Jon Epstein’s 11 desiderata

This is actually taken from the 25th anniversary edition – coming out in a month or so – of my book Commonsense Direct Marketing.

I am no database expert.  So I went to one of the best people I know - Jon Epstein of r-cubed. 

Jon’s refreshingly down-to-earth approach - “it’s all about return on investment” - has worked with clients as varied as Coca-Cola and American Express. 

I asked him what he would tell a client, in terms of data analysis, would most benefit them. I was reassured to see that what he said fitted in very neatly with how I see direct marketing. 

1. Define the ends  exactly - only then talk data

2. Find the 20% of effort that delivers 80% of results

3. Never talk about the Average Customer

4. De-select your worst customers

5. Contact your best customers more often

6. Spend more on new customers and new prospects

7. Ask your best enquirers and lapsers to come back

8. Sell when your customer is ready to buy

9. Keep and use your contact history with individuals

10. Use silent controls to prove real incremental impact

11. Ruthlessly keep demanding “why did they do that?”

I asked him to explain why those eleven points matter – and here is what I learned.

Direct marketing principles always apply
Define the ends exactly - only then talk data 

· Quantify “success” exactly, or you won’t know when you achieve it. Most marketers aim to do “better”, but too few define how much better.

· Nail your colours to the mast!  Have the guts to tell everyone how you define success.  

· Will you be able to see that you have achieved success when and if it occurs?  

· Supposing it doesn’t, will you be able to learn from failure – and if so, what?  

If you say no to any of the above, Jon thinks you should start all over again.  Most of the money spent on creating, analysing and exploiting data is lost at this first stage. 

Find the 20% of effort that delivers 80% of results

· The Pareto principle to which I’ve already referred applies here.

· It has strong financial implications which you ignore at your peril as this is not an academic exercise.  

· It’s not about response but about money.  

· Only invest in data if you can see it’s likely to produce more money than it costs.

· If you think it makes sense as a loss leader, can you point to and measure where else the profit will be made?  

· Watch out for weasel words about strategy or brand-building. This must pay off sometime, somewhere

Jon talks about your investment as “data-money”, and asks: how will you and your data-money make more than it would at the bank?

Never talk about the Average Customer

· There is no such beast.  We are talking about individuals.  Don’t treat them all the same.
· While drafting this we were working with Jon on a client’s problems.  He found that 10% of one file of customers provided over 90% of the results.  The same principle will apply to you.  
· You must vary your investment by individual… not list or segment. In every cell there are better and worse customers.  
· Don’t be average… it only leads to average results.  
Jon, like all good people, is enraged by the second rate.  “Why do so many people still base their targeting on segmentation… the land of the average consumer?” he asks.
De-select your worst customers

· Direct Marketing is about spending your money where it does most good.  
· So what’s better? £80 sales for £20 cost, or £100 for £50?  The answer should be obvious – but it isn’t to many marketers

· Finding the worst is far easier than finding the best…

· It’s far easier to predict the many least likely than the few most likely to respond - and you need far less data.  

· You lose very few sales by dropping the worst but you save lots of money.  

· You can reinvest that money in talking to the best or testing.

· You must find the 20% that delivers the 80%. 

· Then you must quickly apply the principle everywhere: data, systems, data preparation, selection, analysis. 

· Speed & flexibility make money… not completeness. 

Data, targeting, analysis, etc… can NEVER be perfect!  Trying to make them so is very, very expensive. As Voltaire noted, “the best is the enemy of the good”. 

Contact your best customers more often

· First you must define what you mean by “best”. It is what achieves your objectives.

·  Usually that is the greatest return for the least cost – the most possible ROI.  

· Nearly always, your most recent, most frequent, and highest spending customers, deliver that, and it’s not hard to see.  

· This is actually the oldest, simplest list-rule: RFM - Recency, Frequency, Monetary Value  

As he puts it, “It’s as old as the hills – it’s easy – it works – USE IT.”
Spend more on new customers and new prospects

· When you are new to people, they are more interested: the ROI of first time contact is always dramatically higher. 

· Marketers talk about the “afterglow” – that rather agreeable feeling when we have just bought something.

· That is when customers are at their most receptive, but they cool quickly. 

· As customers, they become bored or dissatisfied. As prospects, they will be ruthlessly courted by others. 

· “New” gives us a clean slate for communications.  Some marketers ring fence & protect their new customers – they’re mad.  

I have pointed this out already: when they’re new they are far more hot to trot. Neglect this opportunity and you throw away a fortune

Ask your best enquirers and lapsers to come back

· “Once they’ve dropped off, it’s not worth trying”…FALSE.  

· They may leave or not convert for temporary reasons. We may be still relevant, even loved, but it’s not the right time. 

· There is usually data to differentiate the best prospects among enquirers and lapsers from the worst.  These are the ones to re-solicit. 

·  Remember, if you don’t ask, you don’t get.  

I have talked elsewhere about the extraordinary impact and memorability of a simple “thank you”. Customers love to be remembered and acknowledged. 

Sell when your customer is ready to buy 

· People buy when it suits them – not you

· Who would you target? The customers with the right profile, or the ones ready to buy?

· WHEN is more powerful than WHO

· 80% of non-response is down to the wrong time. 

· Work out WHEN they buy, don’t imagine your messages will change them.

· Look for “hot data” that could trigger activity 

· A unexpected contact may be a buying signal – say an enquiry about something you haven’t offered, an insurance claim, or a change of address

· Make sure staff are listening! 

Jon is particularly keen on this. When the right time is glimpsed, he says ROI can be multiplied
Keep and use your contact history with individuals

· What’s it worth spending on an individual or a household?

· You can’t say if you don’t know how much you spent in the past – and what it produced

· One big sin is comparing customers by past sales, without looking at past investment

· If you know what you spent on each person – and what it produced, how do you use that knowledge?

· You may find that repeat purchasers have had masses spent on them

· Does it affect future investment? When do you cut off spending?

· Do you use that knowledge by segment, or by individual? 

· Do you use mailings, phone, email, friend get a friend… inbound & outbound?

· If so what are the key moments when it pays off? – Is data recorded – Is it useable?

Jon has found that smart use of contact history can outperform all other data. But, he laments, some clients still look at buying 3rd Party data first.
Use silent controls to prove real incremental impact

· “The mailing did well - 20% response!” …“Yes - but how many would have bought anyway?”

· The real response cannot be known without a controlled test. No technology or technique can overcome this

· This is a basic rule of targeting – it’s worth many £millions

· Yet amazingly, few companies measure real results

· No Measurement - No comment 

As Jon points out, good marketing generates incremental sales, not ones you would have got anyhow. And for that you must follow the basic rule of testing: compared to what? He elaborates on this in his last point.

Ruthlessly keep demanding “why did they do that?”

· You’ve had a good idea – how will you know it works?

· Test it versus doing something different, or nothing at all

· A properly tested result = learning = repeatability = gains

· This is the beauty of DM – it is easily measurable – but you have to want to learn

· Untested activity implies a “we can’t improve it” attitude, but there is always a better way to get more ROI

· BUT… poor (or, even worse, no) testing = wrong insight = waste and loss

· AND … good analysis is driven by good questions, not data or statistics
I couldn’t have put it better myself – actually, not nearly as well. But Jon’s points show how universal principles apply in this business

