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Wel come to the second of RP Direct Tips Newsletter. Today we will cover, what
believe to be the heart of custoner segnmentation RFM There have been books
witten on RFM nodeling and if you are interested | reconmrend Li bey and

Pi ckering on RFM

REMsimply stands for (Recency, Frequency & Monetary). RFMscoring allows you
to segnent your custoner base in ways to neasure results and determ ne where
your marketing efforts should be directed. The termalso |ists the attributes
in their order of inportance.

Recency is when a custoner |ast purchased. By itself, it is arguably the nost
i mportant indicator of the three: recency, frequency and nonetary value. A
si mpl e excel spreadsheet listing the custoners |ast order date can be sorted by

this date. The custoners that fall in your 0-12 nonths segnment will be those
that can be mailed nore often. Every mailer needs to determ ne how deep they
can mail in their custoner base before deciding how nuch prospecting they should

do. Usually, you can mail back to 36 nmonths and have t hose ol der segnments stil
be nore profitable than cold prospecting.

Frequency is how many times a custonmer buys. It is an indication of usage and
satisfaction and the primary measurenent of demand. Frequency is influenced by
product and usage rate. | recomend view ng custoners not only by how many

times they order in a given tinme period |like a year or two years, but also by
the channel in which they order. Exanple is a web buyer who only orders once a
year can be considered a | ow demand custoner and would not justify nailing as
often as say a customer who orders by phone, web and at your retail store and
orders 8 tinmes a year.

Monetary value is how nuch a custoner spends. |n total aggregate of al
custoners, it is expressed as average order value and sales. Sone argue that it
is the nost forceful indicator of the three. This indicator is necessary to
deternmine if a customer spends enough to be profitable. Measuring noney spent
over tine is also critical, | prefer |ooking at noney spent over the lifetinme of
a custoner.

The latest trend in direct nmarketing involves expanding on the RFM npdel to
create an “Optimized RFM” or RFM on steroids. This involves overlaying other
optim zing elements to create a sort of RFMk. Wiether x is enployee size,
gender, product category, SIC code or any other attribute, the point is it

all ows you to better pinpoint where the gold nuggets are in your custoner file.
The nost efficient way to get this level of segnentation is through a co-op
database like Merit Direct or others that provide this service to their mailer
clients.

Once again the beauty or magic in Direct Marketing is that it is measurable and
therefore you can cal culate your return on your investnment and make future



deci si ons based on the neasurenments. Consider outsourcing your database and
circulation efforts and find the power how custoner segnmentation can inprove
your profits.

If you want a FREE eval uation of how RP Direct can help you, give nme a call or
click on the email |ink bel ow

Pl ease feel free to pass on this email to anyone you feel would benefit fromit.
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