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Introduction

Transforming enterprises to become customer-centhite still increasing revenue
and profit is one of the hottest strategies in hess today. The essence of this strategy is to
change organizations from a products-centric tdorosr-centric philosophy. Through this
strategy organizations can increase customer gyaldy create value for the customer. One
of the most important problems in research of qustorelationships is that organizations
should divest from unprofitable customer. To evduavhich of your customers are
unprofitable we can be applied “the Paretinciple”. Another problem is that you should
communicate with your existing customers to enshey stay with you well into the future.
The awareness of these problems leads organizatmrdeeper understanding of their
customers’ requirements.

This paper is organized as follows: Section 1 gmesthe definitions of key terms.
Section 2 describes the strategies how to idewtifiykey or loyal customers and target our
efforts towards keeping them through a range ofmatoonal ideas.

The main point in the paper is a model which déssrithe way through customer
satisfaction to customer loyalty.

1 Definitions

Loyal customers are people who consider a certenm &s their best choose. They
believe this firm will provide the maximum outconfigr them and meet their need best.
Therefore, this group of customers are the mostnmglul and profitable customers.
Focusing on long-term development and relationstafiering them more benefit and set up
concrete loyalty makes sense.

In terms of Pareto Principle, investing on loyafisogram is never too much. It
determines how far a firm can go.

Loyalty programs are structured marketing efforts that reward, d@hdrefore
encourage, loyal buying behavior — behavior whichatentially of benefit to the firm [1].

The Pareto principle (also known as the 80-20 rule [2] the law of thial\few, and
the principle of factor sparsity) states that, dfmany events, roughly 80% of the effects come
from 20% of the causes [3,4].

It is a commonule of thumb in business; e.g., "80% of your sales come frofb 20
your clients.”

2 Key customers
The first problem that we stated in introductiorh®wv to define key customers and
high-risk customers.

So, who are your key customers?



Following the Pareto Principle, 80% of your saleme from 20% of your customers,
and in a recession the numbers are closer to 95805&h says Ajit Maira, senior vice
president of the Information Technology Serviceshdting Association. Some of the names
in your top 20% may also be unexpected but thestomers are the key to your business and
should be a main focus of your Customer Loyaltygpam.

Next we should focus on another category of custemhbigh-risk customers. Take a
look at a list of your active customers this yead a&ompare it to previous years. Who is
missing and why? Some customers will always be tlogiugh natural wastage, but others
may leave because they are dissatisfied with yasimiess.

Besides the top 20% and high-risk customers, welldh@member about all other
customers. We should keep a close attention atestecustomers, because in future some
percentage of them may be in the top, from somespould get rid of.

The second problem that we mentioned in introdactegards some simple ideas of
activities which you can undertake to help sustéser relationships with your customers.

Here is the list of simple but effective tips focastomer-oriented firm.

Set Customer Targets

Look at each of your existing customers and santhe individual sales target. For
the top 20% of customers, if you can achieve alsmakease it will have a far greater impact
on your business. For high-risk customers, yougeiamay simply be in keep them whilst the
majority of other customers may have larger growtien consider how you will achieve this
growth in your business - are you going to sell enof your existing products/services,
increase prices whilst maintaining volume or peshagroduce new products/services.

Organize Internally

Allocate key customers to different members offstd that someone is responsible
for providing a great service to each. If you ddv@ve many staff, at least put a list of your
top 20% on the wall so that you are reminded eagryaf their importance to your business.

Establish a Loyalty or Reward Scheme

To make your top customers feel special, set uplR ®ustomer loyalty club.
Customers included in the scheme could be offeridity service, special discounts, offers,
exclusive product lines and many other benefitsmidership could be based on achieving a
minimum level of business, to give smaller cust@raetarget to aim towards.

Give out branded gifts

Make sure all your most important customers getetbmg from you at least once
year in the form of a branded corporate gift. Td¢osld be anything from a branded pen, to a
mouse mat, desk set or briefcase, depending orbtlkget you can set aside for each
customer. A small thank you can go a long way amyige a permanent reminder of your
name.

3 A model describing the way to get through customesatisfaction to customer
loyalty

We have a firm we can and should work with. Thisdelo(Figure 1) describes the
way to achieve your customer loyalty

As Figure 1 shows, customer loyalty can be achidgheaugh customer satisfaction.
First, we should capture customer information, theneate customer profile and segment
customers to key, high risk and others. As inforamaaibout customers increase through year
to year, we may create and then increase valuedaddée key customers, which, in the end,
can lead to customer loyalty. This model is studieanore detail in paper “A model for
evaluating the effectiveness of CRM using the baddnscorecard” by Jonghyeok Kim etc.
from Pohang University of Science and Technology [5
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Conclusion

To summarize, customer loyalty can be achievediutfirahe following actions:

- Appropriate response to customer request (suchuasber of frequency of
contents update , total cost for promotion, nundfenarketing campaign);

- Maximizing the effectiveness and efficiency of eptese operations (number of
average delivery time after order fulfilment, nuenlof response time to customer inquiry);

- Customizing products and services (detailed prothiotmation, timeliness sales
in popular product).
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