A. Communication is very important here. At the Queen’s theatre, a touring dance company
was carrying out a survey of its audience but hadn’t given the venue enough warning, nor
enough training to the usherettes. In addition, they didn’t always provide an address to send
the forms back to! Finally, they didn’t provide any feedback to the venue about the results,
though | think this would have been very helpful and appreciated. So it can work, but you
need to establish good communications between the company and the venue.

Q. We've had a lot of questionnaires back that have been very bitty and only partially filled
out. Do you have any advice about this?

A. If it's always the same questions that are not getting answered, they are probably either
unclearly phrased or too personal, or not the sort of information people want to provide.
Otherwise, | would also recommend that you check your questionnaire isn’t too long, and
think about adding more tick-box questions.

Q. What constitutes a reasonable number of responses?

A. Anything over 5 per cent is usually workable. Anything under this is not necessarily
analysable, but still it can be useful to read it.

Q. To what extent does market research feedback affect a marketing strategy?

A. It affects it all of the time. One piece of research we carried out provided the frequent
response that we should advertise every week in a particular newspaper. We already did —
so we stopped.

Q. You mentioned earlier that some groups of people fill out market research questionnaires
more frequently than others. Is there any way to balance this out?

A. Use focus groups for a wider perspective. Also try to find ways of encouraging under-
represented groups.

How to Build a Customer Relationship Management (CRM) Strategy

Katy Raines, DixonRaines

What is CRM?

CRM has three main characteristics:

* Time: it involves a long-term, rather than a short term, perspective and
develops relationships with customers over time;

* Retention/Loyalty: a focus on keeping customers rather than just finding them;

* Dialogue: CRM involves a two-way relationship, a shift away from one-off
sales ‘exchanges’ or ‘transactions’ with the customer to ongoing relationships.

CRM may be further characterised by comparing Transactional Marketing to the
Relationship Marketing/CRM approach:

Transaction Marketing Relationship Marketing

Focus on single sale Focus on customer retention
Orientation on product features Orientation on product benefits
Short time-scale Long time-scale

Little emphasis on customer service High customer service emphasis




Limited customer commitment High customer commitment

Moderate customer contact High customer contact

Quality is primarily a concern of production | Quality is the concern of all

So, for example focus on a single sale might lead box office staff to try to sell tickets for
‘Vagina Monologues’ to a family without warning them it was inappropriate for children,
whereas a CRM approach would forego the sale in the interests of a more honest
relationship. A focus on the features of a product shifts to emphasising the benefits: how a
product can change your life. Within the organisation, the difference could be illustrated by
whether you have short-term sales targets for each show or longer-term targets for customer
retention.

The benefits of a CRM approach

The main benefits of a CRM approach are that:
* Loyal and satisfied customers buy more;
* It costs less to keep a customer than find a new one;

* It plugs the hole in the ‘leaky bucket’ of customer retention.

The fact that loyal customers buy more is illustrated by the 80/20 rule (the Pareto principle),
i.e. that a small proportion of customers (20 per cent) contribute a disproportionate
percentage of profits (80 per cent).

It is generally reckoned that it is five times more expensive to acquire a customer than to
keep one. On that basis the following illustrates the benefit of a greater emphasis on
retaining customers:

Acquisition emphasis Retention emphasis
Acquire 6 customers £120 Acquire 3 customers | £60
Retain 5 customers £20 Retain 20 customers | £80
Total cost £140 Total cost £140
Total customers 11 Total customers 23

Even in the most effective companies, the ‘Leaky Bucket’ effect means an overall loss of
customers. Commercial sector averages suggest a 25 per cent average ‘attrition’ rate
(losing 25 per cent of customer base annually) and 75 per cent average ‘retention’ rate.

When CRM works best

CRM works best when:
» There are many opportunities to interact directly with the customer;
* A new customer feels they are joining a ‘community’ of buyers;

* You have a clearly defined and segmentable customer base.

All of the above fit the arts.

Different products can be characterized according to whether customer interaction (i.e. the
relationship with the company) is direct or indirect, and how frequent those interactions
occur. This is illustrated by the following matrix:



Customer interaction

Direct Indirect

Interaction frequency High | Banks (airlines)
Telecom | packaged goods
Retail drugs

(airlines)

Low Personal computers | Furniture

Cars

The best opportunity for making CRM work is in the upper left quadrant, i.e. when there is a
high frequency of direct interaction and this also characterises the arts. Airlines are
interesting because they have recently been moving from indirect to direct customer
interaction so that the intermediary of travel agent is becoming less important as more
people are booking direct with airlines such as Easyjet or Ryanair.

CRM also requires that you have a clearly segmentable customer base. You need to have
enough information about your customers to know spend and frequency of attendance so
that you can segment your customer base by profitability (although value to your
organisation can be expressed in a variety of other ways), as in the following chart:
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-'II. .1-
Gold
Least profitable
customers

The key to CRM is that you then address the different customers at each level appropriately
and according to their knowledge and understanding of your organisation.

When CRM doesn’t work

CRM fails more than it succeeds and more often than not the problem is in the
implementation. The things that can typically go wrong are:

» When the whole organisation isn’t focused on a customer orientation. In an



arts context this means that the customer orientation needs to extend beyond
the marketing department to include programming, and other functions;

* When you use one-way communication (stalking customers, not wooing
them!);

* When you measure the wrong things, e.g. by setting sales targets rather than
targets for customer frequency and retention;

* When it’s led by technology (get the thinking right first... CRM is more than
just a bit of software!);

* When you treat customers all the same (treat customers appropriately to their
needs and their value to the company and, for example, don’t mail inappropriate
print);

* Poor data manipulation (you must have accurate data and the ability to
segment it properly - one particular problem here is the tendency for duplicate
records to appear on a database.)

CRM and the arts

According to a survey carried out by Katy Raines in January 2005 with around thirty UK
performing arts organisations, on average, the organisations surveyed were retaining no
more than 35-40 per cent of their customers, which means they are losing almost two-thirds
of their audience annually. This is of particular concern if retained customers are worth
twice as much in ticket spend and the costs of acquiring new customers around five times
more.

The following table projects the loss of customers over an extended time period for different
rates of retention and suggests that using the average for organisations surveyed,
performing arts organisations would be suffering a very serious loss in terms of customers.

rate | yr yr 2 yrd yr 4 yr 5
Commercial average 3 | . . 3

(LK) F5% F5% 6% 42% 24'% 10%

70% | 70% | 49% | 34%| 17% 6%

65% | 65% | 42% |  27% | 12% 3%

60% | 60% 36% 22% 8% 2%

55% |  55% 30% 17% 5% 1%

50% | 50% 25% 13% 3% 0%

45% 45% 20% 9% 2% 0%

PAQ average 40% 40%, 16% 6% 1% 0%
35% 35% 12% 4% 1% 0%

30% 30% 9% 3% 0% 0%

The survey also found that two-thirds of customers were only coming once to the sampled
organisations, that they had a very small and loyal audience of regular attenders who were
worth nine times as much as the once-only attenders.

The averages for the arts organisation in the survey are illustrated in the following chart:
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Relatively small increases in customer retention can make a very significant improvement in
income, as illustrated in the following projection, where a 5 per cent increase in retention
would deliver the following increase in revenue:
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A CRM-led approach also has great benefits in terms of the potential for maximising
fundraising, because average gifts tend to be higher from more frequently attending
customers. The potential difference in income for a typical theatre becoming more CRM-led

is illustrated below:

Typical theatre

Once per
year

CRM-led theatre

£15.18* B+times per year ;’5'% £15.18
i

£7.93 2-4 times per £7.93

£4.76 Once per
year

£4.76

+ £50,000

“amounts based on resulis of typical large scale theatre with 50,000 active bookers

In this instance they have very limited potential for fundraising, as the most likely prospects



represent only 2 per cent of the audience base. Moving customers up the pyramid vastly
improves their overall income generation potential.

A joined up approach

The benefits of a CRM approach from both frequency of attendance and fundraising can be
maximised if a ‘joined-up’ approach is adopted. An example of this from my own work, as
director of marketing and development for a large-scale regional theatre is shown below.

By managing the relationships through marketing activity i.e. increasing frequency of
attendance, we were able to maximise our ticket income and ensure a solid base of
advocates for the organisation. Within 3 years we had moved from the brink of closure to
regularly being the top selling venue on many West End touring productions.

Secondly, by putting in place a membership scheme that encouraged progression, and with
clear incentives for retention, we doubled our Friends membership in only eighteen months.

Thirdly, which is really where a lot of this was leading, we had laid the groundwork for an
individual giving campaign, for which we used The Phone Room, and at the time we
grossed more income per customer than any other regional venue with which they had
worked.
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y (£5 per year)
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CRM implementation
The survey of arts organisations also looked at some of the reasons why levels of customer
retention were so low, which suggested four main reasons:

* Budgets and targets were short rather than long-term;

» Marketing budgets were primarily spent on acquisition;

» There were no appropriate measures for CRM;

* Direct marketing and communication were poorly executed.

Create your own basic CRM strategy

There are four main steps in creating your own basic CRM strategy:
* Know where you are now
* Identify where you can improve
* Decide how best to do it

* See if it's worked



Drawing together the various approaches discussed in the paper, that process can be
illustrated as follows:
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Have we achieved good CRM?

You know that you have a good CRM approach if:

» There is a good understanding and awareness of the purpose of CRM within
the organisation;

« Strategies are in place for developing customer loyalty;

« Effective and aligned measures are undertaken to measure the effectiveness
of CRM tactics;

» Communication is personal and customised;

 Appropriate data is collected and maintained and systems are in place to
support customer segmentation.



