Customer Investment
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How do you increase the probability of an inquiry becoming a customer?  By enabling that potential customer to have an investment in the buying decision.  The more investment one has (in time, in money, etc…), the higher the likelihood that person will become a sale.  Why do you think standard automotive dealer strategy is to get you to test drive a car?  To enable you to begin having an investment in that vehicle, you are committing so much of your precious time to not just coming to the dealership but in getting behind the wheel and taking it for a test spin.  If you don’t buy the car immediately, they will often allow you to “take it home and use it for a couple of days.”  Why?  Once again, to create an attachment between the vehicle and yourself and to increase the investment you have in that vehicle.  Your mental thought process?  I have spent two visits, two hours, now two days with this vehicle and it is all wasted (and I will have to start from scratch looking at new vehicles) unless I purchase this one.  The same goes for any merchant of large expensive goods:  the more often you return to look at the (freezer)(diamond ring)(house), the higher the investment you have made in the item and the higher the likelihood of purchasing it.

When I was Dean of the Ketner School of Business at Tri-State University, a major strategy was to get prospective students to visit the campus and the longer the visit (overnight or multi-day visits were preferred) and the more often the student would return to visit again, the higher the probability of that prospect becoming an enrolling student for the next fall.  Why?  Once again the investment principle.  The student only has so much time available for visiting campuses and checking out competitive institutions.  The more you can have that student spend on your campus, the less time is available for that student to go elsewhere, to visit other colleges and universities.  In addition, the same thought processes go into selecting a college as they do for buying a car or a house.  I like this product.  I have gone back three times and spent xx hours/days reviewing this product.  I must purchase the product anyway and if I do not buy this particular product, I would have wasted the xx hours/days and must start over.  If I like it, it is of acceptable quality, and I have invested sufficient resources already in it, I should buy it.

The fallacy the customer has fallen in is called the sunk-cost dilemma.  For a couple having marital problems, the longer their marriage, the higher the commitment, the more the sunk cost and the less probability of divorce (whether or not they should have done so).  For a marketer the dilemma is reflected in product development; I have already spent a million dollars developing this product and I do not want to see it wasted so I will throw two more million after it, hoping to salvage it.  From an economic perspective, we should ignore sunk costs and look only at present and future value.  But from a human perspective, this is more difficult to do.

How then should a marketer increase the amount of customer investment in a purchasing decision?  Anything that can be done to get the customer to the place of business will incur an investment on the customer’s part:  an open house, demos (Home Depot’s series of free how-to presentations are an excellent example),   or  seminars on new products. (as Sears used to do for microwaves)  Secondly, providing test drives or free trials for the product or services (even buy one get one free requires the initial purchase investment).  The more investment you can get a customer to commit, the higher likelihood of a sales.  

Warning:  This is only true if you have a good product you are selling.  All bets are off otherwise.  Before you go to the trouble of getting customer involvement and investment, first  make certain the quality is present.  

