Channel optimisation:

6 rules for getting the most value out of your card acquisition budget 

Here are a couple of statistics to think over:

Fact 1: According to Forrester Research, nearly three out of four new credit card hopefuls in the US now choose to apply via the Internet. 

Fact 2: U.S. issuers mailed nearly 8.0 billion credit card solicitations last year, a 30% increase over the prior year. The increase came even though response rates are hovering at 0.3%, down from 1.2% ten years ago. (www.cardwatch.com).
So what conclusion should we draw from this? Should card marketers drop other channels and focus on the Web to generate new applications?

Or put the question another way: How should issuers choose the best combination of distribution and communication channels?

Not an easy question to answer: for example, a good deal will depend on what is meant by “best”. For most issuers, it’s likely to mean a combination of reach and cost per account – all in the context of what actually is available in the market in question.

Direct mail, for example, the classic tool of the marketer, depends entirely on lists that are up-to-date, open for mailing, and have known, or at least reasonably predictable, characteristics. Also, which is sometimes forgotten, it depends on a reliable mail service, not something we can assume exists in every market.

And, of course, response rates are only the start of the process: the Internet may generate applications by the lorry-load, but Internet approval rates are another thing entirely. Capital One, for instance, has mentioned approval rates as low as 22%, and many issuers struggle to do better than 45%. This suggests that credit-stressed consumers make up a high proportion of Internet-generated applications. This is further reinforced by the finding that renewal rates are lower for Internet-generated cards, especially from campaigns featuring low or zero rate balance transfers (BTs): it’s a commonplace these days that accounts acquired from BT offers attrite or move their balances immediately after “re-price” – the reversion to standard (sometimes called “Go To”) rates of interest.

So it’s no surprise that an advisory firm serving the US card industry has come up with the following metrics for card acquisition:
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Costs include marketing, bureau expense, credit processing and card issuance
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And this review, of course, ignores the richest channel of all: the bank’s own customers. Going back to Forrester again, the firm suggest that full service banks – they cite Bank of America as an example – generate as many as 77% of their card applications from among their own customers.

So what are the rules around channel mix?

Rule 1: Run the numbers. Many a new-to-the-business marketer has been shocked to find how many impressions or opportunities to view or click-throughs need to be generated to create only a modest number of approved applications. It’s a sobering fact that with a response rate of 1% and an approval rate of 60%, you’d need to mail 1 million pieces to generate 6,000 approved applications.

Rule 2: Start with your own customers. They know you – hopefully they trust you. And in your branch network, you have a potentially highly effective and relatively low-cost sales tool. But it’s only realistic to recognise that in many banks there’s a challenge to persuade Retail Banking bosses to give much “airtime” to your product: one UK bank expects its staff to sell, and presumably be knowledgeable about, over 140 consumer services of one sort or another. You’ll need to be very persuasive!

Rule 3: Understand the limitations of the medium. The needs of direct mail we’ve already talked about – but the Internet stands or falls on how many homes are connected. The numbers tell the story: about 70% of the population now has Internet access in North America, but the figure falls to 11% in Asia and less than 4% in Africa (The Economist, 10 March 2007). Broadband access doesn’t go hand in hand with national income, either: penetration in Greece and Ireland, for example, is lower than would be expected in the light of their GDP per head:
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http://www.oecd.org/dataoecd/50/4/37530176.xls
Rule 4: Whatever channels you are working with, adopt an integrated approach. That way, your different communication programmes will work together, enhancing each other’s impact, rather than operating in isolation.  

Rule 5: Test and learn. Enough said: this simple motto should be written above every marketer’s desk 

Rule 6: Have something to say. Whatever the medium you’re using, recognise that you’re fighting to get your prospect’s attention. This isn’t the place to go into the details of how successful issuers maximise communication impact, but one common feature stands out. No matter how clever your creative, it stands or falls on the strength of the value proposition: if your offer isn’t relevant, unique and attractive, the best channel mix in the world won’t save your programme.
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“Response rates are only the start of the process: the Internet may generate applications by the lorry-load, but Internet approval rates are another thing entirely.”








