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1.Executive SummarCustomer churn rates are hig

the bleeding. New IKONSOFT

devoted to loyalty, their man

Loyalty experts agree it is mo

based on numerous intervie

strong programs in place. An

recent IKONSOFT survey, we

say poor service caused the

price to be a prime factor for

In a landscape of similar prochurnand building loyalty

churn rates for mobile teleco

percent and 35 percent, acco

At the low end is Virgin Mobi

the high end is T-Mobile, wit

departing customers is 122

Most business leaders believ

felt that loyalty was either eUnfortunately, they may be

respondents prioritized inves

than customer retention (22

In this white paper, I will revi

more importantly, I will discu

on appropriate customers, wi

1. Understand drivers of

2. Develop a loyalty stra3. Systematically deliver

4. Implement measure

behaviour.

Following these steps will m

Relationship Management (C

faster and earn more money.

The relationship between c

industry leaders. Read on and

Copyright 2012ONSOFT LTD UK Reg. 07904930

her than ever, and businesses havent figur

research points to the cause: Although busi

gement systems and budgets dont back th

re cost effective to retain customers than to

s and two surveys, IKONSOFT found that fe

d those that do may be focusing on the wr

learned that even though more than 70 pe

to take their business elsewhere, busines

defection.

ducts and global competition, cutting dowan be a significant way
to grow your busi

mmunications companies in Great Britain a

ding to Customer Value Management expe

le, with about 14 percent of its customers l

h a 34.8 percent churn rate. Hill says the co

illion or about $162.3 million.

in loyalty. The IKONSOFT survey found tha

xtremely important or very important tinvesting their money in
the wrong areas.

tments in new customer acquisition (40 pe

ercent).

ew why customer loyalty is so crucial to bu

ss four steps to improve loyalty and retentio

ll improve profitability.

loyalty and defection, from the customers

egy focused on the right customers.what your customers value,
and fix it quickl

ment and reward systems to encourag

ke your organization more customer-centri

RM) should be about. And it will enable you

And thats the business benefit that CRM sh

stomer loyalty and profitable growth ha

learn how to lead yourindustry.

d out how to stop

esses say they are

t up.

acquire them, but,

w companies have

ong things. From a

rcent of customers

managers believe

on defectionorness. For example,

erage between 25

t Graham Hill.

eaving annually. At

st to replace these

nearly 80 percent

top management.IKONSOFT survey

cent) much higher

siness success. But

n which, if focused

oint of view.

when you dont.

customer-centric

cwhat Customer

r business to grow

ould deliver.

s been proven by
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2.The Value of LoyalLoyalty experts generally ag

frequently. This behaviour is

continue to do business with

advantage in revenue growth

What Is Loyalty?In some cases, customers co

or exit barriers are too high.

defined by loyalty research fi

a positive attitude about the

and colleagues. Think freeMarch 2012 IKONSOFT surve

percent as a customer who

customers emotional commi

defined loyalty as a customer

Copyright 2012ONSOFT LTD UK Reg. 07904930

y Leadership

ree that loyal customers stick around lon

driven by the customers attitude that t

the company. As a result, loyalty leaders

and profitability.

tinue to do business because they have no

Its important not to confuse these trap

m Walker Information, with truly loyal cu

business relationship and will give recomme

arketing. Business leaders do seem to grasy, 64 percent defined
loyalty as repeat bu

akes referrals to friends and colleagues a

tment to the relationship. Only 32 percent

spending more over time.

What Is Customer Loyalty?

er and buy more

ey really want to

njoy a substantial

other alternatives

ed customers, as

stomers, who have

ndations to friends

p the concept. In aying behaviour; 58

d 54 percent as a

f the respondents
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The Gift That Keeps o

The loyalty effect, as desc

generator because loyal cust

Reichheld, author ofTheLoy

on average, more than twi

industries. In a recent study,

laggards.

A survey of more than 4,00

customer loyalty generated

experienced a negative 11 pe

According to Jeff Marr, the fiInformation developed an in

customers intent to stay w

degree to which the suppli

planned on continuing the re

willing to give the company.

of a customer, which had a st

Over the past decade, the

supported in part by the Uni

source of consumer insight.

The ACSI model links custo

overall score, which, in turn,

loyalty. ACSI leaders those i

market value more rapidly ov

has made more profit and cr

rest of the airline industry co

Finally, Reichhelds researc

Lowenstein has demonstratecompany than acquiring new

In Customer Win back: How

and Lowenstein cite a 200

company has a 60 percent to

20 percent to 40 percent pro

percent probability of a sale t

Copyright 2012ONSOFT LTD UK Reg. 07904930

Giving

ibed by loyalty guru Frederick Reichheld, i

mers tend to spend more, refer others and

alty Effectand Loyalty Rules, found that lo

e as fast as the industry average across

Walker Information found that IT industry l

people in September 2011 found that IT

an average operating margin of 12 perce

rcent margin.

ms vice president and senior consultant odex that combined the
customers actual e

ith a particular company. Walker Informa

rs met the customers expectations; whe

lationship; and how large a share of wallet

he resulting index allowed Walker to classif

rong correlation with the companies financi

merican Customer Satisfaction Index (ACS

ersity of Michigan Business School, has em

er expectations, perceived quality and per

is linked to consequences such as custo

n the top 50 percent in ACSI rankingshav

er the past decade. A case in point is South

ated more market (stock) value over the pa

bined.

and that of loyalty consultants Jill G

d that keeping existing customers costs suones.

To Recapture Lost CustomersAnd Keep

2 Marketing Metrics study, which found

70 percent probability of a success sale to

bability of a sale to lost customers; and onl

o prospects.

a powerful profit

cost less to serve.

alty leaders grow,

a wide variety of

eaders outperform

vendors with high

nt, while laggards

the study, Walkerxperience with the

ion looked at the

her the customer

the customer was

the true loyalty

al performance.

I), an organization

rged as a valuable

ceived value to an

er complaints and

been able to build

est Airlines, which

st decade than the

iffin and Michael

stantially less to a

hem Loyal., Griffin

that the average

ctive customers; a

a 5 percent to 20
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Making the Business

These examples show that b

are investments justified in t

those whose executives ra

programs with expected imp

expansion.

It might be surprising to le

selected by 39 percent of lea

Top 5 Methods Lead

Source: IKO

Copyright 2012ONSOFT LTD UK Reg. 07904930

ase

coming a loyalty leader doesnt happen ov

his area? In IKONSOFTs March 2012 surve

ed their loyalty programs as excellent

rovements in profitability, revenue growth

rn that improving products and services

ers.

ers Use To Justify Customer Loya

NSOFT Survey, March 2012, 462 Responden

rnight. How, then,

, loyalty leaders

justified loyalty

nd customer base

was also popular,

lty Programs

s
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3.Drivers of LoyaltyIn customer loyalty, theres nor type of your
business, you

leave. Taking this customer-c

behave the way they do so th

It is, of course, possible to

make this mistake by consta

wondering why these same

resulting high-churn, low-ma

the rightcustomers is crucial

Analyze This

Larger companies, generally

approach further and apply

drivers of customer loyalty

and behaviour.

In the IT industry, for exa

primarily driven by:

Attitudesabout bra

Brand Imagesas an

Customer Experience

and consulting.

The Walker study also found

what they buy, but price by

Copyright 2012ONSOFT LTD UK Reg. 07904930

nd Defection

substitute for good research and planning.must start by
understanding why customers

entric view will enlighten your management

at you can create a profit-generating loyalty

acquire and retain unprofitable customers

tly acquiring new customers with price pr

customers flit to the next deal offered by

rgin customer base is unlikely to ever be

to effective CRM.

with thousands to millions of customers

analytical tools and statistical techniques t

the factors that have a strong correlation

ple, Walker Information found that loy

d, quality and customer focus.

industry leader, trustworthy company and in

swith product quality, purchase process,

that price contributes to how customers

itself doesnt contribute a great deal to cust

No matter the sizestay and why they

on why customers

strategy.

. Some companies

motions and then

a competitor. The

rofitable. Keeping

, should take this

uncover the true

ith loyal attitudes

l customers were

novative supplier.

technical support

view the value of

omer loyalty.
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Its the Service

Monopolies aside, the odds

similar prices, from an array

Loyalty experts say that em

decision to defect. And poor

feelings that will motivate a c

Most people leave a comp

Arthur Hughes, author ofTh

they have been ignored or no

Management usually thinks tcases. But its usually becaus

Hughes said. They write a le

one answers the email. The

hours.

An IKONSOFT survey in Nove

had stopped using a produc

factor in their decision.

The second-most frequentlyrespondents, and 25 percent

the product/service was sele

Copyright 2012ONSOFT LTD UK Reg. 07904930

are that todays customers can acquire s

f local and global suppliers.

tion plays a much higher role than qualit

customer service is the most likely culprit i

ustomer to bolt.

ny because they feel theyre not treated

Customer Loyalty Solution. They feel tha

t treated properly.

e reason for leaving is price, and of course,e they feel that
theyve been neglected or

ter, and no one answers the letter. They se

y telephone the company, and theyre pu

mber 2011 bears that out. Of the respond

or service, 74 percent blamed customer

cited problempoor qualitywas selectesaid they defected because
of price issues.

ted as a major factor by only 14 percent of r

imilar products at

y and price in the

creating negative

ell, according to

, for some reason,

thats true in someomehow abused,

d an email, and no

t on hold for two

nts who said they

service as a major

by 32 percent ofhe functionality of

espondents.
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Mind the Perception

Unfortunately, IKONSOFTs r

themselves about why custo

As you can see from the fol

was viewed as the primary r

followed by needs changed

Copyright 2012ONSOFT LTD UK Reg. 07904930

ap

search also revealed that business manage

ers defect.

lowing chart, managers are out of sync wit

ason customers leave, selected by 49 perc

at 36 percent and customer service at 22

hy Do Customers Leave?

While every business is different, this

executives should check their assump

research to understand the real reas

leave or stay.

Its human nature to find blame else

company had better pricing, the custo

left. Or, Its not our fault the

changed. Or, Too bad our product w

Dig deeper for the real reasons.

s may be deluding

h customers: Price

nt of respondents,

percent.

tudy suggests that

tions and invest in

ns that customers

here. If only our

mer wouldnt have

customers needs

asnt competitive.
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Survey Customers an

Discovering the problem can

always survey customers, and

A company that sold prepaid

which meant it was churnin

couldnt figure out what to d

A survey was out of the que

customers was their phone n

that the callwhich would b

So they turned to marketinbetween the sales channel

marketers hadnt been sho

when the phones stopped

knowledge, the company be

customers and make it easie

65 percent drop in the attriti

Thats a dramatic example, a

CEO and founder of Quaero,

until its leaders have the fullserviceand why they leave

Marketing analytics can give

typically allows you to plug i

your customers. The investm

Copyright 2012ONSOFT LTD UK Reg. 07904930

Use Analytics

be tricky, and heres where surveys can

even if you do, it may be too late.

cellular phones had an attrition rate of 12

its entire customer base in the course of

.

stion, because the only contact informatio

umbers. They didnt want to telephone the

on the customers dimewould only irritat

g analyticsa type of modelingwhich fand the defectors. Those who
bought the

n how to replace their phone cards whe

working, they stopped using the phones.

an working through its mass-market chann

for them to purchase replacement cards.

n rate.

ccording to marketing analytics consultant

in Charlotte, North Carolina, of how a bu

story of why customers choose to continueor the competition.

ou an accurate picture of your customer ba

numbers and parse out the past, present

nt is generally cost-effective for medium to

elp. But you cant

ercent per month,

a year. Executives

n they had for the

customers for fear

e them.

und a correlationir phones at mass

they expired. So

Armed with that

l to educate those

he company saw a

Naras Eechambadi,

iness can founder

using a product or

se. The technology

nd future value of

large businesses.
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Start Small

Companies of all sizes can im

of Jay Curry Associates advoc

feedback on the relationsh

customers; via telephone o

customers likely to remain s

provide useful information o

Satisfaction levels

Products/services the

Competitors on site

Future spending plans

How you can get mor

Internal politics

Managers can then make de

post-sales customer service.

reaches the boiling point. Wh

a more personal approach t

Just asking for feedback is, it

committed to act on what it

The Last Straw

In 83 percent of the cases, re

a triggering event that caus

indicated the role that emoti

lost out to the competition

event was poorly planned, a

respondent said, Everyone i

I approached a sales represe

stupid for even asking.

Alan Piesse, a marketing

telecommunications, had a c

tide of unhappy customers. T

ongoing customer managem

customer management as t

high contract prices after the

so much the high rate as it

customers found they were

supplier; 30 percent of thisdidnt treat customers fairly.

Copyright 2012ONSOFT LTD UK Reg. 07904930

plement a loyalty program. Small business

ates conducting customer interviews with t

ip. Interviews can be conducted in pers

web for medium-size customers; or dir

. Regardless of the method, these intervie

the following subjects, says Curry:

dont know about

in your category

of that spend

cisions about changes in product/service o

Issues that surface can be addressed be

at this approach may lack in statistical rigor

at can generate a positive frame of mind

elf, a loyalty generating process, provided t

as learned.

pondents of the IKONSOFT survey on defec

ed them to sever the business relationship.

on played. In one case, a survey responden

hen it held an event intended to rewardlo

d the attendees were not taken care of. I

the store ignored me, never acknowledge

ntative, my question was responded to flip

consultant who specializes in custo

ontract with a landline telephone compan

he lack of customer retention, Piesse said,

ent. Of those customers defecting, 43 pe

e reason. In particular, Piesse said, the

end of a contract while the market rate dro

as the inequity that irritated the custome

aying over the odds, they immediately s

businesss revenue was disappearing each

RM guru Jay Curry

p customers to get

n, for high-value

ct mail, for small

s and surveys can

fferings, pricing or

ore the customer

, it makes up for in

ith the customer.

hat the company is

tion said there was

Write-in responses

said the company

yal customers. The

another case, the

me. Finally, when

pantly, as if I were

er retention in

trying to stem its

as caused by poor

rcent quoted poor

ompany exploited

ped. It wasnt

s. As soon as the

itched to another

year because they
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Predicting Churn

Its not easy for a business

complain, writes Griffin in

percent of its dissatisfied cus

percent never go back. Yet,

on the best practices of abo

together the following list of

for good:

Customer approval of

Access to upper-level

The flow of customer

Plans for future work

One or more of your

The volume of busine

Some indicators, such as c

management, are related m

consumer market. However,

reduced.

Certain industries, where co

television and Internet servic

take action before a defectio

In an interview with IKONSOF

a year comparing its efforts t

to woo new prospects. T

profitability, use of custome

found $10 in revenue and pr

the prospects it was able to c

The reality is there are limiLowenstein said. If you unde

of company.

Relatively few businesses pra

according to Griffin and Low

huge potential thats sitting

recognize it, or its a political

Copyright 2012ONSOFT LTD UK Reg. 07904930

o predict churn. Only a small percentage

Customer Loyalty. A typical business he

omers. The remaining 96 percent go away,

you can track customers actions. After fou

t 200 companies for Customer Loyalty, Grif

six indicators that a customer was ready to

your proposals comes slower.

management decreases.

data slows down.

ecome progressively shorter-term.

roducts or services are discontinued.

s the customer is doing with you is reduced.

ustomer approval of proposals and acc

re to the business-to-business market tha

even consumer businesses can note if the

panies keep activity logssuch as teleco

eare in a good position to note when act

occurs.

T, Lowenstein cited the case of a German b

re-establish a relationship with past custo

e company looked at the returning cu

service and amount of returns vs. that of

ofit for the former customers compared to

nvert: a 10-to-1 difference in cost.

ed numbers of good customers out therestand loyalty and havent
operationalized

ctice any type of retention program and ev

nstein. Leaders at the average company d

in their lost customer base, Griffin said.

ot potato and nobody wants to go there.

of customers will

rs from only four

and on average, 91

r years of research

fin was able to put

walk out the door

ss to upper-level

n the business-to-

level of business is

munications, pay

ivity drops off and

ok club that spent

ers and its efforts

stomers spend,

new customers. It

$1 for the best of

for any company,it, youve got a lot

n fewer, win-back,

nt recognize the

Either they dont
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The More Things Cha

4.How to Retain orIn IKONSOFTs survey of cust

an event triggered their de

with a company for a long ti

Even so, the last straw fr

business. In numerous caseservice representatives to tr

their ceasing business. But it

was even noticed by the busi

In fact, 91 percent never hea

26 percent reported that th

good.

Loyalty experts say that retai

can be accomplished by follo

1. Identify potential

2. Communicate wit

3. Listen to front-line

4. Treat valuable cus

5. Be fair, even when

6. Use exit barriers, c

7. Win the right cust

Copyright 2012ONSOFT LTD UK Reg. 07904930

ge

IKONSOFTs research confirmed thestudies that identified customer
service

loyalty. In Excelling in the 1990s: CEO

Cooley found that 68 percent of the

defected were related to service pro

feeling of being treated with indifferenc

Customers have many options in tod

way your business interacts with yo

problem, it may be all the incentive

elsewhere. Why give them an excuse?

in Back Customers

omers who had defected, 83 percent of th

ision to go to the competition. Often, the c

e when they stopped doing business.

om the customers perspective isnt alwa

, IKONSOFT survey respondents cited a fat them politely or a
transaction handled i

s not clear from the customers descriptions

ess.

d anything from the business about their d

business tried to save the relationship b

ning the right customers or winning back d

ing these steps:

efectors.

customers.

people.

omers well.

you dont have to.

arefully.

mers back.

findings of otheras the top issue in

Perspectives, R.P.

reasons customers

lems, often just a

e.

ys market. If the

r customers is a

hey need to look

respondents said

stomers had been

ys obvious to the

ilure of customern error that led to

that the defection

partures, and only

efore they left for

efecting customers
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Identify Potential Def

If you have records, use themwho works in database mark

the level of customer activit

give up the card when rene

how much the customer is us

You also sho

Just as emotion plays a key

emotion can be used to kee

basic act of re-communicatinyou tremendous returns, Lo

not only on a functional or r

want to hear from you.

Communicate With C

According to Hughes, Trav

insurance in the United Statreview their policies, the cus

someone called them up an

said it was easy to prove the

customers who werent calle

Travellers, Hughes said, also t

defecting, by sending cards at

Copyright 2012ONSOFT LTD UK Reg. 07904930

ectors

to take a quick pulse of your customer baseting. Credit card
companies, for example,

. If its dropping off, theres a good chanc

al comes around. Similarly, with a cell ph

ing your service.

ld note how oldand obsoletethe phon

role in customers decision to stop patr

customers from leaving, loyalty experts s

g with these people, without any kind of foenstein says. In
other words, people do w

ational level, but they want to know that

stomers

Hughes says he has found that commu

email, direct mail or, if need be, in p

customer on the verge of defection fro

The human touch goes a long way. Wh

BMW, Hughes implemented a regular

throughout the year, beginning with

including a magazine. With a car

concentrate your efforts on the end o

typically three years, and promote the

will be available.

llers Insurance, one of the largest pro

es, found that if agents telephoned custoomers were less likely
to cancel those poli

talked about it is going to encourage the

effect of that simple communication just b

.

rades on emotion to keep customers from e

birthdays and other holidays.

, suggests Hughes,an simply monitor

the customer will

ne, you can gauge

is.

nizing a business,

ay. Even the very

mal program, getsant to be engaged,

ou care, and they

ication, by phone,

erson, can keep a

leaving.

n he consulted for

series of contacts

welcome kit and

buyer, you can

f the lease period,

new features that

iders of personal

ers every year toies. The fact that

to stay. Hughes

monitoring those

ven contemplating
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Listen to Front-Line S

He cites as an example the a

president of global custome

flagged the most were investi

The cost for servicing those

sure that the offending depar

calls as quickly as possible, R

Treat Valuable Custo

Lowenstein recommends su

company and to find out how

survey shows that the cust

customers level of commitm

When youre determining h

customers to focus on: Whic

the most costly to lose? Hug

customers businesses should

You first must perform two st

1. Determine the lifetim

and low lifetime value

2. Determine the likelih

defection classes.

Copyright 2012ONSOFT LTD UK Reg. 07904930

aff

David Rance, managing director of U.K.-b

develops tools to help businesses improcentricity and lower
operating costs, advoc

customer service people.

Customer service is the organizational d

fall all the inconsistencies, contradictions,

and downright stupid things that comp

customers. Service people are the first

bothers customers.

pproach introduced to Amazon.com by Bill

r service. Every customer contact was cod

gated to identify the root cause of the call.

alls was then charged back to that depart

tment worked closely with customer service

ance said.

ers Well

rveying customers to find out what the

they feel about your product vs. that of the

mer is merely moving from transaction t

nt is low and the odds of defection are high

ow to retain customers, you also want t

h ones are the most valuable for your busi

hes suggests using a risk/revenue matrix t

care about most.

eps:

e value of your customers and divide them

segments, then

od that they will leave you and divide the c

sed Round, which

e their customer-tes talking to your

ip-tray into which

errors, omissions

anies do to their

nes to hear what

Price, its first vice

ed, and the codes

ment. You can be

to eliminate those

like about your

competition. If the

o transaction, the

.

determine which

ess and would be

determine which

into high, medium

stomers into three
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Assuming all your segments

customers in priorities A an

important boxes, which I call

those who are most likely to

the highest lifetime value a

customers.

Priority C, which is the low l

youthose, you dont nee

identified those customers y

making sure those customers

have a dedicated phone num

Be Fair, Even When Y

Pie

cus

cuscus

Th

pr

pac

Cu

an

Once we took the step of off

among high-value customers

Copyright 2012ONSOFT LTD UK Reg. 07904930

Risk/Revenue Matrix

re about the same size, you should have 4

B. The only ones you should care about

priorities A and B, Hughes said. Regardles

stay with you are considered priority C cust

nd the highest probability of defecting a

ifetime valueor very loyal ones that are n

to spend a lot of money on, Hughes

ou most want to retain, you can do some

are bumped to the head of the line in your

er to call.

u Dont Have To

se believes that equity plays a tremendo

tomer loyalty. In the mobile telecom i

tomer churn in a particular segment to betomers who were courted
with aggressi

ese customers defected either bec

miscuous and sought the best new deal

kage they were sold was inappropria

stomers who stayed were those who were

believed they were.

ering to put customers onto the best availa

increased dramatically.

4 percent of yours

are the four most

s of lifetime value,

omers. Those with

re your priority A

ver going to leave

says. Once youve

thing as simple as

contact centeror

us role in building

dustry, he found

caused largely byvely priced deals.

use they were

each year, or the

te, Piesse said.

on the right tariff

le tariff, retention
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The big surprise was that m

one, and still their retention r

got a large increase in retenti

The conventional wisdom t

represents an opportunity t

Relationship Management.

Unless customers are enco

are difficulties in the relati

customers satisfaction often

Use Exit Barriers, Car

One way to give your busines

to leave. In Customer Winbac

to departure, such as a requi

the relationship, so you have

customer leaves.

At the same time, Griffin an

representatives to take care

enough to allow the custome

Dont argue. Just listen for asorry youve had problems;

encourage the customer to e

Win the Right Custom

Despite your best efforts, s

Experts advise a commonsen

1. Figure out which cust

2. Find out why they left

3. Fix the problem; and

4. Invite them to return.

Relationships that we want

some reason have begun to

are valuable not only becaus

who boost staff morale beca

the image of the business b

customers you dont want b

business, according to Barnes
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st customers did not change their tariff but

ate soared, he said. So when we treated c

on with ultimately very little cost and a big i

oday in progressive companies is that a c

set things right, writes Jim Barnes in S

raged to complain, management is often u

onship. Complaints that are resolved q

result in higher levels of customer loyalty,

fully

s a chance to respond is to make it difficult

k, Griffin and Lowenstein recommend erecti

rement that a customer turn in a formal n

an opportunity to find out whats wrong a

Lowenstein write, you must empower you

of the problem quickly and efficiently. Th

r, who is most likely angry, to blow off stea

hile, advise Griffin and Lowenstein. Suchplease tell me the
circumstances, so I c

plain and, in doing so, cool off a bit.

ers Back

me customers will still leave. How can y

e approach:

mers you want back;

;

to restore are those that have been stron

isintegrate, Barnes writes. They may be

e of what they buy but because of the refe

se of their positive interactions and feedba

ecause of their activities and role in the c

ck are those who cost more to serve than

.

stayed on their old

stomers fairly, we

crease in margin.

stomer complaint

crets of Customer

naware that there

uickly and to the

arnes says.

or your customers

ng a simple barrier

tice before ending

nd fix it before the

r customer service

ey must be skillful

: Dont interrupt.

statements as, Iman help you, will

u get them back?

and close but for

ith customers who

rrals they make or

ck or who enhance

ommunity. Those

hey bring into the
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Griffin and Lowenstein advo

your customers worth the s

year by the dollar amount ofthe cross-sell dollar amount (

percent of the base revenu

customer may purchase. I

customersuch as the fact t

more purchases. Subtract fr

retention costs, to arrive at

years.

Base revenue (number of ord

plus

plus I

minus

equals

In Customer Winback, Griffin

second life cycle can be di

cycle:

The defected custome

The service provider h

it has about new cust

The business can off

better than that ge

customer.

The length of the p

shorter in the second

An obvious tactic is one tha

defection. Lowenstein cites

online DVD rental service. Wi

the company sends you anot

themselves waiting a long ti

distribution centers to mak

wasnt worth it and stopped

it had increased the number

the turnaround time. In oth
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ate looking at Second Lifetime Value: a for

econd time around. First, multiply the nu

he average order. That gives you your base15 percent of the base
revenue) and inform

). Cross-sell opportunities are other prod

formational revenue is something you

at the firm is planning to open up a new sto

m that amount the total costs, including d

the gross profit. Repeat for the second a

alculating Second Lifetime Value

ers/year x dollar amount of average order)

ross-sell dollar amount (15% of base revenu

nformational revenue (10% of base revenue

otal costs (direct, winback and retention co

ross profit

and Lowenstein cite four different reasons

ferentand better for the businessthan

r is already familiar with the services offere

as more data about the likes and dislikes of

mers and, therefore, can offer a more targe

r personal recognition that can lead to a

nerated by the typical, anonymously r

rospect phase and the new customer p

life cycle than the first one.

t can be easily overlooked: Fix the probl

personal example of having been a custo

th Netflix, when youre done with a DVD, yo

her DVD on your list. However, Lowenstein

e for subsequent DVDs, because Netflix di

its system work. They ultimately decid

sing the service. The company sent out an a

of service centers and distribution centers

r words, said Lowenstein, They addressed

mula to determine

ber of orders per

revenue. Then addtional revenue (10

cts you think the

know about the

re that could mean

irect, winback and

nd third projected

e)

)

ts)

why a customers

his or her first life

.

the customer than

ted service.

sales performance

ecruited first-time

ase may well be

m that led to the

mer of Netflix, the

u send it back, and

and his wife found

not have enough

d the turnaround

nnouncement that

and had shortened

the key issue.
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5.ImplementationAs you build your loyalty pro

affect loyalty drivers. And r

loyalty program, without the

nothing much will happen.

What about CRM Sys

CRM has been a buzzword fo

loyalty?

It depends. If your view is thaor merely a tool to track
selli

service, then you might ach

Nothing wrong with that; B

remember that the value the

impact on customer loyalty b

1. Improve service deliv

CRM systems that giv

and touch-points en

customers demand t

cause of defection.

2. Optimize marketing

Instead of spray and

customer data to un

prepared to make off

3. Identify potential def

Analysis is critical, bu

especially when tied t

at risk customers a

you wont get a secon

4. Tie customer-centric

If you know the facto

to track employee be

employees and mana
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Considerations

ram, CRM technology and points progra

egardless how elegant your strategy, or

support of the employees and managers in

ems?

the past decade. Does CRM information te

t CRM is just a more sophisticated methodng activities or
primarily an efficient way t

ieve an excellent ROI on your CRM tech

t if your objective is to improve genuine

customerperceives is all important. CRM s

helping you:

ry with a single view of the customer:

e you an integrated view of each customer

ble your organization to provide the fla

oday. And remember, poor customer ser

ith customer analysis:

pray campaigns, use CRM analytical tool

cover purchase patterns and buying indic

rs that are welcomed; Valued, even.

ctors and be proactive:

t the real secret is acting before its too l

o other operational systems, enable you to

d resolve their issues before they leave for

d chance.

ehavior to employee rewards:

rs that drive customer loyalty, then you ca

aviour. But dont stop there. Real change w

ement are rewarded for doing the right thin

s can helpif they

sophisticated your

your organization,

hnology help build

f direct marketingprovide customer

ology investment.

customer loyalty,

stems can have an

across all channels

wless service that

ice is the leading

s to dig deep into

tors. Then youre

ate. CRM systems,

proactively contact

good. Chances are

use CRM systems

ill only occur when

gs.
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The Point about Poi

One traditional method oftraditional rewards progra

customer earns points towar

The effectiveness of loy

commoditized products and

high ratio of repeat purchase

away for free without incre

Whats the Latest in Loyalty P

Schneider and Metzner, whloyalty consulting firm Metzn

old frequent-flier model easil

Delivering printed mail and c

save marketing costs, must

their books as a liability.

Yet the United Kingdoms ret

program. Using the custom

been able to tune its marketifor themselves: In the past

retailers to become the large

Copyright 2012ONSOFT LTD UK Reg. 07904930

ts Programs

retention that some loyalty experts dos, such as frequent-flier
programs and

an airplane trip or other reward.

lty programs was limited largely to

serviceslike airline travel, lodging and vid

and one other key characteristic: a produc

ental cost, writes Howard Schneider and

rograms? No Program at All.

both spent years in the airline industry ber Schneider
Associates, Inc., say even airlin

, anymore.

rds can be costly. Even JetBlue, which relie

carry millions of dollars worth of accrued

il giant Tesco has reaped enormous reward

r behavior insight it gleaned from Clubca

ng and service to optimize loyalty and profitdecade Tesco has
zoomed past large e

t in the U.K.

not tout highly isthers in which a

companies selling

eo rentalswith a

that can be given

ichard Metzner in

fore founding thes cant sustain the

on the Internet to

miles or points on

s from its Clubcard

d data, Tesco has

. The results speakstablished grocery
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Getting Your Whole C

Customer loyalty programs

rationalized with the compan

But theres still one thing m

linking measurements to rew

In IKONSOFTs loyalty survey

self-classified as leaders (doi

gives both tangible and intan

For all other respondents, o

driving an incentive was cust

value perception and loyalty

Are rewards just show me th

industry loyalty leader, accor

branch offices, measured by

a powerful incentive for upw

that serves customers well.

At Amica Life Insurance, the

base by hiring and retaining

around for years, sometimes

For the past five years, J.D.

Customer Satisfaction Amon

loyalty, youll find a way to

and day out.
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ompany on Board

ust be built on a solid understanding of

y business strategy and supported with mea

issing. People must be encouraged to do t

rds is critical.

(March 2012), we found more than 70 perc

g an excellent job with loyalty programs)

ible rewards.

ly 46 percent gave rewards of any kind.

omer satisfaction score, followed by retent

core.

e money? Not necessarily. At Enterprise Re

ing to Reichheld, only managers in the top

ustomer satisfaction scores, are eligible for

rdly mobile managers to be part of a high-p

rewards are cultural. The company has bui

employees that love providing great servic

decades, and customers do, too.

Power and Associates has ranked Amica

g National Auto Insurers. If youre serio

easure it and reward the people who mak

customer drivers,

surement systems.

he right things, so

ent of respondents

said their company

he primary metric

ion rate, customer

nt-A-Car, an

0 percent of

promotion. Thats

erformance team

lt a loyal customer

e. Employees stick

Highest in Overall

s about customer

e it happen, day in
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6.Recommendati

The good news is that manais the reality is a far cry fro

survey respondents saying t

important, only 45 percent

managing customer loyalty as

Thats plenty of room for imp

Seize it!

Those that rated their effort

implemented or planned (see

Put senior executives

Invest more marketin

Measure loyalty frequ

S(Currentl

Follow the example set

above all, do somethin

customers from defectin
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ns

ers claim to place a high importance on loym those claims.
Despite nearly 80 percen

hat management found loyalty to be ex

f those same respondents rated their bu

good or excellent.

rovementand an opportunity to gain com

s excellent are more likely to have form

chart below). These leaders are also more li

(CXOs) in charge, with dedicated staff to hel

money in retention programs, not just acq

ently, and reward the organization for result

tatus Of Loyalty ProgramsImplemented Or Planned Next 12
Months)

y these leaders. Take the advice of l

g! All the knowledge in the world

or help you win them back, if you d

alty. The bad newsof the IKONSOFT

remely or very

inesses efforts at

etitive advantage.

l loyalty programs

kely to:

isition

s

yalty gurus. But

wont prevent

ont try.
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7.About the Auth

Throughout his career, Syeinformation technology to s

Starting his consulting and r

the IT industry, including posi

Syed Masrur is a Corporate

the corporate, investment,

start-up, development and gr

The offices he held allowed

solving skills. These position

application of creative, inn

development. Through his s

supreme commitment and

associates can be made w

commerce.

Through over 10 years servic

respect and recognition of

experience and expertise.

Syed Masrur also has acqu

maintaining both successful

commitments, contributions

business and following it to a

Capabilities in key areas:

Strategy

Merger & Acquisitions

Growth & ExpansionOperational improvement

Feasibility Studies & Project

Finance

Restructuring & organisation

For more inf

Contact Dr. Sy
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r

d Masrur has advised companies on thlve business problems and to
gain a com

search firm in 1998, Dr. Masrur has 15 yea

tions as IT Strategy Consultant at British Tel

xecutive and Entrepreneur with over ten

usiness development field working with a

owth.

im to excel in the application of communic

s also show how Syed Masrur was a lead

ovative and new approaches to investm

uccessful leadership, Syed Masrur has de

contribution to employers, employees,

ilst remaining true to morals and ethic

e of entrepreneurship and community work,

his contemporaries who are 20 to 30 ye

ired extensive experience and expertise

corporate, commercial and charitable e

and skills begin from the conceptual stage

successful operation.

Area of Expertise:

Training and Development

New Market &

Product DevelopmentTrouble shooting &

Business Planning

Marketing and Sales.

Tender development and

sales

Range of

Manufact

Constructi

ConsumerFinancial s

Non-profit

Governme

Business s

rmation, please visit www.ikonworld.com

ed Masrur by email atdirector@ikonworld.

strategic use ofetitive advantage.

rs of experience in

com.

ears experience in

focus on business

ation and problem

ing pioneer in the

ent and business

onstrated how a

shareholder and

of business and

he has earned the

ars senior in age,

in setting up and

stablishments. His

, to setting up the

usiness expertise:

ring Industries

on & Development

productservices

&

nt sector

ervices

or

com
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8.About IKONSOF

IKONSOFT delivers highly efimprove the quality of their c

Today, industry leading Telc

improve customer loyalty an

multi-tenant, hosted on-de

associated with deploying

Founded in 1997, IKONSOFT i

Asia.

IKONSOFT LTD comprises of

750 seasoned Apps, technicacost-effective end-product.

MARKET for Telecom opera

product on Revenue Share. F

Though our software develo

adopted global IT standards

Application Development do

the global realm, our clien

collaboration and association

Our target market is the M

Egypt and then growing ac

tremendous growth with opp

taking advantage of this opp

1. Telecom: VAS applica2. Media and entertain

solutions.

3. Business enterprise sOur time-tested mechanisms

projects are equipped with h

and talented. Each high-valu

us, thus enabling us to furthe

applications and Oriental sta

IKONSOFT operates under th

Undertaking a Practical appro

WE INVITE ALL YOUR PR

www.ikonworld.

Copyright 2012

fective on-demand CRM solutions to coustomer relationships,
enhance productivit

m operators are using IKONSOFTs produ

drive profits throughout the organization.

and model, IKONSOFT solutions reduce

traditional enterprise customer relation

s headquartered in London, UK, with offices

ver 600 senior software engineers supporte

l and graphics professionals dedicated to prWe have developed
65+ patented & a

ors with SELF-CARE SUITE which we offe

lly working prototype is available on reques

pment factory in Bangladesh, IKONSOFT L

and has established itself as a leading pla

main. Our client base comprises of the be

ts have derived substantial outsourcing

with our partners.

NA region (Middle-East and North Africa)

ross the region. The world of mobile A

ortunities in VAS and business applications

rtunity IKONSOFT is serving the following in

ions on a services basis.

ent: music, gaming, media, with an emph

lutions: linked to Ecommerce and CRM

for out-sourcing and project management

ighly qualified and experienced team of en

clients that we service, results in a new v

r enhance our expertise to deliver quality, w

dards of ingenuity.

unique principle of providing you with a Fe

ach to our methods, and delivering to you S

POSALS FOR PARTNERSHIPS;for further in

om or send an email to director@ikonworl

panies seeking toand reduce costs.

ts and services to

Offered through a

the cost and risk

ship management

in Middle-East and

d by teams of over

vide a reliable andard winning APP

r as a white-label

t.

D has successfully

er in the offshore

t known names in

ains through our

penetrating from

pp's is poised for

o social media and

ustries:

sis on IPTV and 3G

ensure that all our

ineers fully skilled

luable learning for

ith British standard

asible Business,

stainable profits.

ormation, visit

d.com.
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