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WHO IS THIS BOOK FOR?
WHO WOULD BENEFIT
FROM THIS PROCESS?

If you run a “How To" business ... a business that shows people
how to solve problems ..through an info-product, a training
course, or maybe SaaS (software) solving a business problem ...

Then you will greatly benefit from the process revealed in this
book.

What information publishers, training & course creators, and
SaaS sellers all have in common, is that they solve “how to”
problems for individuals and businesses.

And the advertising they need to create to attract new customers,
clients, and business, work best with “reason why” copy.

This book reveals a scientific testing process that allows your
market to automatically inform - direct - and shape your winning
ads & campaigns ...

.. while also alerting you early on losers!

Ultimately, you'll end up with more winning campaigns,
delivering more paying customers BECAUSE you will be reaching
out to them using the problems they acknowledge they need
to solve, and communicating with them in the language they
have indicated they understand.
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WHAT IS THIS PROCESS?
WHAT WILL IT DO
FOR MY BUSINESS?

Our scientific testing process finds out what customers are
actually frustrated about, tests hundreds of ad variations using
their language and words...

. and capitalizes upon the machine learning platforms of
Facebook and Google to drive consistent and predictable
results - which are both scalable and profitable.

When we execute this process for clients, we call the service
“Fractional CMO - Paid Digital Channels”. And we deliver to
clients the following:

1. For start-up businesses, or new product/service launches:

Research, create, test and prove out winning ads that deliver
your desired result (leads, paid buyers, etc.) at an acceptable
cost per acquisition.

Use a scientific testing process that allows your market to
automatically inform - direct - and shape your winning ads &
campaigns ... while also alerting you early on losers!

2. For businesses and/or products/services with existing sales
flowing:

A. Stabilize the ad account, so it's delivering consistent and
predictable results, at an acceptable client acquisition cost
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B. Deliver on key business objective(s) at greater scale and/or
greater efficiency

C. Manage long-term growth across all channels

Essentially, the process breaks down to three main deliverables:
Facebook Testing Process — Deliver results with acceptable and
predictable KPIs, plus develop proven creatives to be used with

all channels.

Scaling / Efficiency - Deliver key business objective(s) at greater
scale and/or greater efficiency

Managing Growth - Manage long-term growth across all
channels with the Marketing Growth Framework

Let's take a high-level view at the process, that we call ...
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FRACTIONAL CMO -
PAID DIGITAL CHANNELS

Link to short 3.5 min video, which gives a quick overview of
our Fractional CMO - Paid Digital Channels process: https://
kelvinsmba.com/cmo-process/

(’ " Kelvin's Fractional CMO

Paid Digital Channels

MBA

Fractional CMO - Paid Digital Channels is a service that delivers:

1. Consistent and predictable results, at an acceptable client
acquisition cost

2. Key business objective(s) at greater scale and/or greater
efficiency

3. And manages long-term growth across all channels
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https://kelvinsmba.com/cmo-process/
https://kelvinsmba.com/cmo-process/

The key intel & levers we focus on, include:

Budget - timeline - upside potential - roadblocks - risk tolerance -
cash flows - AQV (average order value) - LTV (lifetime value).
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Also, what's the conversion of first purchasers to repeat
customers? What's the first sale margin compared to LTV
delivered?
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The testing process allows you to solve for business objectives:

e How do | reduce my cost per acquisition?

e What appeals work best for lead generation, that generate
the highest long-term value clients?

e What follow-up products would have the most appeal,
and in what order?
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The focus is on removing bad choices, simplification, monitoring
the REAL results to the business. We use strategies to achieve
stability, efficiency, and scale.

Facebook Daily Scrum Doc
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Shift $100 a day to a None,
Tumn this Back On, taking more profitable effort  reallocation of Lower our CPA, and daily
Strategic Testing $100, from Prospecting, to and lift overall budget, but budget will increase to $300- In Process
start. performance by potential for $500 in 14 days
shifting investment incremental

Scale the volume of Inac;eame(:lzzas:l) Scaled Profit Volume will fund
Raise budget to $100, with sales and retargeting % " Creative Testing efforts and

Retargeting incremental dollars to pay for creative W"r;‘ more if 0 for worse than goal CPA In Process
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s Total Dail
FB Test Flighting Pur ROAS CPA AOV y Status
Spend Spend
Cost Cap Control Consolidated Test 6.1-6.5 $6.4k 211 4x $30 $122 $450 Evergreen
The Consolidated Control (targeting Control Regions) campaign delivered 3.8x ROAS on $6k spend in
May. Based on this we launched a Cost Cap version to attempt incremental spend at premium
performance. The difference with the Cost Cap was that we launched it as a CBO instead of ABO. Our
bid is $50 and success is consistent. Daily AVG Spend is $450, which is 19% of spend... at 30% above
Account Average Performance
Cost Cap Influencer Test 6.15-6.31 $5.3k 133 2.8x $40 $113 $330 Evergreen
. Due to the success of the Cost Cap test on Consolidated Control (targeting Control Regions) campaign.
pox\'\es‘S We are going to test the same strategy against our best incremental reach effort. Currently at $5.3k
vy spend with 2.8x ROAS
\ns'\%\"‘s-' This has been upgraded to an Evergreen BAU campaign. Also, due to the restricted investment on FB in
905‘ E\N June, this has taken the place of the "Lowest Cost" Influencer campaign, which spent 7.5k at a 2x.
Value vs. Lowest Cost Test 6.22 $2.8k 89 3.28 $31 $102 Testing
. Value bidding pushes the system to drive ROAS. Cost Cap was not successful at providing incremental
po‘t\‘es‘s success in California only Control Consolidated Campaign. If we cannot drive down the CPA, this effort
wy would help push up the AOV. Currently the CA | Control Campaign has spent $6k at a 3.6x ROAS.
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Facebook is the best place to test - then use your proven
creatives with other channels.
N

/ Google Ads
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The Facebook Machine Learning Process involves:

e Testing with Feedback Loop

e Targeting with Creative

e Manage by Business Objectives

e Automated Rules to Train the Machine

Facebook’s powerful machine learning platformm can uncover
intent at scale. It has coverage of every possible market segment,
and deep insights into what drives them to action.
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Facebook prioritizes attention and sells that to businesses for

profit.

If your content is something people like and engage with, you
will pay less to reach them.
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Success comes from giving the machine learning platform what
it wants, and it will then in return deliver to you what you want.

Facebook targets your audience based on your ad creatives.

It reads your headline, copy, images, even videos - and decides
who your ad will appeal to - based upon trillions of data points...

..billions of users tracked across millions of websites, 24/7.
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The focus is on ACTIONABLE INSIGHTS, based on TRENDS, for
BUSINESS OBJECTIVES - such as prospecting, creative testing,
or maybe a new product launch.

Finally, Facebook and Google also, they only perform as well as
you train their machine learning. Automated rules train them on
what are considered acceptable results and costs.

AN

Google Ads Facebook Ads
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Our testing process comes from 30+ years in direct response

marketing ...

Direct
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.. plus working with super savvy people such as one of the top
100 Facebook advertisers, who has spent close to $500 million
profitably.

AUTO ADVANCED
MATCHING

DYNAMIC ADS

ACCOUNT

PQ!A_’EII‘)S 0 SIMPLIFICATION

AUTOMATIC
PLACEMENTS
\ ﬂ CAMPAIGN BUDGET

OPTIMIZATION

Parts of the process also came from a VP at Guthy Renker who
spent $100 million a year, a North American director of Omnicom,
and the ad tech engineers at Facebook.

Guthy Renker.

OmnicomGroup
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The process works for any company that does online lead

generation and conversion to paying customers.

With a lead generation project - this process reduced the cost
per lead from over $25 to $15.

FROM $25 TO $15

With a book publisher — client acquisition cost was reduced
from $40 to closer to $25.
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CLIENT ACQUISITION COST

DOWN FROM $40 TO $25

And with a large company selling golf training programs, who
already had many control ads - the process uncovered new
angles that delivered a return on ad spend around 2.1x.

/—- DELIVERING ROAS OF 2.1X
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PRINCIPLES BEHIND
THE PROCESS ...

If you want to get right into the nitty-gritty of how to execute
the process, jump down to page 38.

If you want to understand some of the principles behind the
process, and why it works, keep reading!

There are key data points and levers that we focus on. Some that
| had mentioned earlier include:

e Budget

e Timeline

e Upside potential

e Roadblocks

e Risk tolerance

e Cash flows

e AOQV (average order value)

e LTV (lifetime value)

e Conversion of first purchasers to repeat customers
e First sale margin compared to LTV delivered

This is a lot of data points to focus on. However, to simplify how
you look at the data and how you make decisions, we use a key
equation called PSM.
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PSM - PROFITABLE
SCALING MARGIN

PSM stands for Profitable Scaling Margin and it is the brainchild
of Charley Tichenor IV — a brilliant marketer who has profitably
spent over $500 million on Facebook.

PSM (Profitable Scaling Margin) = LTV / (CPA + COGs)
Where:

LTV = the lifetime value of an average customer

CPA = the cost to acquire a transaction

COGS = your cost of the product landed to the customer

There can be different versions of this equation for different
applications, but generally speaking in the most simple for, the
CPA + COGS are for the initial purchase your customer makes
only.

We are measuring the projected lifetime value of the sale of a
single item & the cost to make that sale happen as well as the
average operating cost.

How much is a new customer worth? This equation answers
that question.

How much they are worth depends on the strength of the
first offer used to acquire them. And on the strength of the
subsequent offers made to them after their first order.
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As a simple example — | have 2 products | can use as the first
purchase offers to customers.

Product A: PSM = LTV / (CPA + COGS)
2.77 = $2,500 / ($152 + $750)

Product B: PSM = LTV / (CPA + COGS)
0.66 = $796 / ($226 + $975)

Product A will deliver 420% more profits to the company if used
as the lead product offer.

The subject of PSM is a deep rabbit hole which we are not going
to go further down today. Suffice to say, with PSM, you know
where your greatest opportunities for success lie.

And you will know where NOT to invest your money and
resources.

Once | know where the greatest opportunity is, how do you get
there?

Map out the steps, and as you start making moves, there will
be more steps. You must understand the VALUE of each effort
(best LTV for money invested.)

The question is always — how do you leverage your largest
possible investment into your best opportunity?

Also understand, your best opportunity will come with the

BIGGEST ROADBLOCK to getting there. Your focus, therefore,
becomes identifying and removing the BOTTLENECKS.
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Runway - budget - timeline - risk tolerance - AOV - LTV - they
all come into play.

ULTIMATELY:
How do you get the most volume to the path of best opportunity?

And where's the bottleneck, and how do you remove it?
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RUNWAY - ANOTHER
KEY CONSIDERATION

Actually, before you start spending money testing and calculating
PSMs, you must consider how much runway you have available.

How much can you spend, or are you willing to spend, to
see if you can achieve your goal?

What is your goal, or goals, precisely?

What's your budget + timeline?

What resources are available to get you to your goal?
What level of risk are you comfortable with?

All of this must be understood in the context of the business
nmodel.
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SOLVING FOR
BUSINESS OBJECTIVES

Finally, what business objectives are you solving for? You are not
just spending money and testing to see if you can sell a single
product. That approach will hinder your success and slow you
down.

The “Fractional CMO - Paid Digital Channels” testing process
allows you to solve for business objectives.

e How do you reduce your cost per acquisition?

¢ What appeals work best for lead generation, that generate
the highest long-term value clients?

e What follow-up products would have the most appeal,
and in what order?

You want to identify very clear business problems and use the
testing process to solve them.

With the framework of this process, you propose or hypothesis
an answer to a business problem, and then run tests until
you have something that is delivering your desired result, in
a consistent manner, and at a cost that keeps your business
profitable.
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SCALING AND EFFICIENCY
ON FACEBOOK
(AND ALL CHANNELS)

The focus is always on removing bad choices, simplification, and
monitoring the REAL results to the business. It is NOT on finding
winning ads and then just increasing the budget.

At any time in the testing process or the life of a campaign, there
are two different directions you can move in.

ONE: You can push for stability and efficiency ...
OR

TWO: You can push for volume, which inherently brings with it
volatility.

If you want stability and efficiency, then what you need are
more ads from winning concepts. So, after you run through the
testing process (to be described in detail starting on page 38),
and if you have found a winning ad ...

.. you will then run another round of testing for a new concept.
The idea is to create, test, and prove multiple winning ads, each

appealing to a different concept.

If you want to get more efficient, you need more variations on
winning concepts.
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However, if you want immediate increases in volume, you will
inherently bring more volatility. Let's say you want to increase
your ad spend by 3x, 5x, 10x your current level or more.

It's going to be very hard to find 10 times as many people to
buy at a good efficiency or to sign up or to get a lead if you're
targeting only the same concept.

The secret to scaling without Killing your cost per acquisition, is
that to scale, you're going to have to get more winning concepts.

The “Fractional CMO - Paid Digital Channels” testing process
will show you how to solve problems for your business by doing
creative testing.
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CORE FOCUS AND
DELIVERABLES ...

The total focus of this process is on achieving three objectives
for your business:

1. Bring stability to your Facebook account so it delivers results
at an acceptable and predictable CPA (cost per acquisition)

And only after achieving #1 ...

2. Focus on your key business objectives — delivering them at
greater scale and/or greater efficiency

3. Managing long-term growth across all channels with the
Marketing Growth Framework

In other words, getting your business to work with online
channels — and getting it to scale.

Every strategy, tool, and tactic used within this process is for the
sole purpose of delivering on those key objectives.
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PREDICTABLE GROWTH
AND PROFITABILITY ...

The “Fractional CMO - Paid Digital Channels” process weeds
out the things that don't work, in the shortest possible time,
at the lowest cost. For probably 90% of the things that make
a business fail — when you follow this process — you won't even
start them in the first place.

This framework will save you from running down dead-end
roads that cost you untold sums of money. It will keep you on
track so you've only investing TIME and MONEY and EFFORT
into things that are going to pay-off.

Or if they are not going to pay-off, you find out QUICKLY and
terminate them.
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IS THIS VENTURE
WORTH YOUR TIME,
MONEY, AND EFFORT?

Using a fast-turnaround, low-cost, predictive testing method
will help you clarify, prioritize, risk-test your ideas ...

.. BEFORE investing too much time and money into them.

You'll have a framework to get ideas, products/services, and
businesses off the ground, and then to grow them.

Nothing is left to chance - it's a complete framework to engineer
a profitable business.

By sticking with the process, you'll weed out losers early, and
maximized profits on winners.

And for testing, Facebook is the ONLY tool on the planet,and in
the history of business that can deliver these insights — quickly —
efficiently — at low cost. It has the coverage of every possible
market segment, and deep insights into what drives them to
action.
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SIMPLICITY = EASY
SUCCESS & LESS WORK

With Facebook — and all digital ad channels — success is MUCH
EASIER if your account is built around doing one thing well.

Making it more complicated confuses the machine learning
platform - thus delivering less desirable results.

The more complex your machine, the lower confidence it will
deliver with the tests you run.
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FOCUS ON ACTIONABLE
INSIGHTS - BASED
ON TRENDS - FOR

BUSINESS OBJECTIVES

When running your testing process on Facebook, the focus is
on ACTIONABLE INSIGHTS, based on TRENDS, for BUSINESS
OBJECTIVES (like Lead Generation, Strategic Testing or New
Products).

Identify where your investments have the most value, and where
your investments present the biggest liability.

You can test dozens of ideas at a super low cost, with laser-
focused insights using the scientific method, which provides
super high confidence results to base your future investment
decisions upon.

The focus is on making content people want to see, and then
prioritizing the content that gets engagement and ALSO drive
business actions. This strategy keeps your costs low and helps
get them lower over time.

When you're using proven high value assets, you can invest
in them for much longer. This allows you to scale spend while
keeping results predictable and consistent — versus — having ads
“‘die" after a few days.
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HOW DOES THE
FACEBOOK MACHINE
LEARNING PROCESS

WORK?

Facebook is the best place to test - then you use your proven
creatives with other digital channels.

The Facebook machine learning process involves:

e Testing with Feedback Loop

e Targeting with Creative

e Manage by Business Objectives

e Automated Rules to Train the Machine

Facebook’s powerful machine learning platformm can uncover
intent at scale.

Facebook prioritizes attention and sells that to businesses for
profit.

If your content is something people like and engage with, you
will pay less to reach them.

Success comes from giving the machine learning platform what
it wants, and it will then in return deliver to you what you want.

When we use the Facebook testing / machine learning platform
to isolate by business objective ... we will start to see what our
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weaknesses are — what are our assets — and what we need to
exploit more.

Our testing process lets you break everything down by ad
elements, so you can see what is going to deliver Facebook’s
overall business objective of maintaining attention over time,
while also delivering the most desirable business impact.

Facebook is an OCPM platform

It prioritizes attention, and sells that to businesses for profit ...
Bid = Budget x Estimated Action Rate x “advertiser score”
Budget: How much spend does the ad have each day.

Estimated Action Rate: How likely is a Facebook user to respond
positively to the ad in their feed.

Advertiser Score: On average, is the advertiser an asset or a
liability to Facebook’s primary objective of keeping people on
the platform for as long as possible.

If you want to get cheaper results, you have to get a better
Estimated Action Rate and protect your "Advertiser Score”.

The absolute best way to achieve this is with a better ad.
If Facebook sees your content as something that helps keep
people on the platform and that people like to see and engage

with, you will pay less to reach people.

If you're content is a burden to the user experience, you are
going to pay higher and higher prices.
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Give Facebook what they want - and they're deliver what you
want ...

The way Facebook works is that it tries to show content to the
people it believes would like to see your content, so that they
stay on the platform longer.

That's why you're measuring and optimizing a campaign that's
specifically designed to favor Facebook’s business objectives —
which is brand lift, and people enjoying what they're seeing.

Every decision that you make, needs to ultimately come down
to how do | make Facebook want to show my content to the
person that | want to see it because that person wants to engage
with my brand.

We need to identify what language, positioning, and creative
assets (images and videos) drive intent or interest.

Doing this well with broad targeting during testing, sets you up
to scale later.

Facebook’s goal is to find content for users that keeps them
on the platform, so they can control the customer journey
across multiple platforms and devices and sell that attention to
advertisers for profit.

An old advertising truth - find out what your market wants,
then give it to them.

It's literally the same when you're dealing with an ad platform
that uses machine learning. Find out how the machine works
and what it needs and give it to it.
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When you feed the testing system different ideas, concepts,
approaches, appeals, hooks, and so forth - give the machine the
data it needs, you will eventually be led to what's going to work.

As long as you're flexible, as long as you're not married to a
concept.

You can't force an idea to work.

Feed options to the system. Break them down by components,
and let Facebook do what it's great at, which is to combine all
your winning elements into winning versions.
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TARGETING WITH
CREATIVE

Facebook targets your audience based on your ad creatives.

It reads your headline, copy, images, even videos - and decides
who your ad will appeal to - based upon trillions of data points —
billions of users tracked across millions of websites, 24/7.

It's important to understand that Facebook does the targeting
for you — based on your ad copy and creatives — so each different
ad concept will appeal to a different type of buyer, a different
type of Facebook user.

You want to make sure that you have enough different types of
ads, so that you can appeal to as many different types of people.
And people at different points of the customer journey.

Based on the ads you give it; Facebook is going to try to find
the right user.

Every ad is its own webpage within the Facebook ecosystem.
Every ad creates its own lookalike audience.

Facebook goesout into the Facebook ecosystem (which includes
all the data it has on its users interacting with sites outside of
Facebook) and tries to find people that are a good match for
that specific ad.
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MANAGE BY BUSINESS
OBJECTIVES

The focus is on ACTIONABLE INSIGHTS, based on TRENDS, for
BUSINESS OBJECTIVES - such as prospecting, creative testing,
or maybe a new product launch.

Use automated rules to dynamically optimize performance ...
Test creatives by concept ...

Scale performance by incrementally improving efficiency ...
Optimize machine learning within a single campaign ...

Stabilize performance by eliminating volatile ads ...

Clean social proof for each ad daily ...
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AUTOMATED RULES

Finally, Facebook and Google also, they only perform as well as
you train their machine learning. Automated rules train them on
what are considered acceptable results and costs.

The machine learning is kind of like a dog that needs to be
trained for walking or house trained, etc. It doesn't know what
you want it to do unless you continually reinforce the right
actions.

It's the same with the machine learning.

Let's say your acceptable CPA is $20. And Facebook is delivering
results with a $45 CPA. More than double what you want.

If you let that ad keep running, well, the machine learning
doesn’'t know what you want.

So, if you let it keep running, it will think it's acceptable.

Facebook machine learning figures $45 CPA is acceptable, so it
will keep delivering at that rate.

But if you have a set of automated rules that check the results
every 30 minutes, and if it sees that a particular ad has gone
more than 20% over its target CPA, then | will turn it off.

And we'll turn it back on at midnight.

It's best to use a 7-day rolling average CPA. So, if you turn the
ads off today, at midnight Facebook turn the ad back and also
check on the CPA again.
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If it's still over your target of $20, it gets turned off again.

Next day, same thing. But after a few days of being turned off,
it's 7-day rolling average will have dropped, so when it gets
turned back on, it stays on.

The automated rules are giving the ad a 2" chance, now that
it's CPA is back within the acceptable range.

Understand, the goal of Facebook’s machine learning is to keep
running ads because that's how they make money. When the
data shows that every time this ad delivers a CPA over $20 it
gets turned off ...

..the machine learning is going to try harder to find the audience
that converts at the right price.

That's how you train the machine learning.

k ok %k 3k %

Okay, enough of the theory, now let's get into executing the
“Fractional CMO - Paid Digital Channels” testing process!
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EXECUTING THE
“FRACTIONAL
CMO - PAID DIGITAL
CHANNELS"” PROCESS ...

To watch a “live” demo of the testing process, visit the link below.
You will find a 28-minute live demonstration given to a client,
where | go step-by-step through the process...

..and also share my “Marketing Growth Framework"” —a scientific
and systematic method of keeping track of your testing — your
progress and results — and planning next steps to be tested.

This is the precise process | use to drive profitable results and
scale campaigns, when working with information publishers,
course creators, and SaaS sellers.

https://kelvinsmba.com/process-demo-managing-for-targe
t-kpis-scale-efficiency/

What follows is an edited version of the demo —along with some
screenshots from the video (but | highly encourage you to also
watch the video) ...

When you're starting out, you maybe you need to acquire a
client and you have a target. KPI, a target cost per acquisition,

let's just for argument’s sake, say it's $20.

The whole process is to test until you achieve that objectiv