YOUR BEST CUSTOMERS: 

HOW TO FIND AND INFLUENCE THEM
How times change. Not so very long ago, card marketers were judged by how many new accounts they generated. No-one checked whether they were profitable, or how long they stayed on the books. Bringing them in through the front door was enough – and if they did nothing while they were with us, or left through the back door not long after they’d arrived, well, we had quite enough to do getting them in the first place.

Those days have gone. 

Today’s smart marketers know, first, that not all customers are profitable: experience suggests that many card portfolios roughly follow the 80/20 rule – that is, that 20% of account holders generate 80% of the profit. (One study even found that 15% of customers generated 110% of portfolio profit). Second, they understand that it’s cheaper to hang on to an existing customer than to acquire a new one. Best practice now focusses scarce marketing resources on: 

· Attracting customers who are likely to be profitable

· Encouraging profitable account usage

· Targetting retention efforts only on profitable customers

But profitable isn’t simply a question of counting the dollars and cents. Hand in hand with quantity of earnings must go quality of earnings. Opinion leaders in the card industry are coming around to the view that it’s better to have a stable flow of income from loyal, financially secure customers than a high but erratic flow from cardholders who are likely to be tempted away by the next zero rate balance transfer offer. Hence the renewed interest in prime and super prime offerings – cards targetted at the mass affluent. Why? The numbers tell the story: according to the Nilson Report, in the US, premium cards make up only 1.5% of consumer credit cards, but account for 20% of spending. Average annual charges run at eight times the $3,400 spend on mass cards.
Unfortunately, like many good things, focussing on the most valuable customers is simpler to say than to do. Just to start with, it means being able to define and calculate profitability right down to account level – and then make the results available to users as diverse as marketers planning future campaigns, and Retention Units dealing with customers in real time. Systems to accomplish this are available from specialist software providers, but they are totally dependent on data that is comprehensive, accurate and available.  They also need to be fully and carefully integrated into user workflows. The difficulty and expense of making all this happen should not be under-estimated.

The results, however, are formidable. With these tools, the marketer can identify, not only who his most valuable customers are, but how they behave and where to find them. Best of all, knowing where to find them, he can talk to them, and understand what they value, and what influences them to buy or use this card rather than that. And in this area there has lately been a good deal of controversy. Most recently, a survey conducted for Catalina Marketing suggested that customers rank price higher than any other element of the marketing mix. (Marketing Week, 17 March 2006). 


Now, these surveys arrive as regularly as day follows night. But they rarely tell the same story. The reason for the conflicting responses? It’s simple: different types of consumer want different things. As a sweeping generalisation, the more affluent customer prefers to be wooed with aspirational, lifestyle benefits, while the less well-off will be looking to make the housekeeping budget go further.

Beyond this comes another layer of complexity: even the better-off don’t all want the same thing. Frequent travellers set a high store on comfort during a trip, while golf enthusiasts will be delighted at a chance to play a prestigious course. The lesson is that diversity and responsiveness to customer needs have to be structured right into today’s successful programmes.

To sum up: All customers are not equal. It makes sense to concentrate limited resources on the best ones. A growing consensus agrees that “best” means profits that are stable as well as substantial. In the emerging flight to quality, the marketing advantage, as always, will go to those issuers who give their customers what they want. 
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