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he global economic downturn

has made holding onto custom-

ers absolutely critical to survival.

Unfortunately, marketing hasn't
traditionally done agood job of focusing on
current customers. Marketing activity has
largelyfocusedonpersuasion—theabilityof
thecompanytochange someone'sattitudes
or behavior. And while that is a critical role
of marketing, too often this gets translated
intosimplypersuadingsomeonetotrysome-
thing for the first time. An old saying goes,
"A good salesman can sell anything once.
The trick is getting them to buy again.”

But it is not as simple as focusing on
customer retention either (i.e., getting
them to come back). Today, customers
are increasingly polygamous—they buy
competing products from multiple com-
panies with seemingly no real loyalty.

In other words, customers divide their
wallets among competitors.

Consequently, one of the most important
elementsinimprovingfinancialperformance
isgettingcustomerstoallocatealargershare
of their wallets to the firm. A McKinsey
studyfound thatfocusing on share of wallet
hadatentimesgreaterimpactthanfocusing
onretentionalone. Researchdemonstrates
that the strongestdriver of share of walletis
customer loyalty.

Therefore, the primary goal of marketing
must be the creation of loyal, long term
customers out of first-time or occasional
buyers. Accomplishing this requires a
clear understanding of what makes cus-
tomers want to be loyal.

Understandinghowcustomersfeel;however,

is only the first step. Too often managers
define loyalty solely as a feeling of attach-
ment. But loyalty is about more than simply
feeling a bond. Loyalty requires action. In
this case, loyal customers continue to buy,
allocateahigherpercentageoftheirspending
inthe category,andwillingly recommendthe
firm to others.

Therefore, building a successful customer
loyalty strategy demands that we also un-
derstand what customers actually do. While
this might sound obvious, too often in the
real world of customer loyalty management
customers'attitudesareseldomconnectedto
customerbehaviorinacustomerdatabase—
infact, mostfirmsdoapoorjobofcollecting
this information at all. If the goal is custom-
erloyalty; however, there is no substitute for
having a complete view of your customers:
how they feel, and what they do.

Find out what customers really want. Getting a mea-

sure of how customers feel is relatively straightfor-

ward. Allit takes is a good survey process to get an

objective gauge of customers’ attitudes. So why is
this information typically so poor? The mostcommon problem is
thatmanagersfrequently askquestionsdesigned toachievea set
score—like 100% satisfaction—and not really understand what
they can do to foster loyal relationships with customers.

Collect information on customers’ actual buying

behaviors. Most do not collect data on their customers’

purchasing behaviors.Ofthosefewthatdo collectthisin-

formation, fewer still use the information for much more
than offering coupons or for reordering merchandise. Fortunately,
there are ways to get insight into customers’ buying behaviors. In
the best of cases, each customer transaction is collected and stored
electronically, and tied to a specific customer. Butin the absence of
such data, other options are still available.

Oftenitis possible to build a panel with a representative sample of
customersandmonitortheirpurchasingbehavior.Thesecustomers
can also be surveyed to gauge their attitudinal loyalty to the firm
allowing for a complete picture of their loyalty.

When itis not viable to build such a panel, customers can be sur-
veyed to ascertain both their attitudinal loyalty and their buying
behavior(asopposedtotheirfutureintentions).Whereverpossible,
stated customer behavior data should be validated and calibrated
with available internal data.

Integrateandanalyzecustomers‘attitudinalandbehav-

ioral information. Almost no firms link their customer

survey information with their customer behavior data.

Thismakesunderstandingwhatdrivescustomerloyalty
virtuallyimpossible to determine. The goal mustbe to understand
where changesin customers'attitudes resultina desired changein
customers'actual behaviors.

Don't assume that everyone is loyal for the same

reason. Loyal customers are a mixture of many

different types of customers, each with distinct

needsand motivations.Consequently, we needto
groupcustomersintorelevantcustomersegmentsbasedupon
similar characteristics and needs. Otherwise, we end up re-
gressing to the average when deriving what is important for
improving loyalty. Since no one is average, no one gets what
they really want.
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