Repeat customers  loyalty programs

By  Paul Herbig

A huge difference exists between customer satisfaction (essentially a single point in time index of happiness) and customer loyalty (interest in repeat business with a single vendor).  Those customers deemed more customer loyal are typically more amiable to relationship marketing. Since it costs up to five times as much to find a new customer as it does to service an existing customer, it makes sense to do everything you can do to keep the ones you have.  Not only are repeat customers less expense, they buy more than new customers and tend to buy more premium priced items with higher mark-ups.  These 20% of all customers that are loyal provide 80% of your sales and most of your profits. Loyalty is real.  To sell it you also must be able to measure it. It is necessary to satisfy customers but not sufficient to create loyal customers; to do so you must delight customers and create fans.  Harley Davidson has HOGS

Acquiring new customers cost 5-10X as much as it does to satisfy and retain current customers

The average company loses between 10 and 30 percent of its customers each year.

A 5% reduction in customer defection rate can easily increase profits by 25-50% or more.

The customer profit rate tends to increase over the life of the retained customer.

One way to increase repeat business is through some form of ‘frequent buyer’ bonus.  This can be through mileage as is given to Airlines frequent flyers, rebates, or points.  To be successful, a frequent customer program must be simple, understandable, with rewards easily obtainable.  Those who sign up for these programs are the foundation for relationship marketing efforts such as special deals only for them, special sales at special times not available to the public, coupons, newsletters, etc. The advantages of creating a frequent buyer program will tell in word of mouth as those who have received the best services, those A customers, will tell friends with similar interests, and hopefully they too will become repeat customers

One company, WineGlobe in California, goes further, and has created a system that ranks customers as A,B, C, or D level customers, depending on those most loyal and most profitable to the firm.  “A” customers  are those premium customers who get special treatment and special offerings via personalized e-mail or newsletters while “D” customers are those who have demonstrated no loyalty.  The latter get only broadcast E-mails with only generic offerings.  The intent is to move customers from D to A through promotional efforts.  Once a customer begins buying more regularly, he is promoted to the next level and receives greater promotional efforts and offers. The company assigns an employee to each “A” customer who then calls the customer to find out what their exact needs are and works to meet those needs.  

CRM (Customer Relationship Marketing or Management) programs are aimed at frequent users (frequent flyers, frequent buyers, frequent drinkers, etc) for all industries and all types of customers.   The object is to generate additional business from those already existing customers.  This is far less expensive than obtaining new, inexperienced customers.  Marketers of frequent buyer programs indicate there is more upside return on investment on getting existing customers to come back one more time than spending the thousands of dollars it might take to attract the non-user.  The key word here is frequency in targeting our customers.  The objective is to get the once-a-week customer to increase usage to twice-a-week; to get the once-a-month customer to return twice a month.

The advantage to a frequent buyer program is to drive traffic and build the business without the costs involved in massive media campaigns.  To begin this process, one must start with contact numbers of current customers.  This is not as difficult as it seems  as those loyal customers are all too happy to identify themselves.   Then you must create a ‘club’ for your loyal customers.  Reasons must exist for the members to maintain a relationship with you.   E-mail or direct mail special offerings to them is one method.  Providing a frequent buyer  program with points or “buy ten get one free” type incentives will add to the motivation.   Awarding double or triple points for underutilized time frames is an excellent means to smooth demand.  

These loyal customers already know the benefits and rewards of purchasing your goods and services.  Theirs is a soft sell , not a hard one.  They are begging you to acknowledge their loyalty and in return will reward you with even more business.  Are you overlooking your best customers?  Overlook them too much and they might just overlook you as well.

