Direct Marketing Course:

Calculating the Impact of an Email Marketing Program
For Roxio Inc

Background:

Over the past 3 years, a significant percentage of new personal computers are being equipped with a Read/Write CD-ROM drives.  The write feature is commonly called “burning a CD”.  Computer owners typically copy data files but music and internet downloads are the most popular.  The physical CD-ROM hardware costs approx $150-$200 and it needs software to be operated.   There are a number of possible CD-recording software on the market.

Roxio (formerly Adaptec)  is a California based company that manufactures and distributes and cross section of consumer software products.  One of their flagship products is a company is called “Easy CD Creator ”.  In order to get consumers using their software, Roxio provides free bundles of its software to computer manufacturers such as Dell, IBM, Compaq etc.  When new users activate the Easy CD software they are encouraged to register at the Roxio website (www.roxio.com). The product they can use for free is a “light version” and has basic features. 

One of the key objectives of any software company is to generate sales revenues.  Roxio accomplishes this by encouraging “light” users to upgrade to the Version 5 or Platinum versions which retail for $79.95-$99.995.  Consumers can buy from electronics retailers (e.g. Future Shop, CompuCenter) or they can buy direct (website or 1-800).

Roxio relies on retail sales but is interested in generating more web sales. Roxio typically collects 10k-20k of opt-in email addresses each month from it’s print advertising and OEM pre-loads program;and Roxio sends out 1 quarterly email newsletters with special offers.
Key Discussion Points at a Recent Internal Marketing Meeting 
Recently the Marketing Manager (Ms Jan Wong) has become frustrated with small margins at retail plus he has noticed a 30% decline in web traffic!   Jan commented “I’m concerned about the drop off in web traffic. The end of the year is only 6 months away and we need another $5 million and $2 million in profits. We need for the web sales to continue…it is such a key channel because our variable cost on web sales are only 30%.” 

Kate Campbell, a recent Conestoga marketing grad, mentioned that “perhaps we should develop an email communications program to increase sales? Our current model relies on customers coming to our web site.    But we really do little proactive email marketing!  We could design a special 5 message email grooming program like Palm Pilot’s to help educate customers on our software.  Of course we would need to give customer a 20% discount for buying on the web.”

Kim pulled out a piece of paper and said “here’s a breakdown of facts that I summarized: 

· Base of 400k email addresses

· the acquisition programs cost $200,000 per year.

· only 20% of customer re-buy software the next year

· average annual spend is  $70

· the entire email program will initially cost $40k to design and each message costs 15 cents to deploy

· it will cost $20k per year to hire a marketing coordinator plus another $10k annually for an email database system

· annually it costs $2 per database record to keep data clean and maintained

· assume a interest rate of 8% with a risk factor of 2

Palm Pilot has seen a +20% increase in spend with their program and retention rates doubled.

Assignment:

Your agency has been hired by Roxio’s Marketing Manager (Ms. Jan Wong) to create a LTV profit forecast.  Is Kate’s idea a good one?  Your task is write a 1-2 page memo summarizing your insights and attach a hardcopy and electronic copy of your templates.  Jan wants to see a Scenario 1: Do Nothing  versus Scenario 2: Adding a Specialty Email Stream.

The assignment is due on Thursday  February 12th  or Fri  February 13th on Jan’s “desk” in class.
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