence to best practices with handling
of sensitive data

Regulatory compliance

Reduced costs associated with statement
production

e Generation of a new revenue stream.

Consumer

¢ Relevant offers reflect their interest and values
® Presented more personably

e Time saved seeking out products and services

® Promotional offers present money saving
opportunities on relevant purchases

effectively deploy sophisticated analytics to deliver the
appropriate message to the precise person based on

his or her interests. Geo-demographic segmentation

— the ability to present offers that will resonate with a
certain demographic profile in a specific geographic
location, typically identified by a zip code or even down
to a particular street block — can be made exponentially
more powerful when combined with intelligence on an
individual's previous purchase behavior. This precision
further shifts communications away from a niche message
directed at many (with an objective of a low single-digit
percent response rate) to a personalized message directed
to as few as one person, yet with a significantly higher

response rate.

The Benefits Of Partner Management:
Intelligent Design

Despite the myriad benefits of TransPromo programs,
adoption has been relatively slow. The primary challenge

is attributed to the disconnect between stakeholders.
Practically speaking, issuers own the transaction
communication channel for the promotion while a marketer
owns the promotional content. Marketers neither hold

the knowledge nor resources to buy space from issuers.
Furthermore, issuers often lack the knowledge or resources
necessary to sell their documents’ white space as a viable
communication channel. In other words, issuers don‘t have
the promotional content and marketers don't have access
to the communication vehicle — in this case, the white
space on the consumer-facing transactional document.
Today, the leading partner managers can effectively bridge
this gap through their investment in a comprehensive
process that brings together content and channel. (This is
discussed further in the next section, which explores and
debunks the top five myths about deploying TransPromo

programs.)

The Right Message
0:35 seconds

Click to Play >
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Partner Management brings together consumers,
advertisers and issuers in a mutually beneficial manner. The
overarching benefits for advertisers and issuers are based
on more intelligently designed marketing programs, which

result in harder working programs.

“The astounding open rate for statements,
95 percent, coupled with customers'
propensity to view statements multiple
times, illustrates this channel’s customer
exposure, customer engagement’ and

ability to break through the clutter”

TransPromo: Myth vs. Facts

Debunking the most common myths about TransPromo
programs highlights the competitive advantage and
higher level of performance that issuers and marketers
can gain from implementing Partner Management.
According to Donovan Neale May, Executive Director
of the CMO Council, “TransPromo is an untapped area
that many CMOs have not yet begun to explore... Itis a
very cost-effective way to generate incremental revenue

from a captive audience.”'?

The most common myths and their corresponding facts
are outlined below. The following realities are also the
top reasons why marketers and issuers should

consider integrating Partner Management into their

communications plan.

Myth #1: Consumers won't accept marketing

on important transactional documents.

Fact: Transactional documents are high-

involvement media trusted by consumers.

Each month customers receive hundreds of promotional
offers, but on average fewer than 12 statements each
month. This is noteworthy because, according to a Forrester
Consulting study, “Consumers prefer to receive these
relevant messages on their paper statements rather than by
e-mail, web or direct mail. Thirty-two percent of consumers
choose paper as their preferred channel compared to
e-mail statements at 19 percent, web statements at 8
percent and direct mail at 6 percent.”> The astounding open
rate for statements, 95 percent, coupled with customers’
propensity to view statements multiple times, illustrates

this channel’s customer exposure, customer engagement’
and ability to break through the clutter; ultimately, lifting

response rates to the specific call to action.

Myth #2: TransPromo is resource-intensive

and detracts from a company’s core business.

Fact: TransPromo can be streamlined by

engaging the right partner.

Managing multiple partners along the end-to-end process
— data analytics, personalized content, and printing and
fulfillment — does not need to be resource-intensive,
detract from a company'’s core business, or require
extensive time commitment from staff. In fact, the opposite
is possible if a partner is engaged to manage the multiple
required resources. In addition to making the process
easier, affordable and effective, a trusted partner can avoid
costly errors that may result from trying to go it alone. A
well run partner-managed program allows stakeholders to

concentrate on their core businesses.

-
“A well run partner-managed program
allows stakeholders to concentrate on
their core businesses.”

g
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"93 percent of marketers sending out
TransPromo mail experience higher
response rates. Additionally, of the 25
percent of marketers who have leveraged
TransPromo, 56 percent stated that
“TransPromo is a cost effective and

actionable delivery channel.”

Myth #3: A TransPromo program is costly

and requires a large capital investment.

Fact: Partner-managed TransPromo
transforms an expense item into a revenue

generator.

Issuers and marketers can avoid investing in the
technology or coordination of the multiple workflow
components because a quality partner-managed
program can effectively bridge the resource gap through
an investment in a scalable, end-to-end process. This
brings advanced print technology, sophisticated data
analytics and content programming together under one
organization with the partner making the investment,

eliminating these costs for issuers and marketers.

Myth #4: TransPromo doesn’t outperform

traditional direct response techniques.

Fact: A comprehensive TransPromo program
leverages analytics, relevant messaging and

color to achieve measurable results.

Many traditional direct mail campaigns deliver mass,
impersonal messages with the goal of achieving a two to
seven percent response rate.” Compared to TransPromo,
with an expected open rate of more than 90 percent, the
open rate for direct mail is low. A CMO Council report cited
that "93 percent of marketers sending out TransPromo mail
experience higher response rates.” Additionally, of the 25
percent of marketers who have leveraged TransPromo,

56 percent stated that “TransPromo is a cost effective

and actionable delivery channel.”"2Clearly, transactional
mail works harder: it can lift an offer’s performance and

ultimately a program'’s ROI.

Myth #5: Working with partners to manage
a TransPromo program will mean a loss of

control.

Fact: Partners can leverage best practices
and custom fit programs that conform to

your business rules.

The reality is that a partner managing your TransPromo
program seeks out your guidelines and approvals for

all advertisers along the way, providing transparency on
processes and adhering to critical business rules that
your company dictates, such as restricting advertising for
two competing products or presenting conflicting offers.
Additionally, partner management maximizes the value
of a comprehensive program with the ability to leverage

their scale for the program'’s benefit.

Maintaining Control
0:47 seconds

Click to Play >
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Conclusion: Partner Management Minimizes (

Costs And Maximizes Returns ATransPromo program managed by a trusted
Costs matter, even more so today. Choosing effective

marketing vehicles can seem daunting in today's ever- partner can contribute to building both

changing media landscape. Social media has its unique role

‘ ‘ _— . marketers’ and issuers’ customer bases; build

when integrated into the communications mix and should

be fertile ground for robust analytics in the future. But time- . .
. _ and improve customer loyalty over time;

tested, transactional and personal correspondence continues

to almost always be opened and read immediately — and generate revenue for both parties; and help
at length. Additionally, emerging communication channels

emphasize the shift in marketing messages from “one-to- achieve higher campaign performance.

many” to highly relevant, personalized “one-to-one.” This _

strategy is at the heart of Partner Management.

This report shed light on the five most common myths loyalty over time; generate revenue for both parties; and
surrounding partner-managed TransPromo programs and help achieve higher campaign performance. It is a sensible
highlighted the reality that showcases their value as a strong approach grounded in performance metrics, and is one that
and essential component within today's low-cost, high- leverages best practices of the direct response discipline.
impact marketing mix. A TransPromo program managed by Such a program can play a key role in enabling marketing

a trusted partner can contribute to building both marketers’ budgets to work harder — and smarter.

and issuers’ customer bases; build and improve customer
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