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5 Steps to Driving Profit from Loyalty  
 
 

 
 
 
1. Customer Portfolio Analysis 
 
This is the first step on the road to customer profitability where we can begin to understand 
who our customers are, the diversity within the customer base and assess the value of different 
customers.  This initial stage will fully exploit current information, which will enable a greater 
knowledge and comprehension of our current customers. 
 
Strategically significant customers:  
Within our customer base there are different pockets of customers, these must be formally 
identified via a customer segmentation project.  Marketing strategies can then be tailored for 
key types of customer. 
 
Sales forecasting:  
A set of reports should be developed which look at revenue drivers on a monthly basis.  The 
pricing and products offered should be linked to customer value.  The potential up sell value 
should also be predicted. 
 
 Activity based costing:  
The use of the most effective channels and media based on customer value and potential 
profitability. 
 
Life-time value:  
Through a segmentation project the current value of each customer will be determined.  This 
will be a marginal and dynamic value, which will be based on recent behavior. 
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 Market segmentation:  
To allocate all customers to a behavior segment, their current and potential profitability should 
also be calculated.  This information will be held on the data warehouse and can be used 
immediately for marketing selections.  The Bank will know who their most profitable customers 
are and will understand the card behavior that led them to be high value.   The organization can 
now begin to differentiate between customers and develop different marketing tactics for the 
different segments. 
 
Customer analysis toolkit:  
A standard customer analysis suite should be produced in order to track the movements and 
the differences between segments on key performance variables. 
 
2. Customer Intimacy 
 
This step helps to assess the deeper relationship with the customer and to investigate other 
data sources/methods in order to understand the whole picture of key segments of customers.  
This will enable us to give customers the impression of a ‘personal’ touch through the clever 
use of information.  Customer Service agents should have access to the best processes and 
systems, which will empower them to target high value customers with the right products.  A 
more intelligent use of data coupled with the best technology will enable front-line staff to talk 
to customers with a total level of understanding of the depth of relationship and the 
corresponding value that the customer has to the Bank. 
 
Internal data:  
There is a need to understand the data that is currently within the organization in   more depth.  
Does the format/storage have to change in order to support CRM?  How does vital customer 
information find its way onto Customer Service screens? 
 
External data:  
Data held on third party products and services will need to be imported for any level of CRM to 
work within the organization.  The company also needs to be aware of any other outside data 
sources that could be exploited to extend the knowledge of the customer base. 
 
Market Research:  
Once the customer segmentation has identified the most attractive segments, the Bank can 
then undertake market research in order to give a more rounded view of these customers that 
will also encompass how customers use other credit cards.   
 
Benchmarking:  
How good are we as an organization at achieving customer intimacy?  How do we put a value 
on this?  How do we measure our success?  An effective benchmarking strategy must be 
formulated by the business. 
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Database development:  
A data warehouse is required to create a customer view, as data is (we understand) currently 
stored at account or product level.  The organization must move away from analyzing 
information on an account basis but look to the whole customer relationship.  Provision must 
be made to incorporate external data feeds on a regular basis. 
 
Learning organization:  
CRM will be an evolving strategy; the company must learn from the successes and failures and 
build on this to improve relationships with valuable customers.  Processes need to be set up 
and the fledgling CRM strategy must be put into all business plans. 
 
 3. Network Development 
 
The third step concentrates on how the CRM strategy is to be conveyed both internally and 
externally.  This highlights the importance of good communication and 100% buy-in from all 
staff members and suppliers.  The organization must become customer centric. 
 
 Internal buy-in:  
One of the keys to the success of any CRM strategy is to have the whole of the business 
involved.  Knowledge needs to spread across the entire organization, cross functional teams 
should be set up to encourage the flow of information. 
 
External network (Suppliers & Partners):  
As well as achieving buy-in from within the bank, all those external organizations that the bank 
has a connection with must understand your CRM strategy and be willing to support it.  The 
Bank needs to know the whole relationship you have with your customers.  Ultimately the 
additional product and service information should be available on customer service screens in 
real time. 
 
4. Value Proposition Development 
 
The fourth step will place emphasis on establishing service standards based on customer value 
and product ownership.  The combination of sophisticated technology with a more value-based 
approach to customers will enable this development of a five star service. 
 
Customer experience:  
Following research, an understanding will exist of the service standards certain segments deem 
to be important.  This will be supported by further culture evolution supported by a new 
business language, technology and policies.  However there is a school of thought that in a true 
1-to-1 environment, policies do not exist.  All levels are empowered to make rational decisions 
when dealing with individual customers, based on an understanding of their value. 
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 Sources of value:  
The value calculation will also evolve as the depth of data increases.  All touch points with the 
customers will be identified and data gathered and stored onto the data warehouse.  In 
addition, the scope of the relationship needs to be evaluated and certain behavior or service 
use will be brought into the value calculation over time.  Current restrictions on data access and 
storage will be overcome and information prioritized. 
 
Process engineering:  
Top line processes should be rewritten in greater detail to maximize efficiency opportunities.  
The aim will be to improve the efficiency ratio whilst heightening the standards. 
 
People issues:  
There may be a need to undertake a restructure in order to deal with the differing needs and 
cost control of each segment.  Some segments will require a live advisor at all times with a high 
degree of knowledge and decision making ability and authority.  Other segments will have a 
greater degree, and some almost exclusively, of automated access to the Bank.  To facilitate 
this it will be necessary to create hierarchy amongst the Advisor levels and the degree of multi-
skilling would need to increase. 
 
Technological enablement:  
The information provided to the Advisors must be in real time and all areas connected.  The 
media the customer uses should be irrelevant.  The balance of information being provided to 
Advisors needs to shift towards data in a form that facilitates an immediate awareness for the 
Advisor on the value of an individual and the possible options open to them in 
increasing/retaining that value. 
 
5. Managing the Relationship 
 
Once all the building blocks are in place, the Bank must draw up strategic plans that will allow 
management of the whole customer from ‘Cradle to Grave’.  This is the final step on the road to 
increased customer profitability. 
 
Customer Acquisition Plan 
It is imperative that the acquisition plans are linked in with the CRM strategy, this will enable 
the targeting and acceptance of prospects that ‘look like’ valuable customers.  Campaign 
strategy, the application scorecard and the credit policy must all be closely aligned to the Bank 
view of CRM. 
 
Customer Retention Plan 
- Bonds 
These are the products and services that tie the customer to us as an organization, either 
through the uniqueness of the offer, the value to the customer of the offer or the investment 
the customer has made into the relationship that discourages attrition. 
- Attachment 
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These are the points at which we touch the customer.  At these points we have the ability to 
deliver the information and services which meet the customer needs.  The customer is left 
feeling understood and confident in our ability to complete the actions required to satisfy their 
request.  In addition we should use the hard communications with customers to reinforce these 
messages.  Statements, literature, application material and cards have to acknowledge the 
relationship and the individuality of the customer. 
 
Loyalty Programs  
Loyalty schemes are not enough on their own to retain valuable customers, but they do provide 
another reason for customers to stay.  However, these schemes must be appropriate.  Data on 
behavior and purchase habits have to be built into the offers. 
 
Clubs 
For some, customer points schemes etc. are not the incentive to remain with an organization.  
For some high value customers it is the ability to show ‘membership’ of an exclusive group or 
feel they have the ability to call upon an organization to deal with their requirements e.g. as 
developed for many years by American Express.  For these privileges it may also be acceptable 
to charge for entry into this group. 
 
All of the above are not solutions on their own.  It is the combination and the ability to target 
based on customer needs.  To identify these needs the propositions will be promoted to 
segments which are considered to be appropriate, and the customer will self select.  From 
responders further analysis can be carried out to target to other segments. 
 
Customer Development Plan 
Through CRM, a ‘Cradle to Grave’ scenario should be created for each segment and a hierarchy 
of services and products identified for each customer.  Trigger points should be identified and 
communication initiated or action taken immediately.  Advisors should be presented with the 
hierarchy and the history of the communications to the customer and the results.  From this 
they will be provided with the training to take the next required step to heighten the 
value/depth of the relationship.  It will be imperative that the outcome of each action is 
captured and is stored on the customer record in real time. 
 
Organization Design 
We must look closely at how the company is structured at a strategic level.  The organization 
design may need to go through further changes in order to support CRM more effectively.   
 
CRM Scorecard 
In order to ascertain that the bank has achieved a successful CRM strategy, every aspect of the 
process must be measurable.  
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Tracking  
The key determinate of the success of CRM will be an increase in profit.  Therefore you would 
need to monitor all the key financial variables that influence value on a regular basis 
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