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Loyalty Analysis and Management

What are the key steps in loyalty analysis and management?

Building a Loyalty Profile of your customer base

Understanding why customers fall into specific loyalty segments

Is the customer predisposed toward a lack of loyalty?

Did the customer have a strongly positive or negative 

experience in dealing with the company?

Determining how to migrate customers from one segment to 

another

What portion of customers can be migrated?

What experience must change and by how much?
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Summary of Previous Sessions

Although customer behaviors are an important component of 

defining loyalty, customer preferences (through satisfaction or 

value) must also be included.

There are other measures which might be applicable to your 

customer or industry.

There are various rules for combining these measures.  For 

example, scoring only the respondents that give a top score or 

top 2 score to each question as Loyal.

Which measures to use and how to combine them into an index 

is a critical step.  Your decision must be guided by validating the 

segments with key behavioral components that are not part of 

the definition.  Share of business and cross-purchase percentage 

are two common validation criteria.
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Summary of Previous Sessions

Having constructed a validated Loyalty Profile, your next challenge 

is understanding why customers fall into the various loyalty 

segments.

The first step in the process is to identify those customers that 

have needs that are distinct from the benefits provided by your 

business model.  Those customers that have needs distinct from 

your business model are probably vulnerable.

The second step is to examine the customers that are a match for 

your business model.  What are their priorities?  

This session will cover establishing how customers evaluate their 

experience on these priorities.  How do the Loyal, Neutral, and 

Vulnerable segments evaluate these critical experiences?
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Measures of Experience

How well are we doing on priorities?  What evaluations do customers 

give us?  How do the loyalty segments vary in their evaluations?

One way to obtain an evaluation is calculating the “average” response 

to the evaluation questions that have been identified as priorities.

How would you evaluate the overall sales effort by COMPANY? 

Respondent Sales

1 Excellent 5
2 Fair 2
3 Very Good 4
4 Very Good 4
5 Good 3
6 Poor 1
7 Excellent 5
8 Very Good 4
9 Good 3

Average 3.4



Another Evaluation Technique

Averages can be very misleading.  There are distribution effects with which 

to contend.

Many companies use the Top Box or Top 2 Box Score instead of the 

average.  The Top 2 Box counts the number of responses in the top 2 

categories of the scale being used.  For example, in the 5 point 

performance scale we’ve been using, the Top 2 Box Score would be the 

percentage of Excellent and Very Good responses.

Respondent Sales

1 Excellent 5

2 Fair 2

3 Very Good 4

4 Very Good 4

5 Good 3

6 Poor 1

7 Excellent 5

8 Very Good 4

9 Good 3

10 Fair 2



Sample Experience Evaluations

Loyal Neutral Vulnerable

Overall Account Management 79% 59% 53%

Up-to-date on changes 71% 45% 40%

Suggesting new products 66% 40% 24%

Being available 75% 48% 40%

Understanding your needs 78% 52% 40%

Being a consultant 65% 38% 32%

Day-to-day requests 78% 57% 37%

Treats as valued customer 82% 57% 48%

Handles your problems 75% 47% 39%

Follow through 73% 47% 38%

The attributes in red are critical within this area:



Benchmark Experience
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CLIENT Benchmark

In earlier sessions, we’ve mentioned that RELATIVE evaluations may 
be more important than ABSOLUTE evaluations.

One way to get a sense of relative experience is to ask customers to 
evaluate their experience with you and the experience they have with 
the benchmark they use for comparison.
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Experience Comparison

Another way to examine a respondent’s relative evaluation is to 
compare the evaluation they give CLIENT to that which they give 
their benchmark firm.  This table has been built by subtracting one 
evaluation from the other.

Note the different perspective this gives us compared to the 
previous chart.

Value advantage 41%

Value parity 35%

Value disadvantage 24%



Why Low Performance?

A key question is why low experience evaluations are reported by 

respondents?  The following are some of the key reasons:

– Customer selection

– Too much variation in benefit stream/experience

– Minor improvement needed in average experience

– Incorrect perceptions of benefit stream/experience

– Significant improvement needed in the benefit 

stream/experience

– Business model change – new benefits

Problems and problem analysis can be a key reason for low 

performance.
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Problem Module

Problem questions are an easy module to include.  Frequently, 

problems or problem resolution represents the proverbial low 

hanging fruit – vulnerable customers tend to report higher 

percentages of problems and low resolution of them.

•Have you experienced a significant problem in the last 6 months?

•What was the nature of the problem?

•Did you report it to someone in the company?

•Was it resolved to your satisfaction?
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Problem Analysis

No 

Problem

Problem, 
Resolved

Problem, 

Not Resolved

Inside sales 76% 73% 49%

Outside sales 81% 76% 44%

Product 76% 73% 28%

Customer Service 66% 58% 33%

Shipping 72% 37% 24%

Billing 59% 34% 27%

The following table segments customers into 3 groups, according to 

whether they reported a problem and whether they reported it as being 

resolved.  The percentages represent the Top 2 performance evaluation 

for general process areas.



Problem Impact

• Uniform supply company with national customer base and multiple 

geographic locations.

• Industry experience is that customers have a very high probability 

(98%) of experiencing one or more product related problems during a 

3 month timeframe.

• Problems, and product problems, were determined to have a 

significant impact on customer value assessment.

• Problem focus needs to be prioritized:

– Customer input to prioritize most impactful problems

– Company focused effort on the 3 most impactful

– Although the problems weren’t eliminated, the company’s 

problem incidence on those particular problems were far lower 

than the industry average
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Reporting the Research Results

Loyal Neutral Vulnerable

23% 46% 31%

Average $ $25,900 $18,400 $20,100

Share of $ 62% 39% 19%

% of Line 38% 20% 11%

Average Size Medium Medium/Small Large

Location East/Midwest SW/SE West

Needs Product line Delivery time Order cycle



Reporting the Research Results

DRIVERS Loyal Neutral Vulnerable

Problems 12% 18% 41%

Unresolved 10% 23% 64%

Order Cycle 64% 67% 39%

Desired 
Delivery time

71% 41% 44%

Sales 78% 62% 53%

Customer 
Service

82% 55% 49%



Matrix of Information

Lower than 
competition

Equal to 
competition

Higher than 
competition

� Customer service

� Order cycle
� Billing

� Sales

� Desired deliver time

� Problems

High 
impact on 
loyalty

Low impact 
on loyalty

Vulnerable  Customers
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Customer Service Transactions

Loyal Neutral Vulnerable

# of calls/6 months 0.5 1.2 4.1

Customer Service evaluation 89% 74% 28%

• The way in which Customer Service handles questions, issues and 

problems can “create” a problem.  Typically, about 50% of the verbatims 

pertaining to type of problem refer to a Customer Service problem in 

handling the issue.

• In examining Customer Service transactions, some can be tracked back to 

specific causes.  Why were they calling?

• B2C business selling a product/service with varied levels of involvement 

on behalf of the customer.  In breaking out the calls to customer service 

the following was found:



How Much Change Is Required?

Excellent Very Good Good Fair Poor

Length of 
time to get 
that rating?

0.5 days 1 day 2 days 3 days
4 days or 
more

• After determining what you want to change, you frequently need 
to know how much the activity needs to be changed in order to 
have an impact on the customer.

• A Midwest-based manufacturer had an issue with deliveries to 
the West coast.  They wanted to know the payoff from building a 
warehouse and distribution center closer to those customers.

• Their planned distribution center would reduce delivery time to 
just over 2 days.  This was not enough to dramatically impact 
customers.



Having removed those customers/respondents that have needs distinct 

from your business model, priority experiences that receive a low 

evaluation of performance are candidates for improvement.

Break the results out by loyalty segment in order to understand the 

potential size of the opportunity.  Compare that opportunity with the 

investment and effort required.

Another aspect to consider is integrating the information with company 

metrics on the experiences (e.g. customer service calls, problem reports, 

missed deliveries, or customer service experiences).

Finally, consider how much the experience has to change and the extent 

to which the customer has to be informed of the change.

Summary
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Loyalty Analysis and Management

What are the key steps in loyalty analysis and management?

Building a Loyalty Profile of your customer base

Understanding why customers fall into specific loyalty segments

Is the customer predisposed toward a lack of loyalty?

Did the customer have a strongly positive or negative 

experience in dealing with the company?

Determining how to migrate customers from one segment to 

another

What portion of customers can be migrated?

What experience must change and by how much?
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Contact Information

Loyalty Research Center

931 E. 86th Street – Suite 120

Indianapolis, IN   46240

Telephone: 317.465.1990

Website: loyaltyresearch.com
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