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(NOT) BACK TO THE FUTURE

The Critical Disconnect Between Suppliers, Their Customers,
and Their Customers’ Experiences . . . and How Data Changes
Disconnect to Connect

In 2003, Strativity Group, a New Jersey-based customer relationship consultancy,
conducted an important study among close to 200 executives in the U.S., Europe,
Asia, and Africa.1 What made the study so valuable was that it focused on the
degree to which businesses thought they were earning their customers’ loyalty. In
addition, the study revealed just how far companies have to go in addressing and
relating to customers on an individual, much less divisible, basis.

Among the disturbing results:

• Sixty percent felt that their relationships with customers are not well
defined or structured.

• Forty-two percent said that their company will acquire any customer that
is willing to pay; and in business-to-business services, this was close to
70 percent.

• Only 37 percent felt that their company has the tools to service and
resolve customer problems and complaints.

• Only 36 percent of the European executives believed that their company
deserved their customer’s loyalty vs. 54 percent of the U.S. respondents.

What these results demonstrate is a critical breakdown in customer-by-customer
experience management. There is a significant shortfall in the ability to define,
and deliver, the value customers are seeking in a supplier relationship. Still, 58 per-
cent felt that their company is committed to the customer (61 percent in the U.S.
and 46 percent in Europe). As demonstrated in Chapter Six, statements and ini-
tiatives toward creation of commitment to customers of ten mask a lack of funda-
mental understanding of what customers truly want in the relationship. This is
reflected in that Strativity Group finding that 55 percent of executives felt that
their company does not conduct a true dialogue with its customers.

1 “Why Businesses Say They Don’t Deserve Loyalty,” www.thewisemarketer.com, March 10,
2004.
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Ultimately, perceived value is the strongest motivator of loyalty. It’s principally
about relationship—as the customer defines it—rather than transactions. Successful
companies such as Southwest Airlines, Commerce Bank, Microsoft, and Starbucks
strive to make each sale so habitual and pleasant that it’s almost like an eagerly
awaited book or magazine subscription. Southwest Airlines does it by making the
flying experience nonroutine and comfortable. Commerce Bank does it with
extended service hours and extraordinarily well-trained staff. Starbucks does it
with a European café-like ambience and newer technologies such as stored value
cards, linked to the customer’s primary credit card. The credit card automatically
reloads the Starbucks card when the value falls below a predefined level.

Companies such as Starbucks are leveraging the streams of customer data from
various sources to upgrade communication and deepen the relationship. In mov-
ing toward creating a truly divisible engagement, companies like Starbucks can
identify individual customers, track their behavior, tailor promotions and ser-
vices to them, and otherwise customize each interaction and visit occasion. This
enables them to focus on loyal customers, becoming less and less dependent on
inconsistent and occasional customers who need to be courted to obtain each
additional transaction. By concentrating their efforts on the more engaged and
active customers, those whose reasons for returning are well understood, com-
panies can proactively build processes and design communications vehicles
required to deliver optimum value to their best, longest-term, and most valuable
(and positively communicating) customers.

Understanding the Critical Relationship Between Employee
Commitment and Customer Commitment

One of the most revealing findings from the Strativity Group study was that only
36 percent of the executives believed that their company invests in people more
than in technology (38 percent in the United States and 10 percent in Europe).2

There is a direct linkage between employee loyalty, productivity, and commitment
to the customer and that customer’s commitment to the supplier, as borne out by
two of the key study findings:

• Eighty percent of the executives who believed that they have the tools and
authority to serve the customer agreed that their company is committed to
customers (vs. 38 percent among those who strongly disagree).
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2 “Why Businesses Say They Don’t Deserve Loyalty,” www.thewisemarketer.com, March 10,
2004.
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• Ninety-five percent of those who strongly agree that the role of the cus-
tomer is well defined within their organization agreed that their company
is truly committed to customers (vs. 45 percent among those who strongly
disagree).

Much of what drives customer commitment stems from the degree to which
the company’s culture—and the training, focus, and motivation of their staff—is
concentrated on the creation of value for customers. Where there is a great deal
of customer attrition and churn, it’s of ten because there is only reactive dialogue
between customers and employees, ineffective customer data sharing and applica-
tion between groups, accompanied by low levels of staff training, poor career
pathing, and resultant high employee turnover. Structurally and operationally,
companies are not committed to customers; and customers are keenly aware of
the disconnect between their needs and what the company and its employees are
willing to deliver.

In his landmark Men Are from Mars, Women Are from Venus books on male-female
communication and relationships, couples therapist John Gray has concluded that
men and women speak fundamentally different languages. The emotional needs,
communication styles, and modes of behavior men demonstrate are frequently
not understood or appreciated by women; and the reverse is also true. As a result,
the language differences between men and women can be so great, Gray asserts,
that each gender can seem to come from a separate planet.

According to Gray, a good part of this difference stems from the fact that men
want to be trusted, accepted, and appreciated while women want to be under-
stood and respected. Gray believes that men often act as if they are right, invali-
dating a woman’s feelings. In reaction, women may disapprove but not disagree
with male efforts at creating relationship value and solving problems; and they also
“keep score” differently, looking for a continuous flow of consideration rather
than occasional bursts.

Gray’s ideas are a very useful metaphor for helping interpret the interaction
between customers and the suppliers who provide them with goods and services,
trying to earn their loyalty. Gray explores how male-female language and behav-
ior differences can cause attrition and defection in loyal relationships. Males, in
this context, are like suppliers, seeking to be trusted and to earn loyalty. Females
are like customers, seeking to be heard and validated. To better understand this
disconnection between suppliers and customers, several years ago we conducted
original research among purchasing agents and sales/marketing managers to bet-
ter understand the essential male-female language and behavior differences
between customers and suppliers.
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Our sample included a statistically valid cross-section of purchasing agents in
both business-to-business and consumer product and service companies.
Purchasing agents were selected because, while others of ten influence purchases
and may even be instrumental in decision making, it is the purchasing agent who
usually has the most day-to-day contact with suppliers. We also included sales and
marketing managers. This is because sales managers from business-to-business and
consumer product and service can provide a landscape perspective of the entire
selling and support process. Finally, marketing managers were included because
they are frequently responsible for their company’s communication efforts.

One of the first things we wanted to know from the purchasing agents was
whether they saw their suppliers as commodity-oriented, providing competitive
prices and basic service and support, or customer-oriented, working to deliver opti-
mum value and benefit. Customer-orientation, which emphasizes relationships
and high customer commitment, correlates very closely with customer loyalty.

Only 43 percent of the purchasing agents said their suppliers were customer
oriented, compared to 73 percent of the sales managers and 71 percent of the
marketing managers who thought that purchasing agents would consider them
customer oriented. This significant difference was a telling clue to the degree of
misinterpretation and misperception between customers and suppliers. The two
groups are not speaking the same language, struggling to make one another
understood.

We asked each group to assess the importance and performance of close to 20
elements, or attributes, of delivery. These included product/service quality, com-
munication, timeliness, problem solving, service support value, supplier flexibil-
ity/adaptability, billing, and pricing, to name a few—a complete spectrum of the
tangibles and intangibles a supplier provides to the customer.

Like the results from our first question, these findings were no less sobering and
revealing. With minor exceptions, the sales and marketing managers rated attri-
bute importance similarly to purchasing agents. The real story was in the attribute
performance ratings. Other than pricing, need anticipation, and communication
channel availability, purchasing agents consistently gave high attribute ratings less
often than sales and marketing managers. Many of these differences were in rela-
tionship and communication areas, critical in leveraging customer loyalty.

One of the things that particularly struck us was just how low purchasing
agents rated their suppliers. For example, under 10 percent gave “Excellent” rat-
ings on communication, follow-up, service support, supplier dependability, and
flexibility/adaptability attributes. These are attention-getting results. In the
aspects of delivery that really matter to purchasing agents, sales and marketing
managers seem not to be speaking their language.
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Almost two-thirds of the purchasing agents told us that they the number of
suppliers they use for any given product or service has decreased over the past two
or three years. Only about 10 percent reported that their supplier list had
increased. Further, only about half said that, if any suppliers were warned of pos-
sible termination, the suppliers responded aggressively to re-establish the relation-
ship and delivery of value. Apparently, the language purchasing agents use to
communicate this may not be well enough understood for threatened suppliers to
respond with any greater enthusiasm.

On the other side, about half of the sales and marketing managers reported seg-
menting their customers according to long-term value; so many of them had no
idea how to apply resources to customers based on their worth. In addition, about
half of the marketing managers and 30 percent of the sales managers could not
identify an annual customer loss percentage. Equal percentages of both groups
didn’t know the percentage of lost customers they were able to win back. We
found these figures close to amazing.

Probably the most unsettling statistic in our research, especially in view of the
rate at which purchasing agents reported trimming back their corps of suppliers,
was the fact that almost two-thirds of the sales and marketing managers said their
companies had no way of identifying customers at risk for defection. How can
they intervene to save a valued customer if they can’t even determine which one
is most likely to leave? To be proactive, companies not only have to have loyalty
processes and programs in place, they have to communicate with, and respond to,
customers in language they understand.

A New Day Isn’t Comin’ . . . It’s Here

When times were simpler, companies created value and commitment among their
customers by understanding individualized, customer-by-customer and purchase-
by-purchase needs. Today, whether the transactions are offline or online, it’s still
the relationship and relevance between customer and supplier that count.

Companies can create detailed profiles around what customers care about, or
don’t care about. Programs and processes can be successful, largely because cus-
tomers have helped formulate them, directly or indirectly.

Offline, targeted messaging, effective mixing and application of media, use of
loyalty programs and communities to generate relevant data, leading-edge
approaches to understand customer perceptions and behavior, and more enlight-
ened incorporation and leveraging of customer service—all of these will, for pro-
gressive companies, help to increase engagement and commitment.
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Online, new technologies will facilitate stronger supplier relationships and
enhance retention effectiveness:

• Tracking and reporting technologies give companies the tools to show
how customers interact with content, bringing into play their preferences,
opinions, and lifestyle specifics.

• Customer insight can be “fused” with demographics and purchase profiles
to help companies marry the right audience, with the right message, at the
right time.

• New metrics enable companies to go beyond click-throughs to assess the
degree of interaction between the customer and site content, indicating the
strength of the customer-supplier relationship and which customers have
the highest value potential.

• Advanced database management and data mining sof tware facilitate the
timing of messages, and design of content, to stage in the customer life
cycle.

Companies can, in addition, utilize new web-based technologies to distribute
incisive, in-depth information on individual customers, down to specific purchas-
ing situations. Outbound, companies can create endless variations of content such
as e-newsletters, reinforcing customers’ experience of the supplier or brand. And,
in addition, this informational and promotional content has built-in measurement
and reporting capabilities. The supplier can see what customers read, and in what
order, what has been bookmarked, what has been passed along to someone else,
etc. It’s the online equivalent to having a detailed, accurate monitor on what a
customer did when shopping at a retail store.

Just as companies can develop profiles of engagement and purchasing patterns
offline, e-commerce companies can create databases of customer online experiences,
leveraging those experiences to customize communication with that customer.
Customer preferences can be established through direct and indirect feedback, plus
profiling; and then the supplier can respond with meaningful content and offers on
an ongoing basis. From this, commitment and barriers to exit can be created.

A Company That Makes “Customer Divisibility” 
a Reality—Today and Tomorrow

Michael Price, General Manager of Price Automotive Group, has been mentioned
several times in this book. His company, representing seven automotive dealerships
in Delaware and the Eastern Shore of Maryland, does “customer divisibility” about
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as well as any company in the world. What Michael has accomplished proves that
companies of any size, and in any industry, can optimize the loyalty and commit-
ment of customers and the loyalty and commitment of employees.

Here are some of the achievements of his flagship dealership, Price Toyota, in
New Castle, Delaware:

• Sixty-seven percent of their business is repeat or referred.
• 13.5 vehicle sales are made per representative per month.
• Ninety-seven percent of their customers are A or B credit scored.

All of these results are significantly above industry norms or standards. For
example, average representative monthly sales levels are 9.5 vehicles per month, so
reps at Price Toyota sell about 50 percent more than the average.

Price’s success is driven by closely monitored process management at each cus-
tomer life stage, always with the objective of optimizing perceived customer value.
This is built on a solid foundation of insight into customer needs and expecta-
tions coupled with flexible, innovative approaches to delivering benefits. Further,
the dealership is able to customize, and value-enhance, the individual and lifetime
experiences of each customer.

One of the key early customer learnings at the dealerships had to do with the
purchase transaction process. Customers tend to equate a long, drawn-out vehicle
purchase transaction with personal vulnerability, filled with negatives and poten-
tial added, unwanted expense; and, beyond two hours, future purchase intent and
recommendation likelihood scores decline rapidly. Simply stated, speed equals
trust, at least insofar as buying a vehicle is concerned. The shorter the transaction
time, the greater the customer’s level of trust in the dealership. Price has reduced
the transaction time for most customers to under two hours, with the finance and
insurance (F & I) element compressed to under 25 minutes. Among the more
than 75 percent of customers who complete their purchases in under two hours,
100 percent plan to repurchase at the dealership, 97 percent plan to service their
vehicles there, and 67 percent have already referred.

Price’s dealerships have adopted a “one-price” approach to sales, in which the
best vehicle price is offered to the customer up-front in the transaction, eliminat-
ing the necessity of negotiation, a part of the sales process which most vehicle
buyers report detesting. The dealerships offer 15 high-perceived-value benefits to
customers, including a 72 hour buy-back/exchange policy, service and parts dis-
counts, no charge towing, and $300 extra for their Price vehicle at trade-in. These
are some of the tangible elements of value. The real differentiators for Price deal-
erships are the approaches to creating intangible, emotionally-based value.
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Price understands that, particularly at the beginning of the customer’s life with
the dealership, traditional sales processes had to be redesigned and realigned to
address each customer’s needs. This means that the processes had to match what
customers want, eliminating obstacles and perceived negatives. Sales reps, for
instance, are carefully trained to guide customers through the purchase and to
offer quick, responsive support. They are on salary rather than commission. Also,
the dealership has defined the critical profit-driving linkage between employee
and customer loyalty, and so special emphasis is placed on making certain that sales
reps—and all Price staff—feel that they are part of a team, that they are directly
contributing to the dealerships’ successes, and that they are appropriately com-
pensated without having to push customers for each additional dollar. As a result,
Price experiences very low employee turnover.

Vehicle owner research has clearly proven that loyalty to the dealership is lever-
aged at least as much by cumulative service experiences as the sales and delivery
processes, so Price puts equal weight on service performance. Its value guarantees
are offered through a Preferred Customer Card, which provides such benefits as
five no-charge diagnostic service certificates, four no-charge oil service certifi-
cates, free roadside assistance, mobile service for light repairs, and free loaner cars
if the vehicle isn’t fixed right the first time. Price also offers extended service
hours, a child safety program, and a service menu that has been greatly simplified
for easier write-up.

At the center of what make Price’s dealerships work so well is customer data.
They actively utilize local market information, and study trading area family
demographics so they can target the right customers. They obtain detailed
lifestyle data—hobbies, interests, etc.—on each prospect, and this helps them focus
on niches with similar profiles. Within each identified niche, they can locate, and
market to, prospective customers who are likely to be most receptive to their value
proposition.

The customer base is continually monitored to help gauge profiles of ideal
prospects. Post-sales communication and service experiences are monitored to
identify any potentially neutral or negative situations that need to be stabilized or
turned around. Price does some basic predictive churn modeling to help identify
when their customers will be ready to make the next vehicle purchase.

Price actively believes in customer engagement, providing service reminders
and otherwise customizing the post-sale communication for each owner.
Uniquely, Price is also concerned about customer loss, and invests in customer
win-back. They identify when and why a customer would have stopped servic-
ing his or her vehicle at the dealership and have methods in place to re-establish
the relationship. Few other dealerships do this.
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The Price BDC and Its Multilayered Customer Divisibility Role

If there’s a single, data-driven function within Price that makes customer divisi-
bility come alive, it’s the BDC, or Business Development Center, a hybridized
cross between proactive customer service and individual customer account man-
ager. At Price, the BDC does virtually everything with respect to developing and
coordinating the continuous delivery of value throughout the customer’s life
cycle.

At prospecting, sales, and delivery processes, the BDC has several coordinating
responsibilities:

• Track, confirm, and help close phone appointments for sales reps
• Train new sales representatives in prospect telephone skills
• Manage all lead calls that come from the Internet or factory
• Generate daily work plans for each sales representative, in both electronic

and paper formats
• If a sales rep leaves Price’s employment, the owner who was sold by the

departed rep is assigned and transitioned to another rep

Through the BDC, Price carefully tracks each prospect visiting the dealership
to continuously upgrade their methods of reaching these desired customers.
Uniquely, they extensively follow up with each lost prospect with calls, a thank-
you card, or a model brochure, and a brochure about the dealership. Lost prospects
are placed in a follow-up queue; and, if they do not buy within three weeks, they
are placed on a separate, long-term follow-up queue. As a check on what the
BDC is doing, sales managers or sales reps call each unsold prospect within
24 hours; and, using the daily work plans the BDC has developed for sales reps,
they can coordinate communication and disposition efforts.

Once the vehicle is delivered, the BDC follows up with each customer. On an
ongoing basis, the BDC manages owner communication. Price dealerships main-
tain a communication frequency rate of four to five times a year, and it is the BDC’s
responsibility to extend benefits or notifications of value to every customer in the
base. They are, in effect, the ongoing relationship manager for the dealerships.

The communication strategy is built around the term of each customer’s lease
or loan. Price has sof tware that incorporates up to 21 factors behind each owner’s
historic purchase patterns, and so can custom design which rewards should be
offered and when. Toward the end of the loan or lease term, the rate of commu-
nication builds, with a focus on reminding owners of the value they receive from
the dealership. Price offers such benefits as service coupons, an emergency valet
key (which customers must have cut at the dealership), cards (anniversary, holiday,
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birthday) with gif t certificates, invitations to test-drive new models that fit their
profile (with a dining gif t certificate), notifications of safety updates for their vehi-
cles, and communication about Price’s referral rewards program. In other words,
like Tesco, all of Price’s communication to owners is built around relevance.

The BDC follows up, by telephone, all service transactions within 24 hours.
They also serve as a listening post, conducting ad hoc service research. A partic-
ular focus is the proactive collection, analysis, and reporting of any flaws in the
service process, especially complaints. When they receive a positive response, a
“thank you” post card is sent to the owner. If a problem is reported, it is usually
resolved within a day or otherwise tracked until it is closed out. Service advisors
make separate follow-up calls within 72 hours to reinforce their relationship with
the owner, and they are first made aware of any negative issue the BDC would
have uncovered.

If owners order special parts, the BDC sets up the appointment, prioritizes the
parts order, calls the owner when the part has been delivered, and sends a follow-up
card confirming the appointment. For those situations where owners stop getting
their vehicle serviced at the Price dealerships, af ter nine months the BDC sends
a win-back letter, plus two special incentive coupons.

At the back end of the customer life cycle, it is the BDC that helps to predict,
target, and market to owners at the right time—i.e., when they are ready to repur-
chase, based on the end date of their lease or loan, their historical buying and
brand loyalty pattern, etc. If a lease is renewed, they manage follow-up with each
customer.

The BDC also serves as the dealership’s overall process improvement team
leader and coordinator, conducting multidepartment meetings among teams,
using the feedback they’ve generated from owners to improve processes.
Customer anecdotal and dimensional data, however, is the core of what makes the
BDC so effective in these multiple roles. They have customer follow-up logs,
generate problem resolution reports, and create daily follow-up work plans.

Any change of a customer’s status can be picked up by a member of the BDC
staff. If, for example, an unsold prospect asks to be recontacted in six months
because his daughter will be graduating college at that time, the BDC will note
this in the prospect’s profile. Then they send a follow-up letter indicating when
they will be back in touch. The BDC creates a customized communication strat-
egy for that prospect, of ten including attractive offers made through timed mail-
ings. The communication campaign is guided by a special sof tware package,
which can update each prospect and customer’s lifestyle every 90 days.

As Michael Price concludes, the key to his success with the BDC is “aware-
ness of ever-changing customer personal situations, enabling us to completely
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customize the objectives for every contact.” In very few words, what Michael has
described is customer divisibility.

Tesco’s Unretailer-like Customer Data Gathering Approaches

It’s not an overstatement that Tesco, as an organization, knows more about how its
customers think about the company and the supermarket buying experience, and
they’ve leveraged it farther, than any retailer in the world. In addition to leading-
edge mining and modeling Clubcard loyalty program data to learn about cus-
tomer wants, needs, and response to new products and services, Tesco utilizes
some other infrequently applied approaches (at least by most retailers) to gather
anecdotal and dimensional customer insight.

For instance, each of Tesco’s senior managers and executives spends at least one
week per year working in the stores, performing various service functions and
observing customer behavior. This is actually a formal program for upgrading
customer-related in- store processes. One such example of this was a proposal, and
eventual action, to have barcodes printed on both sides of cases of beer, enabling
customers to move more quickly through checkout lines.

Tesco also conducts more qualitative and quantitative customer research than
most of its peers, focusing on taking negatives out of the store experience and
building in more value. In one of its surveys, Tesco learned that mothers shop-
ping with children, one of the chain’s major constituencies, disliked the candy dis-
plays at or near checkout lines. Most chains find these impulse item displays
attractive sources of revenue, and, irrespective of customer concerns or com-
plaints, they resist removing them. Tesco, however, proactively generates customer
complaints, and they considered the elimination of such displays a testable propo-
sition. What they found was that the increased loyalty among moms doing their
grocery buying with kids more than offset lost sales.

Intelligently designed qualitative research can also provide valuable insight, and
Tesco has utilized it well. Consumer panels and juries have helped the company
develop specialty clubs for young mothers, children, and a healthy lifestyle, with
customers providing direction on Internet and offline communication content,
events, and other viral approaches.

Revisiting the Harrah’s Customer Data Machine

Aspects of Harrah’s use of data to optimize their divisible approach to customers
have been presented earlier in the book. The Harrah’s numbers are indeed stag-
gering: 25 million slot machine customers use personalized frequent-gambler
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cards, called Total Rewards, every time they gamble, to earn free meals, trips, hotel
rooms, and other goodies and prizes. In return, Harrah’s continuously adds to and
hones its extensive database, which now has 90 separately identifiable demo-
graphic/lifestyle segments. This enables Harrah’s to devise personalized, cus-
tomized incentives for customers to play slots at any of the company’s close to 30
gaming properties across America (26 properties in 13 states), encouraging strong
brand equity and cross-sell and up-sell activities between properties at the same
time.

The Pareto Principle is alive and well at Harrah’s. Just over one-quarter of their
customer base generate over 80 percent of their revenues.

Slots players, once considered the “great unwashed” customers of casinos, have
long since eclipsed all other forms of gaming in terms of value. For Harrah’s, these
customers now account for over 80 percent of the company’s operating profit.
This has been strong incentive for the organization to build ever more sophisti-
cated data mining, modeling, and communication programs around them.

Beginning with several key pieces of customer information—gender, age, place
of residence, machines and amounts played—Harrah’s can predict, with a high
degree of accuracy, which customers will be the most valuable and over what time
period. This is important because, through years of tracking, Harrah’s has learned
that the 30 percent of their customers, mostly locals who don’t stay at their hotels,
and who spent between $100 and $500 on slots per visit to one of their casinos,
accounted for 80 percent of company revenue and almost 100 percent of profits.
(Note: This mirrors an evaluation by the New Jersey Casino Control
Commission, showing that, in the 25 years of legalized gaming in Atlantic City
between 1978 and 2002, slots went from 44 percent to 74 percent of total gam-
bling revenue.)3 Thus there is strong return on investment for cultivating long-
term value and positive relationships, especially with slots players rather than
“high-rollers.”

Chief Operating Officer Gary Loveman, a former Harvard University business
professor, identifies age and distance from the casino as key predictors of fre-
quency for Harrah’s, coupled with the kind of slot machine played and how many
coins are played at each machine.4 The perfect player, Loveman’s profiles have
shown, is a 62-year-old woman who lives within 30 minutes of a casino and plays
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dollar video poker. Harrah’s has identified such customers as having substantial
disposable cash, a good deal of available time, and the kind of access to casinos that
make it an entertainment and leisure-time option. The company’s models and
algorithms identify this kind of individual as a prospective frequent player, and
until her individual identity begins to crystallize, she would be marketed to on
that basis. As Harrah’s learns more about her based on what she does, promotion
content, frequency, and method become increasingly more refined, built around
the 90 lifestyle segments mentioned above.

As noted, distance from a casino is one of the key variables. If a customer has
attractive potential characteristics but lives farther away, the communication pack-
age will typically also include time-sensitive discounts or comps on rooms and
transportation. Closer-in prospects and customers receive food, entertainment,
and cash incentives. Every communication and promotional variable is actively
tracked, by customer, for return on investment and level of response.

The company is also focused on divisibility as an unstated but well-executed
conceptual strategy. Harrah’s has learned that its customers have long memories
so experience optimization, for example, is operationally emphasized. Research
has revealed that if a customer’s recent experiences at Harrah’s were highly posi-
tive, they increased their spending with company casinos by 24 percent over the
next year. Conversely, if experiences were disappointing, spending decreased by
10 percent during the same period.

One notable mark of how successful Harrah’s has been at applying customer
microsegmentation and divisibility concepts for optimum effect is that more
than half of the revenue from the company’s three Las Vegas casinos comes from
its customers outside of Nevada. The company has a record of several years of
quarter-to-quarter double-digit compounded growth in revenue and profit.
Truly impressive.

Using Customer Data to Create a Moving Experience

There’s nothing like a real-life story to exemplify the power of using the right
customer data, at the right time, to create value on a divisible—and long-term—
basis. Erik Peterson, CFO of Go Direct Marketing, a Canadian consulting firm,
recounts this experience:

It was ten years ago and I remember the experience vividly. As soon as they
opened the cabin door, I rushed out of the plane and hurried downstairs to my
usual car rental counter. I hadn’t bothered to book ahead, but so what, I was
first in line. I had been doing this same three-day trip every other week and by
now the rental agency knew my face, which right now was full of hope.
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Sadly, they had nothing. Reluctant but having no option, I moved down
the aisle to the friendly green spaces of National Car Rental and yes, they had
a car for me. I gave the National rental agent my license and my Amex Gold
Card. She filled in the blanks on the rental agreement and asked if I wanted
the extra insurances. Usually, I took the extra coverage—this trip was two
hours into the mountains and I always worried about steering round a bend
into an elk or a mountain goat.

Then the agent said “Oh but you are already insured through your Gold
Card, so you don’t need our coverage.” These were words worth a mean-
ingful fif teen dollars a day—words I’d never heard from my usual rental
agency in the previous twenty months of travel. Impressed with her
integrity, and underimpressed with theirs, I became an instant convert to
National and over a ten-year period gave them approximately $10,000 of
business. For nothing more, or less, than a customer experience created from
fif teen words of advice.

It was not technology that made me a loyal customer; it was respect for
the customer as demonstrated one-to-one by a customer-friendly car rental
agent. And it was of value to National Car Rental because:

• it cost the company nothing
• it was different from, and better than the competitive experience
• it was effortless

National Car Rental’s bright shiny signage, their reputation-boosting
mass media, their established position in the airport, all raised my awareness
of what they did and how they did it. I also knew, or assumed I knew, their
value proposition would be pretty much the same as the other car rental
people. Closing the sale was through face-to-face contact with another
human being. Her honest off-the-cuff remark (“Oh but you are already
insured through your Gold Card, so you don’t need our coverage”) moved
me from trial to repeat in about ten seconds.

Why didn’t my former rental agency see me as a recapture target? They
weren’t looking my way, they didn’t see me heading off to a competitor,
their lack of system was a symptom of a lack of strategy. Their focus was on
selling, not retention.

Too many sales are made by people and businesses who think that’s
their sole reason for being. Just sell it and get on with the next sale,
they think. This unworthy ethic could prevail in a world of kinder 
competition, scarcer capacity, and price parity. Today, the best customer
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experiences surprise, delight and can be replicated—they nurture the next
transaction.5

What’s instructive about Erik Peterson’s example is not that it happened, but
that it’s possible to repeat it again and again, for companies in any business and of
any size, simply through the better application of known customer data.

Three Other Quick Examples of Powerful Customer Data Application

Here are three small companies that are very big on gathering the kind of infor-
mation to help keep their customers coming back and spending more.

1. Dorothy Lane Markets

A small chain of three supermarkets in Dayton, Ohio, Dorothy Lane uses some
pretty nontraditional but highly effective ways of learning what their customers
want. Each night, for instance, senior store employees call five customers who
shopped that day for feedback about their experience. Every week, store man-
agers send handwritten letters to customers inviting them to ask questions, offer
suggestions, and make their concerns known. They use the information not only
to improve their operations but also to reward their best customers with innova-
tive gif ts: free bouquets of flowers, invitations to concerts, charitable donations,
and the like. Dorothy Lane tracks customer purchases so closely it can send
highly targeted offers to its customers. Four to six customized communications
go out, usually in postcard form, every month.

2. Capitol Concierge

Busy employees in more than 80 buildings in the Washington, DC metropolitan
area call on the live, personal assistants at Capitol Concierge (and its online sister
company, VIPdesk) to help them with their daily chores and “to do” lists.
Dedicated to “customer chemistry,” Capitol Concierge first develops a detailed,
multipage profile on each customer. Then staff members use every customer inter-
action to get in-depth information. Hiring the right employees, training them in
the art of active listening (becoming like detectives, particularly in identifying the
needs of top customers), helping them stay focused, and rewarding them for the
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behavior are all-important. Beyond merely creating an informational database,
Capitol Concierge believes in one-by-one, face-to-face feedback collection.
Resolving a customer problem or complaint, for example, is an opportunity to
learn. Capitol Concierge also regularly conducts short phone surveys, organizes
customer focus groups, makes monthly contact calls, and, like Dorothy Lane
Markets, uses a customer advisory board to help improve service processes.

3. Ticket City

When people think about buying tickets and event packages for concerts, sports,
and theatre shows on the Internet, Ticket City wants everyone to think of them
first. A small, e-tail-based company located in a suite in Austin, just off the
University of Texas campus, they advertise their toll-free number, 1-800-SOLD-
OUT, almost everywhere imaginable. Orders were coming from three distinct
sources—phone, click-throughs on promotional links, and directly through their
web site. However, the company didn’t know which channel customers used to
learn about them. SO, to make the best use of marketing and advertising dollars,
they had to find out. Though not wanting to overload customers with intrusive
questions, when orders are placed through every touch point, Ticket City finds
out how customers learned about them, if they are new customers, and other
questions designed to help the company understand how they can provide better
customer value.

The bottom line is that any motivated company, irrespective of size or indus-
try, can use in-depth data to optimize customer loyalty. Creating situation-based
messages and experiences, customer by customer, can be achieved today and will
be even easier in the one customer, divisible future.
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