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Abstract

In direct marketing campaign, response model are often

developed only based on the data of selected population. Since the

propensity to respond depends on selection, this introduces a possibility

of bias in the estimates of the response model.  This paper tries to apply

a bivariate probit model with partial observability suggested by Meng

and Schmidt (1985) to correct the bias arising due to the sample selection.

Though the primary focus of this paper is to address the sample selection

bias, the application of this paper can also be extended to develop a CRM

solution to the twin problems of adverse selection and costly screening.
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The customers you want to attract don’t respond, and the ones you don’t

want to attract do.

          —Richard E. Mirman, Chief Marketing Officer,

 Harrah’s Entertainment, quoted in Levey (2002, p. 1)




