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Today’s Agenda

• Brief introduction

• RFM Analysis – a hands-on experience!

• Analyze results

– Your tables

– My table

• Implementation – Now that I have it, what do 
I do with it?
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<<<where did this guy come from?>>>

2016 – “The Spin”
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Lots of change!  What hasn’t changed?
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Digital Variable 
Content

Web Direct Mail

Email Mobile

Research & Customer 
Experience

Analytics

InsightsData 
Management

Strategy Relevant 
Interactions
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Targeting Continuum
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Tool

Baseline
Profiles

Syndicated
Segments

Forecast
Model

Campaign
Response

Model

• Customized to client 
partner

• Not predictive

• “Off-the-shelf” 
segments

• Based on geo-
demographics

• Some DM response

• Based on “look-alike” 
responders (walk-ins)

• Not based on DM 
campaign

• Better than profiling 
at capturing multiple 
variable relationships

• Based on responders 
to mail campaign

• Captures natural 
response + marketing 
effect

• Able to calculate 
marketing effect to 
drive better ROI 
marketing decisions
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RFM Analysis Overview
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• Core component of retail 
loyalty programs

• Basis of segmentation to 
identify best / worst customers

 Considers life stage
 Communication driven by 

segment placement
 Prioritizes customers for 

attention

• In order to create a ‘fair’ RFM 
solution, all customers should 
have a minimum tenure on file

Recency
Monetary

Frequency
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RFM Analysis Data
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Pretty!

UGLY!

• NCOA/CASS
• Deduped
• HH Aggregation
• Suppression
• Final Audit
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Your Mission: Create the RFM Grid

Clues:

• Think like a 5x5x5 cube (R*F*M)

• Arithmetic is your friend

• Set the time machine back to 11/01/2015

• “I’d say that’s a nice revenue value, but per order, it’s 
only average!”

• Two useful Excel features: VLOOKUP and the trusty 
Pivot Table
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RFM Template
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Data Transformation: SAS

PROC UNIVARIATE <options> ; 
BY variables ; 
CDFPLOT <variables> < / options> ; 
CLASS variable-1 <(v-options)> <variable-2 <(v-options)>></ KEYLEVEL= value1 
| (value1 value2 )> ; 
FREQ variable ; 
HISTOGRAM <variables> < / options> ; 
ID variables ; 
INSET keyword-list </ options> ; 
OUTPUT <OUT=SAS-data-set> <keyword1=names …keywordk=names> 
<percentile-options> ; 
PPPLOT <variables> < / options> ; 
PROBPLOT <variables> < / options> ; 
QQPLOT <variables> < / options> ; 
VAR variables ; 
WEIGHT variable ;
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Data Transformation: Excel

1. Calculated fields

Recency: (DATE(2015,11,1) – LastSaleDt) / 30.4375

Frequency: actual value

Monetary: Sales/Orders (Average Order Value)

2. Pivot table frequency analysis

3. Output

VLOOKUP(lookup_value,table_array,col_index_num,[range_lookup])

VLOOKUP table assigns bin labels to RFM range values
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RFM Template
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RFM Table Counts
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None < $550 $501-1100 $1101-1700 $1701-2200 $2201 +

RECENCY: recent purchase = more likely to convert

FREQUENCY: increased orders = more likely to convert

MONETARY: higher spend = more likely to convert

Customer Conversion Impact
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RFM Table Percentages
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RFM Table Percentages – Aggregated
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RFM Segment Aggregation

Key findings and observations

RRD was able to create well-defined RFM 
segments that can be leveraged by a 
variety of marketing treatments.

• Nurture: recent, low-frequency customers
who will migrate to either Grow/Maintain 
or One-off segments.  15+% of the base.

• Grow: recent, 2+ frequency, but low-value customers.   13+% of the base.  
Higher-value orders will push them to Maintain.

• Maintain: your best customers!  Nearly 20% of the customer base buys 
frequently, and with high AOVs. 

• Recent Inactive: 2+ frequency, but no orders within the past year.  
Reactivation strategy for 17+% of base. 

• One-off: nearly 10% who ordered once, and never again.   Can we get one 
more purchase from this group?

• Lapsed: another 10%, but no sales in the past 2 years.
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RFM Segment Aggregation

Recommended implementation

The RFM segmentation is more valuable if changes over time, such as 
segment value or customer migration, can be measured.

• Score (segment code) current customer file, then resegment
periodically.

• Track changes in segment population. Are key bins 
increasing/decreasing in size? Does that behavior match our 
objectives?

• Track customer movement to/from segments. Are the strategies 
we’re employing providing the desired effect; ie., migrating 
customers to more desirable bins?

• Correlate to departments shopped, product assortment or services 
enrolled.

• Measure overall impact. Do the programs result in more sales, 
higher dollar value, less time in between orders?
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Thank you!
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