
Small Changes:  Big Profits  by  Paul  Hancox

SMALL CHANGES: BIG PROFITS
 by Paul Hancox

Version 2.1.1

1

SAMPLE
First 30 pages only



     

IMPORTANT NOTICE

This publication does not automatically come with Resale Rights. You do not 
have the right to reproduce, redistribute or resell this publication in any form, 
without a valid Resale Rights license from the author.

This publication is copyright © 2003, 2007 Paul Hancox. All rights reserved.

Whilst the author and publisher has made every reasonable effort to ensure this 
publication is free from error, neither author, publisher, nor their affiliates and 
resellers assume any responsibility for errors, omissions or contrary 
interpretation of the subject matter herein.

This publication is an information product, and is not intended for use as a 
source of legal, accounting or tax advice.

The reader assumes all responsibility for the use of the materials and 
information herein, including adherence to all applicable laws and regulations.

No guarantees of income, sales or results are claimed, and figures are given for 
example purposes only.

Any perceived slights of persons, peoples or organizations is unintentional.

The author and publisher (along with their resellers and affiliates) assume no 
responsibility or liability whatsoever on behalf of any purchaser or reader of 
these materials.
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1

The Key To Maximum Profits

1.1 A quick example of a 1,000% increase in profit

According to the August 2007 edition of Target Marketing Magazine, “...research 
indicates that the average conversion rate - that is the ratio of orders to overall 
site visits - is 2.9 percent.”

Since this research didn't include smaller online marketers, I suspect that the 
actual average is lower – probably closer to 1% or 2%.

Of course, these studies could never tell us whether 1% is good or bad, because 
it depends what you're selling.

For instance, if you're selling a $50 million jet engine, then 1% would bring in a 
lot of money! You only need 100 visitors to make a $50 million sale.

However, if you're selling a $50 product, and your site converts 1% of your 
visitors into customers, then every 100 visitors will earn you $50. How much of 
this is actual profit will depend on your costs. If it costs you $40 to get these 
visitors, then you're making a profit of just $10.

So you'll need a lot of traffic to make a lot of profit!

For instance, if you wanted $1,000 a month profit, you'd need at least 10,000 
visitors a month (assuming that your costs per visitor remained the same). 

Creating that many visitors can be hard work!

You could, of course, reduce your costs by finding cheaper sources of traffic – 
but pay-per-click advertising is generally rising in cost, and besides, cheaper 
ways of generating traffic often have a different cost – the cost of your time.
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However, watch what would happen if you were able to go from converting 1% 
to 2% of your visitors into customers.

This means every 100 visitors now generates 2 new customers, which earns you 
$100 in revenue ($50 per customer). Your costs haven't changed – it still costs 
you $40 to get the same amount of visitors. Your profit is now $60.

Did you notice what happened? By getting your site to convert more of your 
visitors into customers, your profit has gone from $10 to $60 for each 100 
visitors –  that's an increase in profit of 500%, without spending an extra dime!

It gets better... let's see what would happen if you were to go from converting 1% 
to 3% of your visitors into customers.

You would make 3 sales, and so $150 for every 100 visitors. Again, your costs 
would stay the same at $40, so your profit is now $110.

In other words, your profit has gone from $10 to $110 for every 100 visitors, an 
awesome 1,000% increase!

Now if you wanted to earn $1,000 a month profit, you'd need just 910 visitors a 
month – much easier to achieve than 10,000!

The question is: How do we go from 1% to 3%, or from X% (your current 
conversion ratio) to Y% (a better one), without spending more money?

The answer is to find the hidden elements in your site that are just waiting to 
make you profit!

And I can virtually guarantee there are more than a few of these hidden 
elements on your site right now – you just don't know where yet. (If you did, you 
wouldn't be reading this report!)

In this special report I'm going to show you how to find every last one of them 
until your site is raking in profits as easily as raking up leaves in the fall!

The method we're going to use to find these hidden elements isn't a big secret – 
it's called testing and tracking.
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If this concept is new to you, then you're in for an exciting journey of discovery 
and profit!

If you're already familiar with the concept, then I'm going to show you a whole 
bunch of things that most other marketers won't tell you about.

For instance, I'll demonstrate exactly why testing and tracking is actually the 
single most important part of your marketing strategy (in some ways, even more 
important than traffic!), how to squeeze every last drop of profit from your site 
and hence push your conversion rate to its optimum level, exactly what to do 
even if your site only receives 10 visitors a day, elements you can test that most 
marketers have barely even considered, and how to use these techniques to 
generate new traffic, and even how to effectively engineer your own conversion 
rate!

1.2  What four top marketers have to say about what you're about to discover

Here's what four of the world's top marketers have to say about the process 
you're about to understand more thoroughly than 95% of your competitors:

Jay Abraham, internationally renowned marketing and management consultant, 
said this: “Simply improving the headline of an ad can multiply your results 20 
times! And yet, so few people will ever test one headline against another. Or one 
direct-mail letter against another. Or one sales pitch against another... the 
leverage possibilities in each of these examples is enormous!... And it all comes 
from understanding the laws of testing. Testing is the key to getting the 
maximum leverage for your marketing money.” 1a

Mark Joyner, described by many as the “Tiger Woods” of internet marketing, had 
this to say: “When you test, you know exactly what's working. And when you 
know what's working, you can duplicate that success again and again. Here is 
where persistence comes in. You have to be willing to try out different things and 
accept that most of what you try will fail. If you keep trying, sooner or later you'll 
hit on some winners.” 1b

Terry Dean, who has sold millions of dollars of products online, asks this 
question: “Are you testing and tracking everything in your business? It's 
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essential. Testing and tracking is the way to resolve all arguments. If you can't 
decide between three headlines, test all of them. The one which makes the most 
money for your web site is the winner. Recently I did a change in my headline... 
the new headline out-produced the old one by 70%.” 1c

The late Corey Rudl, who was one of the earlier big names in internet marketing, 
said this: “I know there are a lot of you out there who do not take testing 
seriously. Before I increased my sales by over 300% almost overnight, I didn't 
test much either. However, when I saw the incredible difference a headline 
made, I became a testing convert.” 1d

I could go on, but I think you get my point. If you're not testing and tracking, you 
could be missing out on a lot of extra money that could have been yours. Or, to 
put it another way – if you do test and track, you could turn an average campaign 
into a massively profitable one, just by making a few small changes, as I'll prove 
shortly.

1.3 Why you, and 95% of people like you, still don't test - and why all of your 
excuses (whatever they are) are dead wrong

Whenever the subject of “testing” comes up, I hear a lot of excuse for why it's not 
being done. I can completely understand why people make these excuses, but 
I'm afraid they are hugely mistaken.

Here are the top 5 excuses, and why they are wrong.

Excuse #1: “I don't have the traffic right now, I'll test when I get more traffic.”

Wrong! It's true that you can't necessarily get statistically valid results for certain 
kinds of tests if you only have 10 visitors a day – but it just means you'll need a 
different approach. In this report I'll show you what a low traffic site needs to do, 
even before you get more traffic. If you have a low traffic site, you must do this! 
And I'll give you an example of highly effective testing on a site with this kind of 
small traffic.

Excuse #2: “Testing sounds like too much hard work.”

Wrong. After reading this book, you'll be pleasantly surprised just how easy it is 
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to test.

Excuse #3: “I don't understand how or what to test.”

Wrong. You're reading this book now, so shortly you'll have all the knowledge 
you need!

Excuse #4: “Testing sounds too complicated.”

Wrong. Although there are some technical things that are useful to know, you 
don't really need any complicated technical knowledge. As I'll show you later, 
most of the process is automated, so you won't need to worry about the 
mechanics of it.

It's like a car – very complicated machinery inside, yet you drive one about quite 
simply using two hands and two feet. (Oh, and eyes always help.)

Excuse #5: “Testing sounds too expensive.”

Wrong. Although there are some expensive testing tools out there, I'll also point 
you to some free and low cost ones. Besides, if you're too concerned about the 
costs, you're missing the point.

One of the key elements of business is the concept of return on investment. In 
other words, if you spend $50 today to generate $500 profit tomorrow, that's a 
great return on your initial investment. Treat any money you spend on acquiring 
the tools to become more profitable as an investment in your business – and, 
therefore, yourself!

Bonus Excuse #6: “I have a dynamic site like a blog, so I don't really need to 
test.”

Wrong. You can and should test, even if you operate a dynamic site such as a 
blog! Later on I'll show you how to do this.

Here's the bottom line: In the end, most people don't test because they think it's 
easier to read someone else's story about how they increased sales by 300% 
just by tweaking this or that... and then to go off and adjust that on their own 
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sites.

The danger here is... what worked for the other site may not work for you. In fact, 
as I'll demonstrate in this report, it could have the opposite effect on your site!

Which leads me nicely on to the question of...

1.4  Whose opinion matters most?

I get emails all the time from people asking me, “For what price should I sell my 
product?” or “Which headline is better?” Go to any of the popular marketing 
forums and you'll see these types of questions being asked on a daily basis.

There's no shortage of people willing to give you advice, and some of it 
doubtless is good advice. Also, in this report I'm going to give you examples 
from literally dozens of tests –  and hopefully some of them will help you 
dramatically boost your profits.

However, by the time you read this report you'll completely understand the 
following quote from Jay Abraham, one of the world's foremost marketing 
experts:

“You don't have the right or the power to predetermine what the 
marketplace wants and what the best price, package, or approach will  
be. Rather, you have the obligation, opportunity, and power to put 
every important marketing question to a vote by the only people whose 
ballots count: clients and prospects, who vote with their checkbooks,  
credit cards, purchase orders, contracts, or raises and promotions.”  1e

Let me give you a couple of real-life examples to illustrate what he means.

Chuck Hildebrant and his team at Travelzoo conducted a test of background 
colours on their banner ads – testing light blue, yellow and red against their 
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standard white background. Before launching the test, he asked his 
associates to come to his office and pick a colour. None of them picked red. 
They all had their own good marketing reasons for picking light blue or light 
yellow. The test was launched. All the colored banners improved results over 
the white one: blue by 2%, yellow by 7%, and red by... 22%. Nobody picked 
the one that performed best in actual tests. 1f

Greg Linden at Amazon created a prototype to show personalized 
recommendations based on items in the shopping cart. You add an item, 
recommendations show up; add another item, different recommendations 
show up.

The prototype looked promising, but a marketing senior vice-president was 
dead set against it, claiming it would distract people from checking out. Greg 
was forbidden to work on it any further.

Nonetheless, Greg ran a marketing experiment, and the feature won by such 
a wide margin that not having it live was costing Amazon a noticeable chunk 
of change. With new urgency, shopping cart recommendations launched. 
Since then, multiple sites have copied cart recommendations. 1g

The late great copywriter Gary Halbert would often ask the readers of his 
newsletter – a very savvy audience of marketers, copywriters and business 
owners – what they thought of particular advertisements he'd written. One 
famous example was his Rolls Royce Letter. Here's a few samples from the 
actual ad he wrote:

... “What you are looking at is a picture of a Rolls Royce Silver Shadow 
I can sell you so cheaply you will find it hard to believe!

... if you so desire, I have worked out a way to finance cars over a 
period of four to five years at a very favorable rate of interest.
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...Please call me as soon as you read this letter. Right now, I only have 
five of these wonderful bargains and they won't last long! My number 
is 000-000-0000.

...P.S.S: There is another "mystery reason" why I can sell these Rolls 
Royces so cheaply, but I would prefer not to reveal it until we talk on 
the phone. Thank you.

Go and read the full ad here. Gary asked his readers, “Tell me if you think the 
letter was a winner, a loser, or just mediocre.”

In his next newsletter, he revealed some of his readers thoughts. “I have never 
posted a letter for the review of my readers before that was so universally 
trashed as this one. Most of you decided this letter sucked.”

Here are a few extracts of comments from his readers that Halbert shared:

"... I think it was a loser because of the continued Self-Reference... No-
one cares about I. They care about [themselves], so people don't see 
themselves in the car, they see [me] selling it."

"... I think at best it was mediocre, probably a loser. It sounded 
desperate to me."

"... The beginning of the letter does absolutely nothing to grab my 
attention. You don't tell me how you got my name and exactly why 
you're writing me. You attempt to position yourself as a "non 
salesman," yet it's abundantly clear you're trying to sell me an R.R... It 
totally makes you sound like a sleazy used car salesman. On a scale of 
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1-10, your believability factor is about a 2."

"My take on this particular ad is that it was not successful. The use of 
the word "cheaply" at the beginning was somewhat of a turn off in my 
mind... The final reason I would guess this was not successful was the 
emphasis on financing. Even a used Rolls would cost a pretty penny, 
and my belief is that the driver of this class of car would not 
necessarily need the financing options. The emphasis would be a 
possible turn off to a potential buyer for whom financing is not a 
problem..."

"The letter did not grab me at all. When you stated you wanted to "sell 
me", just rubbed me the wrong way. I don't know who this person is 
and why should I trust him? To me, there was no excitement."

As Gary said, most of his readers thought the ad sucked.

So how did it do? Says Gary: “We never made a second mailing of that letter. 
Because... that letter sold out every Rolls Royce he had in stock in three days 
and every Rolls Royce he could backorder.”

In fact, in his newsletter (and in the ad itself) Halbert held back on a little secret 
that justified selling them at a much lower price –  they all had right-hand drives. 
According to Gary, this wasn't a problem –  he'd driven one himself and it took 
two minutes to adjust, and none of the other buyers had problems with it.

So why have I spent so many words on this example from Gary Halbert's 
newsletter?

It's because, to me, it perfectly demonstrates the biggest stumbling block we 
marketers can have to making big money –  our opinions and ego.

It's easy to have an opinion – everybody has one – but as these and other 
examples you'll see demonstrate, the only opinions that really matters are the 
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voice of the voters – those who vote with their credit cards, checkbooks, 
purchase orders etc.

And that is Jay Abraham's point. Please go back and read his quote at the 
beginning of this section.

Don't let office consensus, forum posters, or even your inner gut feeling decide 
what works –  let your visitors and customers do that for you. Put it to their vote – 
which they can cast by credit card, check, purchase order, or subscription.

“Almost any question can be answered, cheaply, quickly and finally, by 
a test campaign. And that's the way to answer them - not by arguments 
around a table. Go to the court of last resort - the buyers of your 
product.”

- Claude Hopkins, Scientific Advertising, 1923

1.5 Why conversion is critical for your online survival, let alone success!

In my very first post to my Internet Influence Magic blog, I explained the situation 
that online businesses face:

The Internet is a remarkable medium. Don't you think? It allows you 
and me to reach out to other people virtually anywhere in the world. It 
enables us to publish our thoughts instantly, sell our products to a 
global market, or just chat about the latest Paris Hilton incident.

And yet, because everyone has the ability to do that, what tends to 
happen is that the overall noise gets louder.

In other words, today you're already competing with so many million voices 
(whatever the latest stats happen to be). One thing's a virtual certainly, barring 
an Internet-wide crash: tomorrow, there will be more voices. The day after, even 
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more than the day before.

With more voices, there will be more people competing for pay-per-click 
advertising, more people clamoring to get your attention, more people wanting to 
enter your particular niche.

The ones who succeed will increasingly be the ones who are earning the most 
money from their sites –  that's how they will be able to afford the higher costs of 
generating traffic.

The rest will end up talking to themselves. That's why you need to start testing 
and tracking today. If you don't, I can guarantee someone in your niche will.

1.6  How to shoot for the stars

Basic instincts, social life -
Paradoxes side by side.

Don't submit to stupid rules -
Be yourself and not a fool.

Don't accept average habits -
Open your heart and push the limits.

  - Enigma, The Screen Behind The Mirror

 
Apparently, the average site converts at around 1 or 2%. Maybe 3%.

So what? Are you content to be average?

You might be happy with your present 2% conversion rate, but what if you had a 
magical tool that could instantly tell you what your site was actually capable of 
converting... and you discovered it was something like 12%?

In other words, for every 100 visitors, you were happy with 2 sales, when your 
magical tool says you could have had 12 sales.

Given this new piece of information, would you still be happy? After all, you've 
effectively turned down 10 sales, just because you didn't know what it would 
take to convert them.
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First the bad news. Such a magical tool doesn't exist.

The good news is that you can approximate this magical tool by continually 
testing and tracking, because you have no idea what your site is capable of 
achieving until you test, track and optimize.

Also, let me put that 2% conversion rate into a different perspective for you. It 
means that 98% of your visitors come to your site for whatever reason, and don't 
buy.

98%.

You have a 98% non-conversion rate.

One of the things that's always bugged me is that, since 1% or 2% is touted as 
the average conversion rate of a commercial site, people are often content to 
achieve average results, and get genuinely excited when they hit 3% or 4%.

If you've gone from 1% or 2%, to 3% or 4%, that's definitely a cause for 
celebration, and a wonderful achievement, to be sure.

But I also look at it from the other perspective –  a 4% conversion means I have a 
96% non-conversion rate. I have 96% of people not buying from me...

And I want to know why!

If I have a great product, quite frankly everybody who comes to my site should 
be buying it!

In reality, some of the people who come to your site may not be in a position to 
buy, or are there for some other reason, but think about this for a moment - if you 
owned a restaurant, and 98% of those who entered the restaurant took a good 
look round, and then left, wouldn't you think something was seriously wrong?

And yet, on the Internet, most people are content to let 98% (or even 99%) of 
their visitors leave without making a purchase. And they don't even know why 
they're leaving!

(Later in this special report I'll show you how to easily find out precisely why 
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they're not buying, so you can alter your site and hence boost your sales.)

Listen, don't settle for 1% if your site is potentially capable of converting many 
percentage points higher. As I've already demonstrated to you, what appears to 
be a small increase from 1% to 2% can have a profound impact on your bottom 
line.

Wouldn't you be horrified to discover your site was actually capable of converting 
10% of your visitors into buyers?

Of course you wouldn't be... you'd be delighted! 

So the question now is, how do you go about finding those profitable elements 
that will help you boost your conversion rates and therefore your bottom line?

There are several techniques you can use and need to understand. In the next 
chapter I'm going to introduce you to a concept with which you may already be 
familiar. It's called split testing. If you've not heard of it, you'll be in for a pleasant 
surprise. If you have heard of it, I'm going to open your eyes to some secrets to 
split testing which may well shock you. 

 

2

Split Testing

2.1  What is split testing?

Split testing, also known as A/B testing, is a marketing term originally coined by 
the mail order companies, who were doing tests far longer than Internet 
companies.

Here's how they'd usually conduct a test: before sending out a mailing, they 
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might take two smaller samples of their mailing list - samples A and B. They 
would prepare a sales letter to send to each sample, identical except for one 
element. This element could be a different headline, a different call to action, or 
even a different price!

The company would then send the relevant sales letter to both samples, and 
they would track the sales that result from each sample. They might do this by 
printing a special tracking code on each letter, which the customer is asked to 
quote when they order. The tracking code identifies whether the mailing is from 
sample A or B.

Or the company simply prints two different telephone numbers as its order line – 
one for each batch – so it can instantly tell from which batch the order is coming.

By tracking each sale, they get to find out which version of their sales letter is 
likely to convert best. The remainder of the mailing list would then receive the 
version of the sales letter that resulted in the most sales.

Now, the most successful direct marketers don't just test once and then rest on 
their laurels. They test every element of their copy. In fact, they don't just limit 
themselves to testing the copy. They will test everything that can be tested – 
including envelope shape and design, whether to include anything other than an 
address on the outside of the envelope, whether to use a machine printed stamp 
or not, and even the whole process of ordering.

Many of the wealthiest direct marketers are where they are today precisely 
because of this technique. They didn't just assume something would work. They 
tested, tracked and refined the whole selling process until they discovered 
precisely what worked best. Then they repeated the successful campaigns over 
and over again, constantly trying to improve on their best results.

The great news is... split testing can also be done on the Internet. Unfortunately, 
it's not as easy to do as in physical mailing lists – it's far easier!... as you'll see 
shortly.

2.2  What you need to conduct a split test

As I mentioned earlier, split testing isn’t the exclusive domain of direct 
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marketing, or the Internet. It can be used in just about any part of your business, 
as long as you have the ability to test and track. Here are the six key elements 
you’ll need in order to perform a split test:

(1) Two versions – the control and the variation.

The control is simply the version or method that’s currently converting the best. 
The variation is, as the name suggests, a variation of the control.

(2) The ability to split fairly between the control and the variation.

If you’re testing which headline pulls better for your Internet sales letter, you’ll 
need some way to split your traffic stream so that a proportion of your visitors 
see the alternative version.

(3) The ability to measure actions from each split.

If you’ve split your traffic into two, every time you make a sale you’ll need to 
know which split your visitor saw, so that you can determine which one is more 
effective.

(4) A sufficiently large sample of results.

As you’ll see shortly, you need to gather enough data to give you meaningful 
results. You won’t get this from just 2 or 3 actions.

(5) Patience!

Split testing takes time, and can take days or even weeks - although I’ll show 
you techniques to vastly reduce the time it takes, later on. It’s easy to start 
jumping to conclusions too early, but as the experience of one successful 
marketer (who I’ll mention later) shows, this can cost you money.
 
(6) The ability to interpret the results correctly.

I haven’t shown you how to split test yet because, without the understanding 
you’re about to get from this chapter, it’s easy to misinterpret the data. For 
instance, if you perform a test and find that letter A outperforms B by 10%, does 
that mean letter A is better? The answer, as you’ll see shortly, is no - at least, 
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not necessarily.

2.3  What's a conversion rate, and when should you calculate one?

If you have a number of people (X), and a certain percentage of them take the 
action you desire (Y), then this percentage is what I call the Y to X conversion 
rate.

To calculate a conversion rate, just take the number of people who took the 
action (Y), divide it by the total number of people (X), and then multiply this 
figure by 100 to convert it into a percentage.

So if you get 100 people to your site, and 4 go on to buy your product, then the 
visitor to buyer conversion rate is ( 4 / 100 ) * 100 = 4%.

By the way, just to confuse you, some people will call this a conversion ratio, 
although technically speaking a ratio should be in the format 1:100 –  meaning 1 
in every 100, which is the same as saying 1%. If they say something like, “My 
conversion ratio is 4%”, they mean their conversion rate. However, if you see 
someone say, “My conversion ratio was 4:25”, it means that 4 of every 25 people 
converted. (To turn this into a percentage, divide the smaller by the larger, and 
multiply by 100, ie. 4 divided by 25 is 0.16. Then multiply this by 100 to get 16. 
So the conversion rate is 16%).

In this book I'm going to stick with conversion rates as a percentage figure.

Now, here's a crucial understanding for you: each and every time you want your 
visitors to take some kind of action, you should calculate a conversion rate for  
that action.

For instance, as well as your overall visitor to sales conversion rate, if you have 
any kind of opt-in subscription process, you should also calculate your visitor to 
subscriber conversion rate, and your subscriber to sales conversion rate.

In other words, you should measure what percentage of your visitors are signing 
up to your email offering, and should also measure what percentage of your 
subscribers go on to buy something. 
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Remember that, only when you know how well each feature of your site is 
converting, can you work on improving them. And, as we'll see later, calculating 
these intermediate conversion rates is one of the keys to maximizing your sales.

2.4  Unique visitors only –  if you're not unique, you're not counted

As you probably know, with a good web stats program you can measure all 
kinds of useful stuff from your site – hits, pageviews, unique visitors, non-unique 
visitors, distinctly unoriginal visitors...

For me, the most important one is “unique visitors”. If Fred comes to my site, 
looks around, goes away, then comes back each day for the next 7 days, my 
web stats would clock up at least 8 “page views” or “visits” (i.e. the number of 
times my sales page has been viewed), but he's still one unique visitor, one 
potential customer.

If I have 3 sales and 100 visitors, I can only say I have a 3% conversion rate if 
I'm fairly certain that those 100 are unique visitors. If Fred came back 30 times 
before making a purchase, that's going to skew the statistics if I were just basing 
my figures on page views.

For the purpose of this special report, when I talk about visitors, or the “visitor to 
X conversion rate” (whatever X happens to be at the time), I'm talking about 
unique visitors.

In order to measure something and improve on it, you need to know precisely 
what you're measuring.

Of course, that doesn't mean all the other statistics are unimportant. If your 
visitors are viewing an average of 7 pages before they buy from you, that's a 
useful statistic you could work on improving.

However, the principal statistic that you'll need to know is your unique visitors. 
These are the number of potential customers you could have. It doesn't matter 
how many page views Fred generates –  he can only ever be one customer. He 
could refer other people, but he'll only be one customer. (Unless Fred is ever 
cloned –  which, incidentally, is a little-known technique for increasing your 
customer base.)
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Click here for resources on how to measure your unique visitors.

2.5  Your results –  how significant are they?

If you toss a coin 4 times, one of the following outcomes will occur:

● All 4 coins land the same way.
● 3 of the coins land one way, and 1 lands the other.
● 2 land one way and 2 land the other.

Even though the chances of any individual coin landing “heads” is 50% (i.e. half) 
and tails 50%, when you toss 4 coins, the chances are you'll get more heads 
than tails, or vice versa.

Does that sound bizarre? Here's why...

Coin split Chance (%)

0/4 12.5%

1/3 50%

2/2 37.5%

(See Appendix A if you want to see how I calculated these figures.)

The chances of getting all 4 coins facing the same way is 12.5%, while the 
chances of getting 3 facing one way and 1 facing the other is 50%.

In other words, the likelihood of getting an uneven split of heads and tails is 
62.5%, while the chances of getting an even split of two heads and two tails is 
just 37.5%.

To put it simply – you're much more likely to get more heads or more tails, simply 
due to chance.

Now, if we did a “split test” on our coins and got 3 heads and 1 tail, we could 
legitimately say, “Heads outperformed tails by 200%!”
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However, it's a meaningless statement, because we almost expect one to 
outperform the other! The difference isn't really significant.

So what does this have to do with split testing? The answer is: everything.

If you take two sales letters A and B which are exactly the same, and conduct a 
split test until you have 4 sales, you'd be forgiven for thinking you'd get 2 sales 
from each sales letter –  but, just as in the example of the coins, you wouldn't 
necessarily get that, because of the ancient statute known as the Laws of 
Chance.

In fact, you're more likely to get 3 from one and 1 from the other –  but this 
doesn't mean either of them is better (because we've made them exactly the 
same!) - the difference is purely down to chance.

Similarly, if you toss a coin 10 times, you're not necessarily going to get an equal 
number of heads and tails. In fact, you're more likely to get 4 of one and 6 of the 
other. If, after 10 coin tosses, you got 4 heads and 6 tails (a 6/4 split), you could 
say that tails outperformed heads by 50%, but as a truly scientific experiment 
this tells us nothing – because in a random coin toss like this, you're more likely 
to get more heads or tails than an equal number of them.

So a 6/4 split is not significant. What about 7/3, 8/2, 9/1 or even 10/0? At what 
point can we safely say there's a significant difference?

Happily, statisticians and scientists use a word that actually makes sense to 
describe how important this difference is –  they call it significance. (Yay!) If the 
difference is above a certain level, they say the results are “significant”. If not, 
they're “not significant”, i.e. you can't make an accurate statement about the 
significance of the data.

In other words, if I proclaimed, “In our test of 10 coins, heads outperformed tails 
by 50%!”, the statisticians would laugh, say “So what, it's not significant!”... and 
then go back to reading whatever mathematical treatise they were currently into.

Similarly, in your split tests, if one split is currently outperforming another, the 
critical question to ask is: “Is this difference significant, statistically speaking? Or 
is it just some freak of chance.”
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If version A of your sales letter is at 6 sales, and version B is at 4, it's tempting to 
assume that A is better, but the stats tell you it could quite likely be down to pure 
chance. In fact, as I'll show you shortly, assuming that letter A is better could be 
a big mistake.

Now, I'm not going to bore you with an advanced mathematical treatise on 
determining which results are significant or not. Here's a basic rule of thumb, 
which you can use when comparing your campaigns:

THE SIGNIFICANCE RULE OF THUMB

Let's say you have X actions from one sales letter, and Y actions from 
another (where X is the better performing one). If the difference in the 
number of actions (X – Y) is greater than the square root of the total 
number of actions (X + Y), then the difference is statistically 
significant.

If your eyes have just glazed over, fear not. It's actually quite simple to work out. 
You just need a calculator, and the results of your sales letters. (Handy Tip: 
Windows comes with a calculator, usually found in the Accessories folder. The 
square root function is called “sqrt”. You may need to put the calculator into 
scientific mode.)

Just remember that this rule can make you big money, or save you from making 
costly assumptions about your tests.

Here's an example of how this rule works:

In a sample of 100 sales, let's say you make 54 sales from letter A, and 46 from 
letter B. It appears that letter A outperformed letter B. However, is the difference 
statistically significant?
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The square root of 100, the total number of sales, is 10. And because the 
difference between 54 and 46, or 8 sales, is less than this, the results are not 
statistically significant.

In other words, even though it's tempting to go with letter A because it seems to 
be pulling better, mathematics tells us that this could simply be due to random 
chance and not because letter A is any better. They difference may look 
appealing, but is not statistically significant. If you wanted to be sure, you'd have 
to collect more data.

2.6  Sample size – why it matters

Let's go back to the coin tossing analogy for a moment. If I tossed a coin twice, 
and both times it came up heads, you wouldn't be too surprised, would you? 
There's a 25% chance of that happening.

If I tossed it 3 times, and it came up heads twice and tails once, then you could 
say heads came up 50% more than tails – but common sense tells us this isn't 
significant, and our “rule of thumb” says the same thing:

Square root of the total “actions” = square root of (2 heads + 1 tails) = square 
root of 3 = 1.73.

Difference between number of “heads” and “tails” = 1.

Since the difference (i.e. 1) is less than the square root of the total actions (i.e. 
1.73), then it's not statistically significant.

In fact, in such a small sample of coin tosses, it's hard to find any results that 
would be significant. We need a much larger sample of results.

In our earlier example, letter A pulled 54 sales, and letter B pulled 46. Both 
letters pulled a total of 100 sales. The square root of this is 10. So there would 
have to be a difference of at least 10 sales before we could say the results are 
statistically significant.

In other words, we'd be looking for at least a 45/55 split to say the difference was 
significant. This would mean letter B was a 22% improvement (to the nearest 
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whole number.)

The larger the sample of results, the less the percentage difference needs to be 
in order to be statistically significant.

Now, in the table below (Table 1.1), I've done a lot of work for you. I've 
summarized different sample sizes ranging from 20 to 10,000, and their square 
roots (rounded to 1 decimal place).

So, for instance, a split test sample of 1,000 results needs to have a difference 
larger than 31.6 to be significant, ie. 32 or more sales (if sales is what we're 
measuring). This is shown by column two.

The third column shows the actual minimum split required to achieve 
significance – so, in a sample of 1,000 results you'd need to achieve a split of 
484/516 or better.

The final column shows the percentage increase of the larger result over the 
smaller (rounded to the nearest whole number), i.e. in the 484/516 split, the 
second is 7% larger than the first.

Table 1.1

Sample Square Root Minimum Split Minimum % 
Difference

10 3.2 3/7 133%

20 4.5 7/13 85%

30 5.5 12/18 50%

50 7.1 21/29 38%

70 8.4 30/40 33%

100 10.0 45/55 22%

200 14.1 92/108 17%

300 17.3 141/159 13%

500 22.4 238/262 10%
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700 26.5 336/364 8%

1,000 31.6 484/516 7%

2,000 44.7 977/1,023 5%

5,000 70.7 2,464/2,536 3%

10,000 100.0 4,950/5,050 2%
 

Now, it might just seem like a table of meaningless numbers to you at the 
moment, but I promise you'll thank me for it later on! That's because it contains 
some incredibly valuable information that you'll find very useful once you start 
conducting your own tests.

For the moment, just look at the first and last sample sizes in the table. It shows 
you why it's very difficult to get any meaningful information from small sample 
sizes of 30 or less. It's because you'd need to see a difference of at least 50% to 
be reasonably confident the improvement was real, and not down to chance.

Conversely, with a 10,000 sample you could be very confident that any 
difference larger than 2% was a result of the testing factor, and not chance.

The larger the sample size, the more accurate the results.

Don't worry if you haven't fully understood the last couple of sections. Just keep 
reading and things will get clearer, I promise.

2.7  What sample do you measure?

When conducting a split test on the Internet, many marketers choose to send a 
certain amount of unique visitors (i.e. 1,000) to letter A, and the same amount to 
letter B and see which performs best, by calculating the conversion rate for each 
one.

Let's say we do this, and get the following results:

After 1,000 visitors, letter A generated 24 sales, which is a conversion rate of 
2.4%, while letter B generated 36 sales, which is a rate of 3.6%.
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First, we'd need to check for significance, using our Significance Rule Of Thumb.

Total sales came to 60, and the square root of this is 7.7 (to 1 decimal place). 
The difference in sales between each letter was 36 – 24 = 12, so the difference is 
significant.

In this case, we've fixed the number of unique visitors at 1,000 to each letter, or 
a total of 2,000 unique visitors.

Now, this approach is fine as long as you send an equal amount of traffic to each 
letter.

However, you need to make sure that you've got enough actions to detect 
significance.

If you test on 2,000 unique visitors and your overall conversion rate is still only 
1%, then you've only got 20 results to play with... and as Table 1.1 shows, it's 
going to be hard to notice any real improvement because the element of chance 
plays such a big role at this small sample level.

So for new sites that currently aren't converting too well, or for low traffic sites, I 
suggest you simply fix the number of actions (such as sales) that you want to get 
as part of your sample, and then just keep splitting your traffic until you get the 
required number of actions.

I recommend choosing a minimum of 50 actions. If you have the traffic, 100 
actions is better, and 300 or more is best.

Of course, this poses a problem if you're just starting out – especially if you're 
measuring sales. How do you get that many sales in the first place?

In a later chapter I'm going to show you how you can use split testing to increase 
your conversion rate and sales even if you only receive 10 visitors a day, or you 
make just 1 or 2 sales a day.

So you can and should start testing and tracking from day one. Just remember 
that when your sample size is small, don't automatically assume even a large 
difference is significant. (Remember that, according to Table 1.1, a sample of 30 
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actions requires a difference of 50%, or at least a 12/18 split, just to be 
significant!)

So keep gathering more data, until you've reached a decent sample size.

Let's say you choose to fix the number of actions in your sample to 50. Then 
you'd keep sending traffic to both letters A and B until the total number of actions 
from either letter reaches 50.

Once that's happened, you can calculate a conversion rate for both, as long as 
you know how much traffic has been sent to each.

Example:

Julie sells an online product, and her site currently receives about 50 visitors a 
day (or about 1,500 per month). Her current conversion rate is about 2% (or 
about 30 a month), but she wants to improve this. At the moment she doesn't 
think the first couple of paragraphs are strong enough.

She conducts a split test, with the current letter as her control (A), and a 
variation (B), which has the first couple of paragraphs re-written.

She decides that she wants to get at least 50 sales before coming to any 
conclusion. So she conducts the test until she gets her sample of 50 sales.

The split is 21/29 in favour of letter B. Now, all she needs to do is look at Table 
1.1, and the line for a sample of 50 results. This tells her that a split of 21/29 or 
better is significant, so letter B is an improvement.

To calculate the conversion rates of each letter, all she needs to do is know how 
many unique visitors have been sent to each. In this case, she's sent 1,125 
visitors to each letter.

So the conversion rates are:

Letter A: ( 21 / 1125 ) * 100 = 1.87%
Letter B: ( 29 / 1125 ) * 100 = 2.58%

Letter B is a nearly 38% improvement.
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