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The Marketing Tale of the NOW, the OFFER, and the FUTURE 

 

A Direct Marketer was having problems retaining customers. They asked their retention team to figure out 

how to keep more of their existing customers engaged more profitably. 

 

Unfortunately, everything the retention team tried failed. They simply could not improve overall long-term 

retention rates and profitability. Everyone felt like they should have been doing better, but with each group 

optimizing their piece of the puzzle, nothing was improving. 

 

Consultants were brought in to take a deeper dive into the response and retention data to determine, not who 

was right and who was wrong, but to figure out what is best for the Company moving forward. 

 

The Consultants began the analysis using the DARTexpert software with a few hypotheses … 

 

Hypothesis 1 … Status Quo 
 

The current methodology being used by the campaign planners was to select list segments that are the most 

responsive / profitable. In our example, list segments were selected based on the list’s initial marketing 

cycle’s ROI (*Note 1*). The report below shows a sampling of the selected segments along with 

profitability through the initial marketing cycle. Included in the report are segments that were excluded from 

the mailing (because their ROI did not meet campaign goals) (*Note 2*). 
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The retention team then took these customers and ran them through the traditional (best) conversion and 

renewal series. The report below shows how the selected segments performed through 5 marketing cycles 

(*Note 1*). The first three years being actualized with the last two being projected (*Note 2*). 

 

 
 

 
Hypothesis 2 … New Offer / Package 
 

This second hypothesis is meant to measure the long-term effectiveness of a different offer / package. 

Perhaps a package that is not optimal through the first marketing cycle does, however, bring on customers 

who are more likely to convert / renew thus improving the campaign’s long-term profitability. The report 

below shows profitability of different packages through 1, 3 and 5 years. Panel I (the control package / 

offer) is the clear winner through the 1st and 2nd marketing cycles (*Note 1*). Panels I and F are about 

breakeven through Year 3 (*Note 2*) but Panel F is the most profitable through years 4-5 (*Note 3*). 
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Hypothesis 3 … Optimize Initial Segment Selection based on Future Response 

This third hypothesis is meant to measure the long-term impact of selecting segments based NOT on their 

initial marketing cycle profitability, but based on each segment’s 3-5 year profitability (including 

conversion and renewal rates). Another way of putting this is that, unlike hypothesis 1 where we selected 

the initially most profitable segments and ignore the rest, in this example we will use the 3 year (and 5 year) 

profitability to determine our segment selections. 

 

The following report shows the difference in long-term profitability when the segment selection is 

optimized for profitability through year 1, year 3 and year 5.   

 

As you would expect, the “Optimized through Year 1” scenario maximizes profitability in year 1. Likewise, 

the “Optimized through Year 3” scenario maximizes your 3 year profitability and the “Optimized through 

Year 5” scenario maximizes your 5 year profitability. What is insightful, however, is the notion that 

investing an extra $4,750 in year 1 (*Note 1*) can lead to an increased 3 year profitability of $24,569 

(*Note 2*).   

 

Interestingly, then when comparing the 3 year and 5 year scenarios, the incremental investment between 

these two options, the incremental investment of $11,375 (*Note 3*) only leads to an increased 5 year 

profitability of $16,314 (*Note 4*) which is an insignificant return on investment.  
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Conclusion 

 

The conclusions are two-fold: 

 

✓ Hypothesis 2 shows that changing offer / package results in a significant long-term profitability 

improvement with a breakeven after year 3 and a gain of $6.27 per order after year 5. But this all 

comes at an additional initial cost of $3.67 per new order in the first year. If the marketer is looking 

out 5 or more years, then this offer / package change likely makes sense. 

 

✓ Hypothesis 3 shows rather clearly that selecting initial promotion segments based on 3 year 

projected profitability will provide noticeable long-term financial gains (in this case about a 3X 

return on your incremental investment) over 3 years. 
 
 

What would you do?   

 

This tale, as with all of the great wise tales of the past, is meant to make you think. Think about what is 

important to you … are you running on an ultra-tight budget and need to optimize year 1 profitability just to 

survive? Are you cautiously optimistic and willing to invest to optimize your 3 year profitability? Or are 

you in it for the long haul in which case you definitely should consider both a new package as well as a 5 

year  profitability segment selection process. No matter the case, always consider the tools that will give you 

the best view of the future so that you can make a truly informed decision. 

 


