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(4 SYNOPSIS

Topic: Finding the Ideal Incentive: How We Increag&adail Capture by 319%

The right incentive can make a significant impactesponse rates, whether it's used to build
lists and generate leads or increase online sales.

But how do you determine which incentive will ovente friction best and deliver maximum
return? And which common errors should you avoid?

Even if a site or page has been 100% optimizeddweral factors, adding the "ideal
incentive" can substantially improve results.

This brief will examine how to find the ideal in¢es@, and not just for the purposes of email
capture.

Editor’s Note: We recently released the audio réicwy of our clinic on this topic. You can
listen to a recording of this clinic here:

Finding the Ideal Incentive: How We Increased Erftaipture by 319%

4? DEFINITIONS

Incentive: An appealing element—a component of&alntroduced in your process to
achieve a desired action.

Examples of incentives:

+ Free White Paper or E-Book

+ Product Discount

«  Gift

+ Free Shipping

« Complementary Product or Accessory
« Chance for a Prize
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Our research has shown that by consistently applyia elements in the

MarketingExperiments Conversion Index (above), tariigl increases in conversion can be
achieved.

This brief will "drill down" on the ‘i’ in the inde, representing Incentive. Incentive is used to
counter the element of Friction, which is alwaysgemt in the conversion process.

Editor's Note: The MarketingExperiments’ LandinggeéaDptimization Certification Course
examines the index in detail.

v Friction Elernants Incentives Y

Abandon Buy

The objective of an incentive is to "tip the bal@hof emotional forces from negative (exerted
by Friction elements) to positive in the mind ofisitor.

The right incentive will have a significant impaxt conversion.

Aot & mambber 7

Mg 0 24 Ul ihEt radil Bl B3N 1D BRleT O
FaRRpRacns angd play The ScraschdCaEt [radect Wn Game
G Ll

i Digcount Cruige 75% Off
VacaborsToGocom  Hoge selechon

e

So, how do you find the —
Spacialmtes. “ideal incentive”?

0+ | Free Shinping Both Ways
S 1447 Customar Servics LA0D927
J PARKETIS & ETNATHSY zap & B

) &

% FINDINGS

Case Study
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Test Design

We conducted a 22—day test for a computer prodeatager to determine the difference
between the perceived value of two quality incesgiv

An email capture pop—up offered a sweepstakes ériry. The "prize” was either a cordless
keyboard and mouse or a portable MP3 player.

Challenge: To increase email capture through agstakes.
Objective: To determine the more effective incestiv

Which incentive do you think performed better i tast?

Results

Coless eyboar ani Movie nceaiive Oler

CETE ITEs PREGENTATIONS SIGHPS  GATE ITEM PRESENTATIONS BICHLDE

Doy 1 oty DML . O [pay i ] G143 L4F
Doy I kbybdmouse 13 4 ‘pay 2 =aj 672 a7
Dy oy bdimoause 4 2 Day 3 s 368 Lid
gphdmeoiis e TE9] 138 Dy 4 ] G 125
ybdmouta EE4G 373 Day s majo BE4D 152

Dy

= |=
& ||

e ybdmouia el 240 Doy & oo 5078 136

Doy T |lowybdmouie 150 =g G1E# L5t
Cuary & kaybdmeise BEEE =ap Ll L4
Dy 9 (S T Eidd i i TTE 120
Dy 10 kowybdmouse LFa =ajn ATED L
Doy 11 [kwpbdmouse 3203 =aoja 1558 82
TOTAL 41550 I3 1393

CORVERSION RETIO o vieciinm o iimrm st s rsmide i 571w [CORVERSION RATID 2 1. 7%

What you need to understand: The keyboard and nmutperformed the MP3 player
and increased email capture by 319% (5.71% vs2%4).78he keyboard and mouse incentive
had a higher Perceived Value.

Visitors’ perception of the two incentives’ qualapd familiarity with comparable products in
the same category probably affected the choice.

MarketingExperiments teaches two formulas thatassist you in determining the ideal
incentive, the first of which capitalizes on a tasis perception of the offer.

Perceived Value Differential (PVD)

PVD is used to select which among multiple possitdentives to test. The process begins
with selectina and optimizina an incentiproductto test. Then thpresentatio of the poduct
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must be optimized. The third factor, Cnn, in therk&ingExperiments

Optimization Sequence, is the

OPr > OPrnn > OCwnin
channel

For product, seek an item with a low manufacturing distribution cost.
For presentation, consider these factors:

+ Market price — Prospects should be familiar witlt@mparable" item.

+ Name — Choose a category with high perceived valueh as a DVD vs. a training
video

« Description — Free DVD vs. Free Award—-Winning TragVideo

« Proximity or exclusivity — Others to whom the pratlis usually offered, such as
"Once available only to licensed architects” (egulity).

+ Packaging — Loose DVD vs. product in a box

. Design
an
(WA ikt e '

Not this... This.

Perceived Value Differential (PVD) is expressedhis formula:
PVD =Vp — C$n

Where:

"PVD" = Perceived Value Differential

"Vp" = Perceived Value of incentive

"C$n" = Net delivered Cost of incentive

Let’s look at an example of PVD, and use the PVibniga:

5 =7
s
e

Which incentive do you think has a higher PVD, jeket or the watch?
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Fleece Jacket: Estimated perceived value (Vp): $50
Net Delivered cost (C$n): $10

PVD =Vp — C$n

PVD = $50 — $10

PVD = $40
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Sports Watch: Est. Perceived value (Vp): $90
Net Delivered cost (C$n): $10

PVD =Vp — C$n

PVD = $90 — $24

PVD = $66

v

——' What you need to understand: The watch is an ideahtive for this offer, due to its
higher PVD, provided both products are equally rddse to target prospects.

Key Point: Maximizing PVD will drive the biggestftérential between Net Revenue and Net
Delivered Cost.
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Return on Incentive (ROIc)

MarketingExperiments’ Return on Incentive (ROIc)nmmilas are also useful in determining
the ideal incentive.

There are two ways to compute ROIc:

1. Total ROIc: The total projected dollar differenmetween incentive cost and net
increase in sales. It focuses on total "volume'etiirn, and may be preferable when
cash reserves permit.

2. Percent ROIc: The percent difference betweenharb net increase in sales. It focuses
on "efficiency" or rate of return, and may be prafde when cash flow is the primary
factor.

First we’ll examine total ROlc:
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How do we estimate the total return on this inaen{iL0% discount)?
Assumptions:

- Incentive results in a 300 order increase in sdéitem 700 orders to 1,000 orders.
Avg. first order value is $88.

Avg. product profit margin is 40%.
ROIc = P$n — C$n
"ROIc" = Total return on incentive

"P$n" = Net profit impact from incentive
"C$n" = Net delivered cost of incentive

Step 1: Calculate P$n
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P$n = Sales Vol. Impact (# orders) X (Avg. 1st lase Amt.) X (Avg. Margin %)

Therefore:
P$n = + 300 orders X $88 X 40% = $10,560

Step 2: Calculate C$n
C$n = Sales Vol. (# orders) X (Avg. 1st purchase ar(Discount %)

Therefore:
C%$n = 1,000 orders X $38 X 10% = $8,800

Step 3: Calculate ROIc
$1,760 = $10,560 — $8,800

Percent Return on Incentive (ROIc%) is the perddfgrence between cost and net increase
in sales. Remember: ROIc% may be preferable whem ft@aw is the primary factor.

ROIc% = (P$n — C$n) / C$n X 100
Using the previous data, we find:
20% = (10,560 — 8,800) / 8,800 X 100

Here are the general questions you should answeder to calculate the ROIc on a gift
incentive for a subscription:

Step 1. Compute Net Profit Impact (P$n)
+ Identify Net Profit Value of a new subscriber, gremmd long term.
o Subscription revenue
o Advertising & list revenue
o Avg. subscriber retention
Step 2: Compute Net Delivered Cost (C$n)
« Establish delivered cost per subscriber for gifts.

Step 3: Compute ROIc

+ Short term for 1st month
« 12-month ROIc impact based on Long-Term Value (LdMhe customer.

Case Study 2
Test Design

We performed a 37—day A/B/C split test for a finahoesearch company.
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Primary research question: Which Offer Page wibvpte the highest conversion?

Secondary research questions: How will incentingsact conversion? Where should they be
placed?

Obijective: To increase conversion by finding theaidncentive.

Editor's Note: The company’s name and logo haven lmdxscured in the page images for
anonymity.

Both the Control and Treatment 1 provided an ingerdn the Offer Page

The Control’'s incentive was a free New York Timests-selling book:
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On Treatment 1 the incentive was a free investmesgarch Kit:
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Detail of Treatment 1

On Treatment 2, prospects saw the free investnasearch kit
incentive on the offer page. . .
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Which incentive performed best in our test?

1. The New York Times bestseller?
2. The research investment kit?
3. Both (one on offer page, one at checkout)?

Results

Case Study #2 \L/Jirs]:?our: Sales  Conversion Rate
Control: Free NYT best—selling book 12,424 159 1.28%
Treatment 1: Free investment kit 10,592 75 0.71%
Treatment 2: Free book and free investment kit 2@2, 180 0.81%
Relative Difference (Control and T1): 81%
Relative Difference (Control and T2): 58%

What you need to understand: The best—seller (Gpmutperformed the investment
research kit (Treatment 1) by 81%, and outperfortheccombined incentives (Treatment 2)
by 58%.

If one incentive is good, why wouldn’t two be bete

Observations

Treatment 2 with both incentives—the book and ibwesit research kit—may have provided
the same or higher conversion if both were listedh@ offer page or if the incentives were
reversed.

Treatment 2 may have been designed with the asgumtpat the free investment research kit
was a better incentive than the free book. Butgeots had to reach the checkout page to find
out they would also receive the book.

Plus, a NYT best—selling book is a more immediaf@hyiliar concept than a new research kit
and its component items. This could impact theqieet! value based on presentation of these
incentives.

Summary

+ Incentives must be tested.
« There is an "ideal incentiveUntil you find one that has a sianificant impact
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conversion, you must assume you have not yet fthumdeal incentive.

« Avoid using an incentive that you have to "selBelling" an incentive competes with
the primary offer.

+ Three formulas can help you determine the ideantige:

o Perceived Value Differential (PVD): Used to seltich among multiple
possible incentives to test.

o ROlIlc: The total projected dollar difference betwassentive cost and net
increase in sales. Focuses on total "volume" ofnetPreferable when cash
reserves permit.

o ROIc%: The percent difference between cost and net
increase in sales. Focuses on "efficiency" or oateturn.

May be preferable when cash flow is the primarydac

__{} LITERATURE REVIEW

As part of our research, we have prepared a reefdhe best Internet resources on this topic.
Rating System

These sites were rated for usefulness and clautyalas, the rating is purely subjective.
* = Decent | ** = Good | *** = Excellent | **** = hdispensable

- 10 strategies for enticing visitors to buy or ¢t
» Sales Promotions That Wotk*
« The effect of sales promotion on post—promotiom8nareference: A meta—analysis

*k%k

« Converting Visitors into Buyers:
. The Effects of Customer Rebates and Retailer Ingeshbn a Manufacturer’s Profits
and Saleg*
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