CUSTOMER
LOYALTY
Why it’s more important
than ever, and how to
garner it
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In the subscription economy, customer loyalty is the X factor.
If you don’t have it, your revenues
will be stagnant at best. The math
for this is irrefutable, even if the best
practices for garnering loyalty aren’t
fully established.
In this e-book, understand the impact
of loyal customers who advocate for
you (as well as unhappy customers
who spread their toxic opinions).

Then explore the science behind
loyalty. It’s based on the same
reasons you always stop to buy a
lemonade from the kids selling it
on the sidewalk. Finally, join us in
the trenches as we provide specific
timing and ways to cultivate loyalty
and curate advocacy within your
customer base.
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Part I

THE VALUE
OF LOYALTY

C U S T O M E R L O YA LT Y

3

3

Once upon a time, in the world of
perpetual licenses and revenue
streams coming predominantly from
new logo acquisitions, pipelines
looked like this:

In today’s subscription economy,
existing customers represent 70+%
of total ARR, and have a significant
effect on revenue – both recurring
and new.
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Consider the impact a single unhappy
customer can have on revenue:

Unhappy customers talk, and can
lose you up to 16 other customers,
depending upon the volume of their
negativity.
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Now, consider the impact a vocal
loyalist can have on your revenue:

Happy customers also talk, but the
impact of their positive word of
mouth is typically 9X.
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The overall
swing between
a single unhappy
customer and a
single happy
customer can be
over

$5 MILLION!
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What about the
cumulative effects
of having more loyal
customers on an
organization’s Annual
Recurring Revenues?
Let’s look at two
scenarios contrasting
ARR:

With a steady 20 percent growth
rate and retaining 90 percent of its
customers, Company Grey is doing
well. This company likely has a good
customer retention program in place
and a well-heeled outbound marketing
strategy for customer acquisition.
Company Grey hits nearly $20 million
in ARR over the course of 10 years.
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Company Green, on the other hand,
has a well-chartered, enterprisewide customer success strategy and
is able to retain 100 percent of its
customers. It also has a 30 percent
growth rate due to inbound referrals
from existing loyal customers.
Because of this, Company Green
reaches more than $40 million in
ARR over the same 10 years.
6

To say that existing
customers are important
is an understatement.
Their impact can be
seen from both a single
customer level, and
through their collective
value to recurring revenue.
Because of the value
of loyal customers, a
more accurate depiction
of the sales process is
reflected in a funnel which
incorporates the retention,
growth and referrals of
existing customers:

An organization who’s acquisition, retention and growth strategies reflect this
funnel will likely garner greater customer loyalty. These strategies should be
based upon an understanding of what constitutes loyalty and the science behind.
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Part II

THE LOYAL
BRAIN
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Why do we stop and
buy from kids who
sell lemonade on the
sidewalk? It’s not
because we think their
lemonade is the best in
town, or that their prices
are right (in fact, many
typically tip more than
the actual advertised
cost). We buy because
it makes us happy
to patronize young,
energetic (and cute)
entrepreneurs. We are
loyal customers because
we like the kids, the
business model, and the
lemonade – in that order.
In short, It makes us feel
good to buy from them.
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This rationale for loyal patronage isn’t
unique to neighborhood lemonade
stands. There’s actually real science
behind it – neuroscience, in fact. Just
as we like to buy from children who
run sidewalk
lemonade
stands because
it makes us feel
good, so do
loyal customers
make their
decisions to
stay with a business because staying
makes them feel good.

When the brains of loyal vs.
dispassionate (or brand agnostic)
customers were studied by
neuroscientists as the customers
were asked to choose a place to
shop, it revealed that the striatum
of loyal customers “lit up” as
they made their selection. Their
dopamine (neurotransmitter that
helps control the brain’s reward and
pleasure centers) levels spiked. This
high activation showed that loyal
customers associated a greater
emotional benefit with choosing the
brand they know and are loyal to.

Customer Success Consultant,
Ed Powers, does a great job
discussing the science of loyalty.
Studies of loyal customers (to a
brand or a store) have shown that
the subconscious mind is extremely
powerful in decision-making.

Dopamine can be amassed, or held
in the background while we go about
our business. Then, when we are faced
with making a decision, we tap into
our memories, and if those memories
brought us pleasure (dopamine
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spikes), we are likely to make the
same choices, and enjoy the same
reward of dopamine. Essentially, the
more someone chooses the same
pleasurable experience (remains
loyal), the more regularly the striatum
will excite, making that choice more
likely again in the future.

It’s like loyal
customers just do
what they’ve been
“wired” to do –
stick around.
While we’d like to think that our
customers will purchase and
renew with us because we provide
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them with a proven value for their
investment, the truth is that those
calculations are secondary in the
reasons customers remain loyal.
It’s really the more disloyal customers
who will spend time analyzing their
ROIs and weighing the costs of
switching. Loyal customers already
want to stick around (for their
dopamine spike), so they just need to
continue to receive rewards for their
loyalty, and they will likely remain loyal.
Because it’s relatively easy for
customers to terminate subscription
contracts and switch to an alternative
vendor, we are obligated to
operationalize ways to preserve
their loyalty. This should be done
systematically and consistently.
Keep in mind that the customer
brain wants to be rewarded, and
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you (as the vendor) have the ability to design and deliver the experience to do
that. If systematically rewarding customers with dopamine spikes is the key to
preserving loyalty, then there ought to be a system in place to routinely cultivate
loyal customers through rewards. Such a systematic cultivation begins in the
sales relationship and continues for the life of the account. It’s designed to build
an affective commitment, or a positive emotional attachment in your customers.
And, it is based upon the principles of integrity, credibility, consistency, and
customer-centricity.
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Part III

CULTIVATING
LOYALTY
SYSTEMATICALLY

C U S T O M E R L O YA LT Y

13

13

Loyalty is Born
During the Sales Cycle:
Setting Expectations

Loyal customers are formed from
the moment they meet your
company – through your website,
a personal introduction, or another
inbound method. Consider how
much time prospects spend
getting to know your business and
offerings. While your primary goal
is to secure the account, a close
second should be to begin to build
a relationship that has sustainability
and forms the basis for loyalty.
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Positive experiences,
built upon integrity,
credibility and the
realistic setting of
expectations during
sales can help build
DOPAMINE levels,
which can be further
amassed post-sales.
Alternatively, if those values are not
ascribed to during sales, there will
never be any dopamine upon which
to garner loyalty during delivery.
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During the sales relationship,
loyalty can be sprouted by
focusing on core values:

Have Integrity
This is the basis upon which your
entire relationship rests – the root
system, if you will. People don’t
see integrity, but they do see the
manifestations of it. Integrity is the
alignment of your actions with your
principles, and stems from your core
values and beliefs. If you are in sales
and you don’t have integrity, you will
be challenged to set expectations
for customers that align with your
company’s vision, and loyalty will
not ensue. You may be able to
create a dopamine experience, but
the disappointment customers face
later will result in a dramatic drop
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in rewards, and disloyalty (and even
negative word of mouth) is likely.

Be Credible

Being credible is simply knowing your
stuff and representing it accurately.
Sales teams who know their solution
fully and are able to present the
features and functionality as viable
and real value-ads for their prospects
set their future customer and delivery
team up for real rewards. Credibility in
the sales process initiates a rewarding
experience where dopamine can
be released and later remembered.
and will likely experience reduced
dopamine levels.
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Set Expectations for
Advocacy During the
Negotiations
There are certain expectations that
are inherent in a business relationship,
such as the provision of services and
goods in exchange for payment.
In the interest of cultivating loyalty
in your future customer, it’s worth
taking the time to describe your
expectations of them during the
sales process. A negotiation and
proposal will include the goods,
services, support, etc. that you will
provide. Similarly, you should convey
what you expect of your customer
– that ultimately, if you deliver on
your promises, they will not just pay
their invoices, but also become an
advocate for you.
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Note: You have to earn the right to set
this expectation. This should only be
done once your prospect has affirmed
that you are their preferred vendor.

Be specific as you lay out what
advocacy entails (i.e. use of their
logo in your marketing, quotes
to use on your website and sales
collateral, referrals, references, etc.)
Remember that this is a business
relationship, and these expectations
are a normal part of doing business. If
the sales team candidly frames these
expectations clearly during the sales
process, it makes it much easier for
the delivery team to ask for them
down the road.
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Loyalty Evolves
During Delivery:
Meeting Expectations

Once a prospect becomes a
customer, loyalty bolstering takes
on a new look. It still hinges upon
the psychology of loyalty, but now
focuses on meeting expectations.
Doing this consistently will form the
basis for a loyal customer, who is
likely to serve as an advocate.
Using technology to help you track
the delivery of these expectations is
also extremely helpful.
A word about technology: tracking
the delivery of expectations is a
critical part of assessing how well
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you’re doing at cultivating loyalty.
The right technology helps you track
your processes and the outcomes
of those processes. This information
is extremely valuable when trying
to garner advocacy from your
customers.
Some basic guidelines for loyalty
cultivation include:

Be Consistent
Don’t take your customer on
emotional and business roller coaster
rides. Although Customer Success
Management requires agility, within
each sprint with your customer, you
should capture what their expected
outcomes are and deliver as you say
you will.
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Knowing your
customer lifecycle,
and delivering
and managing the
customer relationship
around it is a great way
to remain consistent.
Reliability and consistency are traits
that have lasting and permanent
impacts on relationships. 		

Help your customer shine
You know what your customer wants
to achieve using your solution.
When you are able to facilitate
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those achievements, and make them
successful at their own job, you will
reap loyalty benefits.

Not only will they be grateful that
you’ve helped them do their job
better, but you will also provide
them with additional confidence
(think dopamine spike). Whether
overtly or subconsciously, a customer
who shines as a result of you and/
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or your solution will attribute their
success in part to you. And, when that
happens, they are sure to grow in their
commitment – and loyalty.

• Communicate a plan for making
sure it doesn’t happen again.

Recover from your mistakes
with integrity
Slip-ups are inevitable. Whether it is
a failure to meet a KPI or it’s just a
miscommunication about timing for
a scheduled meeting, these things
happen. While a mistake can disrupt
progress, it doesn’t have to be a
deterrent in garnering loyalty. Most
people (customers) will forgive a
mistake if you:

• Take responsibility for your role
in the slip-up

• Clean up your mess
(and do so quickly)
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If you are able to do those three
things, you will likely gain credibility
with your customer, and that leads to
trust, which is core to loyalty.
The right technology to manage your
relationship with your customer will
help you easily identify and rectify
mistakes, and also document the
recovery. Having this information at
hand is helpful in conducting reviews
with customers down the road.
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Treat your customers like
trusted advisors
People value being heard. Ask
your customer for their opinions
and insights.

Give them
the opportunity
to be your
advisor.

If you serve a variety of industries,
your customers most likely have
more expertise than you do, and you
C U S T O M E R L O YA LT Y

want their input on how your solution
functions within their industry. So,
consult with them for their expertise,
and then provide them feedback on
how you’ve incorporated their advice.
For example, if you have made
product enhancements as a result of
a customer’s input, track their advice
and your response, and show that to
them so they know you are listening
and that they have influenced you.
By doing this, they feel valued and
more invested in the relationship.
(FEEL THE dopamine SPIKE!)

Don’t be afraid to share
insights from other
customer relationships
You have a broad perspective on
how your solution works, and should
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share that perspective with your
customers when you can. If you
can diplomatically share insights
and thought leadership that you’ve
gleaned through a relationship
with another customer without
endangering any confidentiality, do
it. Customers like to be benchmarked
against others, and they will feel as
though they are being given a boost
when they perceive they’re getting
“intelligence” from outside their own
business. This isn’t merely competitive
intel. It’s strategic assistance.

Don’t diminish the
value your broad
perspective plays.
Consider it a “reward” you can give
your customer.
C U S T O M E R L O YA LT Y

Be Interested
You’ve heard the adage that the most
interesting people are interested?
It’s certainly true in the cultivation
of customer loyalty. Keeping up on
our customers
by using
built-in alerts
(i.e. Google,
LinkedIn, etc.)
to let us know
when they (the
business and
the individuals
within the
account) are
mentioned in
the news or
post something,
we have the
ability to remain interested.
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It is both appropriate and beneficial
to comment. This lets them know
that you are interested enough to
pay attention to them. It is also
loyalty-building to suggest ways
that your solution can assist them in
solving a problem they’ve posted for
discussion, especially if they may not
have thought of it before.

Incorporating these simple guidelines
into your customer engagement
will surely garner loyalty - as long
as you’ve begun the relationship
on a credible and trustworthy level.
Consider the alternative. If you find
yourself struggling to justify your
solution to your customers, you may
find that the relationship isn’t built on
integrity, credibility and realism.

Once you’ve systematically planned to cultivate loyalty in your customer base,
you can begin to develop advocacy. Advocacy is when your loyal customer is
willing to be vocal on your behalf (i.e.quotes for your website, crowdsourcing
reviews, references, or referrals).
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Part IV

FROM LOYALTY
TO ADVOCACY
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Turning your loyal customers
into vocal advocates isn’t
rocket science. It’s business!

The Loyalty Bank

If you’ve generated ample dopamine
levels by consistently setting and
meeting expectations throughout the
sales cycle, and demonstrated value
to your customers, you are ready
to turn your loyal customers into
advocates for you. How?

The concept of a Loyalty Bank is a
method of tracking things that you’ve
done for your customer (deposits)
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and things that you can then ask of
your customer (withdrawals).
You cannot make a withdrawal if you
don’t have a positive balance. For
example, establishing trust during
sales and then meeting expectations
in providing first value to your
customers help to accrue a balance in
your Loyalty Bank. Asking for quotes
to use on your website would be a
withdrawal from the bank.
For the Loyalty Bank approach to
work, you need a formula for defining
deposits and withdrawals and a good
accounting system. How much value

do you ascribe to your own good
business practices, and how much is
an affirming review of your solution
worth to you? Your bank may be
comprised of a simple “tick system”.
For example, you may give yourself
a tick each time you have a positive
touchpoint with your customer, or
“like” one of their social media posts. A
supportive comment to a post or blog
may warrant multiple “ticks”. Once
you’ve amassed a level of “ticks” that
you determine equates to a degree
of loyalty, you may feel comfortable
asking for something of your customer
– a quote, a review, a reference.

LOYALTY INDEX
It’s important to be realistic in ascribing appropriate values to deposits and withdrawals. For this you will
need an index to measure the value of activities. A comment is worth far less than a CSM’s extra time
devoted to helping a customer resolve an issue. How much is a social media “like” worth verse showing
the customer where they had direct influence on your product? On the flip side, what is a referral worth?
Spending some time to develop your values and index them for your Loyalty Bank will give the system the
most validity.
C U S T O M E R L O YA LT Y
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Remember that all the work you
do for a customer impacts the
relationship. Don’t diminish the value
of the simple things you’ve done to
keep your customer engaged.

Your engagement
has yielded their
engagement.
Do ascribe value (deposits) to
the ongoing work you’ve done to
preserve this relationship. These
relationship “deposits” can (and
should) be tracked in the technology/
platform you are using to manage
your customer relationships.
There are certainly more advanced
ways of doing this. Whether you
create formulas in Excel or build
C U S T O M E R L O YA LT Y

engagement models within your
Customer Success platform, your
Loyalty Bank should:

• track deposits and withdrawals
• be built upon a loyalty index
which includes assigned values
to behaviors and activities
(whether they are deposits or
withdrawals)

Loyalty Programs
Just as B2C businesses like
Starbucks have loyalty programs,
B2B businesses can, and should,
have them as well. Loyalty programs
work in conjunction with your
Loyalty Bank, and include prescribed
activities and rewards that are fully
communicated to your customer.
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LOYALTY
CARD
1

2

3

4

5

Your Loyalty Program is
your way of incentivizing
your customer for their
loyalty. It’s your gift
to your customer.
For example, you may blatantly
reward a G2 Crowd review by
sending your customer a gift card.
Or you may offer conference tickets
to customers when they serve as a
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reference for a prospect. These things
should be clearly outlined in your
program and shared with your customer.
Some customers will advocate (through
a review or a quote) because of the
rewards you’ve put in place through
your loyalty program, while others will
do it simply because you’ve managed to
amass enough dopamine in them that
they are happy to do it.
Your Loyalty program is fully transparent
to your customer. The Loyalty Index you
use to determine the value of deposits
and withdrawals will likely incorporate
additional activities and data that you
deem valuable – such as NPS scores,
affirmations during review meetings,
healthscores, etc. These are not things
that you want to account for in your
Loyalty Bank.
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Now just ask
Let’s go back to where we started –
loyal customers are worth a lot. We
looked at the math. Through positive
word of mouth,

a single loyal customer
can be worth more than
$2 million - IF they say
something.
If a customer is loyal, but never
advocates for you, they are merely
a good customer who pays their
invoices. Their value to you can only
happen if they speak up. You may
want to believe they will do this on
their own, but the truth is they’ve got
their own businesses to run.
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For a customer to become an
advocate, they must be asked.
Asking for advocacy is not the hard
part. If you’ve done all the heavy
lifting to make a loyal customer,
asking is simply transactional.
You’ve set expectations that you
will ask. You’ve met expectations to
deliver value. Your account balance
is positive – enough to handle a
withdrawal. Your customer is loaded
up with dopamine.
Now, you simply cash in on the
loyalty you’ve established.
Some simple guidelines for making
an ask for advocacy are:

• Be sure you have enough credits in
your Loyalty Bank
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Don’t ask them for a quote right after
you’ve signed a contract. You don’t
have enough credits.
Don’t ask for a reference when you
haven’t proven your referenceability.

For example, “We appreciate the
relationship we’ve built with you…”
or “You have become valued partners
with us…” are reasonable ways to
frame the ask.

• Timing is everything, so be sure you

• Give them something in return

Asking for advocacy should not be
done around the timing of your own
needs. Just because you want them
to do something doesn’t mean they
are ready to do it. Be aware of where
your customer is in the lifecycle
and ask them when they have fully
adopted your solution

In the end, asking for advocacy should
not be an emotional transaction. It is
simply a matter of business. That said,
cashing in on loyalty does require that
you’ve done the work ahead of time,
and then the ask is quite simple.

are not dealing with their needs
when you ask

Consider how you can provide them
a quick pearl of strategy or a better
understanding. A little nugget of
value goes a long way.

• Consider framing the ask with

some loyalty language of your own

C U S T O M E R L O YA LT Y

29

Customer Advocacy is the linchpin to increasing recurring revenues. It begins
with establishing loyalty, and then capitalizing on that loyalty to inspire
advocacy. One of the obstacles businesses face in garnering loyalty from the
start is not having a single, consolidated view of their customers across their
organization. The Bolstra Customer Engagement Platform helps businesses
bolster customer advocacy by having this single view through which all
business units can collaborate and deliver their branded experience.

Learn more about how to begin garnering greater loyalty among
your customers by speaking to a member of our Customer
Advocacy team for a complimentary loyalty review.
LET'S TALK
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