THE POWER OF DATA-DRIVEN MARKETING
Using information to build profitability

The charts below tell a story of huge success: in five years, this issuer’s managed loans have more than tripled, and net income more than quadrupled. It’s a performance record that any business would envy, let alone a card issuer operating in a fiercely competitive, supposedly saturated market.
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The business? Capital One. Their secret? Well, let them tell the story: “Capital One's success is powered by our unique information-based strategy. Using scientific testing on a massive scale, we gather huge amounts of information to help us tailor products and services to the individual consumer, rather than simply offering one product to broad socio-economic groups. We don't believe that 'one size fits all'.”

The history is fascinating: in the late1980s, two consultants are convinced that the future of marketing lies in using data intelligently. Rejected by banks across the US when they try to sell their ideas, they eventually find a taker in a small regional institution in Virginia. Repeated experiments in acquisition mailings fail, time is running out on them, when suddenly there comes a Eureka moment: a campaign featuring low introductory APRs on transferred card balances is a winner. The business is transformed – and so is the industry.

That philosophy – of using intelligence rather than guesswork to drive marketing – is still the gold standard. It lies behind the Champion and Challenger protocol for communications, it exploits multivariate analysis to assess complex product offerings, it powers sophisticated prospect targeting. Properly deployed, it affects every facet of the business: 

	THE CHANGING APPROACH TO 

FINANCIAL SERVICES MARKETING

	
	Traditional
	Information-led

	Products
	One size fits all
	Targetted, segmented

	Organisation
	Hierarchical
	Modelling and analysis-led

	Objective
	One product at a time
	Maximise cross sell

	Management policy
	Cautious – driven by risk reduction, not opportunity
	Profitability driven, based on flexible pricing

	Customer relationship
	Static: defined by product held today
	Dynamic: defined by potential product holding and profitability

	Testing discipline
	Minimal
	Iterative, continuous testing

	Measures
	Maximise market share
	Maximise NPV at account level

	Tracking & analysis
	Product level
	Test cell level


Source: Adapted from Slawsky and Hall, “European Card Review”

The impact of data-driven marketing ranges from the micro – the valuable finding that simply adding a recipient’s name to a communication increases response rates by 44%
 - right through to the macro: one of the reasons HSBC bought Household Finance was to tap into the latter’s data analytics skills for both marketing and credit control.
 
Let’s go back to Capital One for the final proof of the power of data: one customer offer in one quarter generated $3 billion of new business. 
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