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	1. Give short answers for the following questions: (16) 
I. Discuss pros and cons of loyalty scheme. 

The majority of people have at least one loyalty card in their wallet/smartphone, and it seems that loyalty programs are more and more present with every type of restaurant and shop trying to encourage customers to shop with them more and more often.
There are a number of types of scheme including frequency programmes, points and cash back and there are pros and cons behind these three types of loyalty programmes:
Frequency Program
This is a easy scheme that encourages customers to visit and buy more frequently and offers an incentive after a number of visits, for example buy 9 nights in a hotel and get the 10th free.  There are pros and cons to this system even though it is popular:
Pros:
· Simplistic and easy for customers to understand.
· Low cost to administer.
· Can easily set up tiers that reward for increasing levels of purchase behavior.
Cons:
· Relatively easy for customers to cheat the system if using a card stamp.
· Its simplicity in some cases is where the scheme falls down as there is a lack of customer information, therefore restricting the marketing of future products and services in a targeted manner.
Points Program
Points programmes are a really popular loyalty scheme and are used across a wide range of businesses and services.  These loyalty schemes have points associated with the spend and these can be turned into a tangible cash equivalent that can be spent within the business.  A good example is the Boots loyalty scheme which offers customer points based on spend that translates into a cashable sum to be spent in store.
Pros:
· Simple to understand for customers—a set number of points associated with each pound spent.
· Can be tiered for customers to gain even greater rewards by offering increased levels of points for bigger purchases.
· It’s consistent, what you spend equals the points you get.
Cons:
· Takes longer for customers to receive rewards as the value builds up over a period of time.
· Maintaining the program can be onerous as the company needs a system to link spend to customer’s accounts, track points and remind customers of how much they have to spend.
Cash Back Program
The cash back or rebate program is another type of scheme that is popular as customers earn money back from previous purchase behavior that they can then spend on future purchases.
Pros:
· Customers love the idea of generating cash, and this type of scheme is a great way to encourage customers to use the business more often
· Very simple to understand, customers spend X, get Y back.
Cons:
· Cash back rates are usually low so it takes a while for users to build a reward worth spending.
· If customers use the service infrequently, the programme may have less appeal to them.



II. What is SWOT analysis? How it is performed? 

SWOT Analysis is a useful tool to enable a high level understanding of the Strengths and Weaknesses, and to identify the Opportunities open to the business and the Threats faced.
SWOT can be a powerful tool with a little thought as it can help uncover opportunities that can be exploited.  Furthermore by understanding the weaknesses of the business, it enables threats tp be identified and managed effectively.
The strengths and weaknesses are often internal to the business, whilst opportunities and threats generally relate to external factors. To utilise the tool it is useful for businesses to brainstorm and answer the following questions:
Strengths
· What advantages does the business have?
· What do it do better than anyone else?
· What do people in your market see as the strengths of the business?
· What is the businesses Unique Selling Point (USP)
It is wise when looking at the strengths that the business considers its strengths from both an internal perspective, and from the point of view of its customers and people within market.
Weaknesses
· What could be improved?
· What should be avoided?
· What are people in the market likely to see as weaknesses?
· What factors result in lost business?
It is wise to consider this from an internal and external perspective to identify if other people perceive weaknesses that the business doesn’t see? Furthermore are competitors doing any better?
It's wise to be realistic and face any unpleasant truths as soon as possible.
Opportunities
· What good opportunities can be spotted?
· What interesting trends is the business aware of?
Useful opportunities can include:
· Changes in technology and markets. 
· Changes in government policy.
· Changes in population profiles and lifestyle changes.
Threats
· What obstacles are faced by the business?
· What are your competitors doing differently?
· Are specifications for your industry, products or services changing?
· Are innovative approaches to technology threatening your position?
· Does the business have bad debt or cash-flow problems?
Where a business is using SWOT as a serious tool, it is essential that it is used in a rigorous way.  SWOT analysis is useful to help the business focus on its strengths and minimise threats and provide a focus on taking advantage of opportunities.

III. What is strategic CRM?

Strategic customer relationship management (CRM) enables a business to enhance their knowledge about customers and utilise this knowledge to improve and customise interactions/communications with customers in order to maintain a long-term relationship.
Strategic CRM involves almost all the departments of the business therefore it is imperative to get support and utilise feedback while determining strategies. Once a commitment from departments across the business is secured it is important to establish a project team made up from experienced people from across the business.  These people will make decisions about the process and communicate these details along with the benefits across their teams.  It is important that a cross section of individuals at all levels is involved to ensure all aspects are addressed effectively.  Strategic CRM should always focus on the actual requirements of the business.  It is important that everyone understands what is expected, the outcomes and impacts of their role and actions.  They must also understand the benefits and how the outcomes can support continuous improvement and drive forward the business.
 
IV. Define customer satisfaction.

Customer satisfaction is the process of identifying whether or not a company's customers are happy or satisfied with the quality of products or level of service received.  This can be conducted face to face, over the phone, via email or web, or using paper forms. The customer will be requested to respond to a series of questions that are analysed to determine whether or not the service or product should be reviewed and changes implemented to improve the business and subsequently increase the overall satisfaction of customers.
 
V. How would you differentiate between ‘supplier loyalty’ and ‘De- Loyalty?’ 

Supplier loyalty: As every business is dependent on its suppliers, it is important that they are part of the strategic plan and are involved in the ongoing development of quality goods and services.  Once the business has sourced reliable and good suppliers, it is important that they build good relationships built on trust to ensure they buy in to the ethos and strategic direction of the business.
Suppliers can have a massive impact on the business including: 
· Quality: Components can affect the quality of a product in a positive or negative way. The higher the quality the higher the customer satisfaction in theory, which adds to the profit and reputation.
· Timeliness: of deliveries is crucial and will have a massive impact on how customers view reliability. 
· Competitiveness: can give the business an edge on their competition based on areas such as pricing, quality, reliability, and knowledge of industry trends.
· Innovation: Suppliers can work in conjunction with the business and make major contributions to your new product development to ensure they remain in front of the competition. 
Whilst it is important to have valuable and reliable suppliers working with the business it is still important that the business drives the relationship in terms of quality and price in order to remain competitive.  
Supplier De-loyalty: can relate to the time when a business needs to replace a supplier because they have outgrown them and they can't perform to the requirements of the business in terms of quality, reliability and pricing. Prior to moving away from a supplier it is important that all avenues to keep them on board have been exhausted before dropping them.
In terms of risk and business continuity it is not practical to rely on one supplier. If that supplier fails the business is vulnerable and therefore it is prudent to have a second or multiple suppliers who can be used. 
[bookmark: _GoBack]
VI. Why companies want long term relationships with customers?
In today’s ever changing environment and increased choice to products and services either through face to face purchases, online and mail order it is now more important than ever to build a strong relationship with customers and clients. Creating relationships and engaging with customers enables businesses to learn about their needs and tailor products and services to meet these.  There are a number of ways to capture this information or data ranging from utilising CRM through to loyalty cards that will track their spend and target marketing to similar products and services.
For any business having loyal customers is crucial as they will ensure repeat business and refer the business to family and friends which has an impact on brand awareness.  Retaining customers over a period of time entails developing the relationship and this means trust and loyalty are in place.
Loyal customers are great advocates for the business as they will make recommendations and tend to be less price sensitive predominantly as their loyalty outweighs the price differential and they are easier to target with new product lines or services. 
Referred prospective customers that have come directly via a loyal customer are quite often less price sensitive too, however, they are likely to have high expectations of service levels and will be expecting excellence.
 
VII. What is customer loyalty? 
Customers make decisions about when and where they spend their time and money on a daily basis. They may be some who are buyers between 9 and 5, but many consumers want the choice to buy 24/7.  Either way the seller or business needs to make their product or service offering is the preferred choice of customers. They do this by building customer loyalty.
Loyalty is more than just a behavior or attitude it is ensuring that customers come back time and time to make repeat purchases or visits.
In essence customer loyalty can be defined as  tendency to favor one brand over all others based on their satisfaction with the product or service, the performance, or even their familiarity and comfort with that brand.  
VIII. What is behavioural loyalty? 

Behavioural loyalty is measurable by transactions: a customer is loyal if they buy repeatedly
When an individual shops at the same place regularly there are perceived as being “behaviorally” loyal, whilst a person who tells others how great a product is, or simply feels really positive about the brand him or herself internally, is “attitudinally” loyal. 
Whilst some of these behavioural customers may shop at the same place because they have no other choice, or where the costs of shopping elsewhere just aren’t worth the effort, these are counterbalanced with the individuals who love a particular business and rave about it to family and friends.
Behavioural loyalty is crucial to a business because it means customers are buying their products or services, and without this buying there are no revenues and consequently no profit. 

2. What is a seven stage customer journey from suspect status to advocate status? (7) 

The majority of businesses want to maximise sales, however more importantly for the business are those people who will promote the business to friends and family and return time and again.  In terms of the customer journey and loyalty ladder these are known as Evangelists, they will shout the praises of the business from the roof top and help in building an ever-expanding loyal customer base, all for free.
The key is to determine how to turn your customers into evangelists? It is not an automatic process, you need to ensure the systems and processes are in place to make the customer experience excellent. 
This is where the Ladder of Loyalty supports by setting out a customer categorisation with seven levels. As a business start with the people who may be your potential customers and keeping them engaged with your good products and excellent customer service, the business is increasing their level of loyalty eventually becoming an evangelist for the business.
The different levels of the ladder of loyalty are:
1: Suspect:  include those customers who may possibly buy the products or services. The business “suspect” they might buy; but do not know enough yet to be sure.
2: Prospect:  is someone who requires a product or service and has the ability to purchase even though they haven’t already bought from the business.  They may have heard about the business or been recommended by an existing customer.
3: Disqualified Prospect: have learned enough about the products or services to recognise that they are not suitable and therefore the business may decide not to target them.
4: First-Time Customer: are those who have purchased from the business once. It is highly likely that although they are customers of the business they will still be customers of a competitor as well.
5: Repeat Customers: have purchased from the business twice or more. They may have bought the same product twice or bought two different products or services on two or more occasions. They will buy from you however, they will also buy from competitors. 
6: Loyal Customer or Client:  will buy from the business rather than anyone else. There is an ongoing relationship that makes them resistant to the pull of the competition. 
7: Advocate:  An advocate buys everything the business sells and makes regular purchases. Furthermore, an advocate will promote and encourage others to buy from the business. An advocate will talk about the business, which in effect does the marketing for the business and will bring new customers. 

3. How an ongoing business relationship can be developed with the customers? (7) 

Developing customer relations is a continuous process utilising knowledge and two way communication to develop this and ensure a lasting relationship resulting in continued purchasing of goods and services. 
By developing relationships and remaining in contact with people who are repeat and loyal customers can benefit your business as they are likely to talk about the products or services to family and friends and recommend the business.  There needs to be a targeted approach to developing these relationships and they should be nurtured to ensure these customers continue to be loyal.  This can be done through offering incentives and rewards for recommendations and repeat purchases, offering the opportunity to test new products and ultimately continue to look after these customers through excellent customer service and knowledge.  To achieve this communication is key and to this end sending nice letters or emails thanking them for their business, remembering key events like birthdays etc.
It is important to ensure any communication ensures the business is in their mind if and when they want to make a purchase of goods or services therefore it is important to use the intelligence you gather at the point of sale to incorporate into messages.  Loyalty cards are excellent in targeting customers based on previous purchases and by offering inducements it is highly likely customers will purchase new products or services based on marketing ad communications. Rewarding loyal customers will reap rewards for the business as they will continue to be loyal and become an advocate for the business. 
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