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Richard Taylor recently arrived in Australiato head
up a partnership between Computershare and
Pepper Technologies, which delivers shareholder
relationship management (SRM) solutions. Contact
P Richard on (03) 9235 550 O or via email

_//. srm@computer share.com.au.

The rise of
the ‘Investomer’

The growing trend towards shareholder/fcustomers, or
'Investomers, points to the fact that not only are they
more profitable as customers, they also make for better
shareholders Richard Taylor reports

ne of the most exciting
and lucrative trends to
emerge globally
involves data mining of
the investor base to reveal sales
opportunities. This derives from a
growing understanding that investors
—oftenseen as apure ‘cost centre’ by
corporations- actually formthe basis
of a potential ‘asset’.
>>The principle underlying this is
deceptively simple Some of the more
subtle reasons that motivate anindi-
vidual toinvest in acompany are
often linked to that company’s prod-
ucts and services. Understanding this
link, and applying customer relation-
ship management principles to the
shareholder base, can support com-
pany sales and marketing efforts
This cantranslat into significant
additional revenue
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REVEALING THE UNDERLYING
POTENTIAL

>>[ronically, corporations invest heav-
ily in customerloyalty schemes in
order to capture behavioural data
about these individuals. At the same
time, these corporations aresitting
on a real-time database of a particu-
larly valuable custom er segmentin
theform of their share register. For
instance, people who are expecting a
dividend cheque twice a year gener-
ally keep their address up todate!
>>However, while corporationsmay
appreciate the concept that their
investorsmay also be their cus-
tomers,few may be in apositionto
explore thisopportunity in a practical
sens. This may be dueto:

m |lation orsplitting of shareholder
services, investor relations and
sales/marketing functions within an
organisation

m Lack of infrastructure to ‘intelli-
gently’ match investor and customer
lists to establish which investors are
alo customers (‘investomers).

m Limitationsin data

m Lack of resources or programs to
buid and manage shareholderrela-
tions

m Uncertainty aboutthe regulatory
oonstrairts regarding communica-
tions with shareholders
>Inordertoreveal the underlying
potential inherent inthe shareholder
base some form of data mining and
analysis i necessary. To be effective,
ary analysis needs to consider as
much data and existing research as
possible from a company’s share-
holder services, investorrelations
and sales and mar keting functions.
Thiscan include product data; ‘click-
stream’ data from company web
sites, transactional data from multi-
ple channels or from company opera-
tional systems; and prospect, partner
or third party data.

>>The various data must then be con-
solidated and analysed using data
mining techniques before a clear, 360
degree picture of each invesomer
can emerge. The key with thisanaly-
sis isto identify oppor tunities for
enhancd retail investor relations or
marketing possibilities

>>Marny corporations have an intuitive
appreciationthat shareholderscan
be customers and the many share-
holderloyalty programsthat have
been initiated in Australia are testi-
mony to this. However, how many of
these corporations know how effec-
tive these programs are? Do dis-
cournts for shareholders represent
incrementalrevenue or margin
thrown away? Without the infragruc-
ture to really measure thisand adapt
the program to different invesomer
segments,how could you ever know?
>>Interestingly, many such programs
do segment their shareholdersby
number of shares held However we
are yet to work for acompany where



holding level had any significance at
all in customer spend levels. In some
casesit was even negatively corre-
lated and at one company the high-
est spending customer had fewer
than 40shares

UTILISING MARKET EXPOSURE
The European experience suggests
that listed businesses in the financial
services, retail and telemmmunica-
tionssectors are obviouscandidates
for SRM. These enterprises typically
possess:

m Large investor bases, providing a
large pool fromwhich customers
may be drawn

m Strong business to consumer
(B2C) exposure

m More prominent or ‘shorter gener-

m Increased communication infra-
structure or resourcesto make
implementation faster

m Increased discretionary budget for
program developmert

>>Som e of the European companies
to chase the investomer dollar
include DebenhamsPLC and
Deutsche Post AG,with Australian
corporates startingto follow suit.
>>The program can also add an inter-
esting dimension to companiesthat
are considering a retail public offer-
ing. Imagine being able totarget and
attract a shareholder base appropri-
ateto the needs of the business
going forward.Indeed,when compa-
nies get more out of theirsharehold-
ers, shareholders get more out of
their companies

SHAREHOLDER RELATIONSHIP
MANAGEMENT — TURNING

DATA INTO VALUE

By consolidating their customerand
shareholder databases, corporations
canuncover cost saving opportuni-
ties through more efficient communi-
cation channels. They can also
facilitate greaterloyalty from the
investor base by shedding light on
investor preferencesand needs; by
establishingwhat investors wil
respondto, and framing theircom-
munication effortsaccordingly
Ecommunications is an expanding
area. The costs associated with print-
ingand posting over amillion annual
reports are not insignificant,not to
mention the environmental impact.
How many of these end up unread in

ation’ competitive cycles

m Strong brand/product anareness,
making additional marketing efforts
more readily deployable

m Increased ability to package or
group productsand services speed-
ing the benefits of implementation

CASE STUDY

>>\We were recently involvedin an assessmert of
alegacy shareholder discount card program. The
card was the regular store card offeredto all cus-
tomers, except that shareholderswith more than
20 00 shares were afforded an autom atic 12.5
percent discount on all balances at the end of
each month.

>>Data from customer, marketing, credit card,
and shareholder databaseswas matched and a
statistical assessment was performed identifying
program performance metrics such as cost/ben
efit,performance trends and high-level transac-

tion analysis over time.From these resuls, it
became imm ediately apparent that there was

significant opportunity to improve the program,
bringing it more in ine with the fundamental
concept of customer loyalty (as opposed to base
perks or discounts).

>>0nee the analysis and mining process was
completed, the results were found to be quite
significant Average individual value was
extremely high. Program membersprovedtobe
of the very highest customer classification both
intermsof spend and transaction frequency.

the bin? The key is to know which
shareholders prefer what and then to
incertivise those shareholders who
would prefer aninteractive online
versionto optin to the service.BT in
the UK has recently launched
ShareholderPlus where investors who

Specific attitudes were identified that were
inconsistert with accepted wisdom, overturning
some long held descriptive principles.

>>Most importantly, for the first time the scheme
itself could be considered from a measured cost
ben€fit perspective. Our experience with other
companiesrevealsa smilar trend of very little
analysis or measurement having previously been
carried out.Few realy know whether the pro-
grams create value or not. We uncovered several
opportunitiesto enhance the loyalty program,
multiplying overall spend. A differentiated bene-
fitsstructure was designed to drive desirable
behaviour and 'bottom line’ loyalty This was in
place of simply providing flat benefits and dis-
oounts. Most valuable mem bers are rewarded,
less valuable members encouraged to spend
more and more often, abusive members were
dizouraged, and overall program oosts
decreased significantly. Investment is directed
more towards those individuals who provide pos-
itive return on investment, and the programis
brought into line with the overall concept of
sharholder value.

choose e-communicationscan
receive a whole range of savings on
various products and services

>3n sales terms the nexus between
investor and consumer behaviour is
strong,but as any mar keter knows, a
superior offering alone is not enough.
Translating preference into sales
through intelligent stakeholder mar-
ketingis the key

>>Your sales objectives will determine
which programsand campaigns you
may adopt to enable salesconver-
sions.What can you offer? Campaigns
may range from loyalty campaigns,
including incentives, perks or benefits,
or the formation of 'shareholder
clubs’. Services can be personali®d,
and investomers segmented to
enable cross-seling or up-<elling.
>>Like CRM, shareholder relationship
management can offer rich rewards,
however a clear picture of who your
investors areiis first required. The
small cost of discovery can be offset
by greater loyalty and better cus-
tomersinthelong term. m
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