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share of business that customers allocate to their brands. In fact, 65 per-
cent of companies have a senior executive in charge of their company’s
customer experience efforts.23 And to help these companies, an entire
industry has developed to maximize the customer experience at all points
of contact within a company.24 The result is that companies spend billions
of dollars each year to improve the customer experience.

To ensure that these efforts are positively affecting customer loyalty,
most CMOsmeasure andmanage customers’ satisfaction and recommend
intention levels (see Figure 1.1). In fact, marketing executives frequently
rank customer satisfaction as their number one priority.25 Why? Because
managers believe that spending on the customer experience results in the
following chain of effects: customer experience → customer satisfaction
→ share of wallet.

Unfortunately, it doesn’t work out that way. Although the goal is
admirable and the focus on the customer experience is imperative, man-
agers are unable to connect their efforts to improve the customer loy-
alty metrics that they track with business growth. Spending more money
on the customer experience often doesn’t result in happier customers.27
Probably more critical for managers, improved satisfaction rarely leads to
improved market share.

To find out why, we undertook an intensive investigation into
the relationship between satisfaction and business outcomes. Our

FIGURE 1.1 Customer Loyalty Metrics Tracked by CMOs26
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FIGURE 1.2 A Comparison of Net Promoter Score and the American
Customer Satisfaction Index Using Net Promoter Data from the Book The
Ultimate Question
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FIGURE 1.3 The Relationship between Satisfaction and Market Share Is
Often Negative
Satisfaction levels from the American Customer Satisfaction Index

consistent last place satisfaction levels among the big three, however,
McDonald’s has by far the largest market share (see Figure 1.3).

The story is similar in retail. Since 2007, Walmart has recorded the
lowest customer satisfaction scores of all discount retailers tracked by the
ACSI. Target, Sears, and JCPenney all consistently outperform Walmart
on customer satisfaction year after year. Despite low relative satisfaction
levels, however, Walmart has a dominant market share. In fact, outside of
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FIGURE 1.4 Mass Market Brands versus Niche Brands
Mass market brands have lower satisfaction scores than niche brands. They also
have a wider dispersion of customers—and as a result, many don’t receive their
ideal offer. Niche brands must appeal to a small, more homogeneous group to
survive.

All of us have also experienced another common cause of the nega-
tive relationship between satisfaction and market share in some industries.
Specifically, busy places often mean more headaches. Virtually all of us
have been to stores where the lines were so long that you could feel yourself
age while waiting to pay for your items and leave. As a result, large retail-
ers often see a negative relationship between their stores’ sales and their
corresponding satisfaction levels (see Figure 1.5). Of course, no manager
recommends reducing the number of customers who come into the store
to improve satisfaction. Unfortunately for these high-sales store managers,
their stores are typically expected to achieve the same satisfaction levels as
their less busy sister stores.

Given that brands with larger market share are likely to have lower
satisfaction than smaller brands, how exactly are managers to compare
their performance vis-à-vis competition? In our own experience, managers
of some the world’s largest brands often benchmark their performance
against the highest satisfaction brands in the category despite the fact that
their share is often significantly smaller. Moreover, senior executives tend
to view these levels as attainable targets for their own firms given that they
were achieved by a competitor.
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FIGURE 1.5 For Many Retailers, the Relationship between Store-Level
Satisfaction and Revenue Is Negative
Each point in the chart represents an individual store within a particular brand.
The y-axis shows the revenue for a particular store, and the x-axis shows its
corresponding satisfaction level. A negative correlation in this case indicates that
store size (based on revenue) and satisfaction are negatively related—in other
words, higher revenue is associated with lower satisfaction.

Consultants often go even farther down this path. It is virtually
impossible for managers to go through their employment histories
without hearing a management guru expound on how their brands
should be more like the great but niche brands of Harley Davidson,
Disney, Cirque du Soleil, and so on. The underlying argument is that
customer expectations are set not only by the performance of direct
competitors but by all firms with which customers conduct business.
Although there may be a grain of truth to this argument, most of the time
it is not managerially relevant. It is good to learn from the experiences of
other firms, but setting target satisfaction levels based on the performance
of niche players isn’t just unrealistic; it’s a bad business decision. If the
goal is market share, pursuing the highest satisfaction levels is not a
compatible strategy!

Satisfaction ≠ Share of Wallet

When is the ultimate customer-service-measurement number
not enough? That’s what Jiffy Lube asked recently when the
company discovered that its Net Promoter Scores—a popular
customer-service metric known as the “one number you need
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the relationship is this weak, there is no reliable way to predict financial
outcomes from improving satisfaction and NPS.

Most managers don’t want to accept this reality. In fact, we are often
challenged by managers on this. Fortunately for us, it is very easy for man-
agers to see this for themselves using simple spreadsheet software such as
Microsoft Excel.

If your firm is collecting satisfaction and/or NPS data, simply create
a spreadsheet containing customers’ satisfaction and share of wallet data.
Specifically, input customers’ satisfaction ratings (or NPS classifications)
for your firm or brand in one column and their share of wallet in another
(see Figure 1.6). Now all you have to do is determine how much of the

FIGURE 1.6 It Is Easy to Prove that Satisfaction and NPS Are Very Weak
Predictors of Share of Wallet
It is easy for managers to see for themselves that the correlation between
satisfaction/NPS and share of wallet is very weak by using simple spreadsheet
software such as Microsoft Excel. Simply input customers’ satisfaction (or NPS)
levels for your firm or brand in one column, and their corresponding share of
category spending (share of wallet) in another column. Then compute the
R-square, the squared correlation coefficient. The percentage of variance
explained (i.e., R-square) is almost always less than 5 percent and is typically
around 1 percent.
Note 1: In Microsoft Excel the formula for calculating R-square is
=RSQ(column1,column2). Columns 1 and 2 correspond to customers’ satisfaction
and share of wallet levels—when computing R-square it does not matter whether
satisfaction is column 1 or column 2 in the Microsoft Excel formula.
Note 2: If you are using the Net Promoter Score, simply input “3” for Promoters,
“2” for Passives, and “1” for Detractors.
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FIGURE 1.7 Examples of Reported Higher Average Spending levels for one
group versus another based on satisfaction, Net Promoter Score, and liking
levels

FIGURE 1.8 Averages Can Be Misleading because Positive and Negative
Values Cancel Out
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FIGURE 1.9 Averages Based on Satisfaction and NPS Levels Do Not
Accurately Reflect Spending Differences by Individuals within Each Group

The customer-level relationship between your metric of choice (e.g.,
satisfaction, recommend intention, NPS classifications of promoter, pas-
sive, or detractor) and share of wallet must first strongly link before you
can aggregate the data. If this is not the case, the use of aggregate-level
data will most likely result in what researchers call the ecological fallacy.46
Specifically, an aggregate-level correlation is incorrectly assumed to apply
at the individual level.

An overly simplified example should help demonstrate the problem
of the ecological fallacy. In 2011, National Geographic produced a video
designed to show the world’s most “typical” person.47 What National Geo-
graphic found is that the typical person is a 28-year-old Chinese man who
makes less than $12,000 per year and has a cell phone but not a bank
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FIGURE 1.10 Walmart Performed Consistently Well during the Recession of
2008 While Most Retailers Saw Sales Declines

its rival Target, saw significant same-store sales declines over this same
period (see Figure 1.10).

With competitors reeling from the recession, Walmart embarked on
a new initiative to “crush the competition,” to quote Time magazine.48
Dubbed Project Impact, it represented a dramatic remodeling initiative
designed to improve the customer experience based on extensive customer
feedback. Despite consistent sales performance over time, the one area in
which Walmart significantly lagged its competitors was customer satisfac-
tion. Project Impact was going to change that and crush the competition
in the process.

As a result, the familiar pallets in the aisles stacked high with items
disappeared. Displays at the ends of aisles were reduced. And the dizzying
array of merchandise jammed on the shelves was streamlined so as not to
overwhelm customers.

The good news was that it had a very positive effect on customers’
perceptions of shopping at Walmart. In fact, Walmart reported that
because of Project Impact, customer satisfaction jumped to an all-time
high.49

Unfortunately, the launch of Project Impact resulted in the one
of the longest same-store sales declines in the company’s history (see
Figure 1.11). Higher customer satisfaction actually resulted in customers
allocating a lower share of their spending to Walmart.
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FIGURE 1.11 The Launch of Project Impact Began One of the Longest Same
Store Sales Declines in Walmart’s History

To be clear, the problem wasn’t that customers stopped shopping
at Walmart. “The customer, for the most part, is still in the store shop-
ping,” observes Charles Holley, Walmart’s Chief Financial Officer, “but
they started doing some more shopping elsewhere.”50

Moreover, the loss in sales was not the result of a bad economy.
Competitors like Target and Dollar Stores enjoyed strong same-store sales
growth during this same time period.51

The reason for the decline in sales rested squarely on the rollout
of Project Impact.52 The effort cost Walmart $2 billion—enough rev-
enue to qualify as a Fortune 1000 company. The executive behind Project
Impact is now an ex-Walmart employee, and his team has been effectively
disbanded.53

Project Impact shows the danger of focusing on improving customer
satisfaction absent a strong linkage to customer spending. To quote
William S. Simon, CEO of Walmart’s U.S. division, “They loved the
experience. They just bought less. And that generally is not a good long-
term strategy.”
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implications for companies. If rank and share are linked, then this means
that companies are unlikely to make significant gains in market share by
inching their way up the market share curve. Because a particular rank
is associated with a particular market share, this implies that to signif-
icantly gain share, a firm needs to occupy a different rank vis-à-vis its
competitors.

Putting It Together

These two seemingly unrelated issues—(1) satisfaction is relative, and
(2) rankmatters—are actually integrally related to one another. Regarding
issue 1 (satisfaction is relative), the underlying problem is that it is not the
absolute “score” that a customer assigns that matters—it is a customer’s
perception of performance relative to competitive alternatives. Regarding
issue 2 (rank and market share are linked), rank is a means of gauging
relative position vis-à-vis competitive alternatives.

To see how these issues relate to one another, imagine that your brand
has two customers: Janet and John (see Figure 2.1). Both Janet and John
rate their satisfaction with your brand a 9 on a 10-point scale (where 10 is
the highest level of satisfaction). Nearly all managers would consider this
a good score. Using the NPS classification system, both Janet and John
would be considered promoters.

Janet and John, however, also use two other brands: Brand A and
Brand B. On the one hand, Janet rates her level of satisfaction with Brand
A a 9 and her satisfaction with Brand B a 10. On the other hand, John
rates his level of satisfaction with Brand A a 7 and with Brand B an 8.

FIGURE 2.1 Different Ranks Result in Different Wallet Shares
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FIGURE 2.2 The Relationship between Rank and Share of Wallet Follows a
Clear Pattern
The relationship between a firm’s/brand’s rank and share of wallet can be
predicted by two things: relative ranking of firm/brand used by a customer and
number of firms/brands used by a customer.

Rather than celebrate this discovery, however, we needed to be sure
we were right. After all, many seemingly great initial discoveries have failed
under the real-world demands of business competition.

When we began this investigation, we expected that finding a strong
relationship would require a complex mathematical formula filled with
Greek symbols. The Wallet Allocation Rule, however, is so simple that it
was hard for us to accept that we were the first to discover it (particularly
given the thousands of researchers who examine satisfaction data all the
time).

Given our skepticism, we insisted upon rigorous testing of our
findings. First, we needed to be confident that the Wallet Allocation
Rule would work across cultures. We therefore surveyed more than
7,000 customers in eight non–North American countries (covering four
continents) about their usage of credit cards. We selected this industry
to minimize the likelihood that industry structure and the uniqueness
of competitors in the various countries would significantly influence our
results. Our investigation found strong correlations between the Wallet
Allocation Rule and share of wallet for all countries examined.

Although these results were impressive, we needed to be certain that
the Wallet Allocation Rule would reveal consistent results over time and
prove to be a useful key performance indicator for managers to track.
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FIGURE 2.3 Correlations between the Wallet Allocation Rule and Share of Wallet
Note: Scatter diagrams show the average share of wallet at the firm/brand level (y-axis) by the predicted average share of
wallet using the Wallet Allocation Rule (x-axis).
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FIGURE 2.4 Changes in the Wallet Allocation Rule Score Are Strongly
Correlated to Changes in Customers’ Share of Wallet Allocations Over Time
The figure shows the correlation between the change in individual customers’
share of wallet allocations over time and the predicted change in share of wallet
based on the Wallet Allocation Rule and other commonly used satisfaction and
loyalty metrics.

banking customers across the country, we found that theWallet Allocation
Rule explained 55 percent of the variation in customers’ share of deposits.
(Share of deposits refers to the percentage of deposits that a customer allo-
cates with a particular financial institution.) By contrast, commonmetrics
such as satisfaction and NPS level explained less than 10 percent. The
findings of this study were published in the International Journal of Bank
Marketing, a peer-reviewed academic journal in the field of financial ser-
vices marketing.12

Finally, we sought to replicate our findings using a large-scale,
multicountry database and a team of leading academic researchers
from Northwestern, Vanderbilt, Fordham, and Ghent Universities. We
examined 79,543 customers who provided 258,743 satisfaction ratings
regarding the brands they use within a particular industry covering more
than 650 brands from 22 industries and in 15 countries.

In this investigation, we conducted a comprehensive comparison of
the Wallet Allocation Rule and multiple alternative approaches that have
either been proposed by other researchers or represent logical choices for
comparison based on prior scientific studies. The models were examined
using multiple performance criteria. Again, the Wallet Allocation Rule
was found to perform as well as other, more complex models in linking
to share of wallet. In fact, the absolute correlation between a change in
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FIGURE 2.5 It Doesn’t Matter Which Metric You Use When Using the Wallet
Allocation Rule
Surprisingly, performance was virtually identical regardless of the metric used to
determine a firm’s/brand’s relative performance ranking. Note: Scatter diagrams
show the average share of wallet at the firm/brand level (y-axis) by the predicted
average share of wallet using the Wallet Allocation Rule (x-axis).

would perform somewhat better than another in some situations, the
likelihood that any one metric would be an obvious winner seems highly
unlikely.

A key implication of the Wallet Allocation Rule is that the primary
problem in linking these measures to share of wallet is in the use of
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Step 2: Gauge satisfaction (or another common loyalty metric, such
as NPS) for each brand the customer uses; then convert
those scores into ranks. The highest-scoring brand for a
customer would be ranked first, the second-highest second,
and so forth.

Figure 2.6 shows the satisfaction ratings for three brands
of detergent for John, Jane, Mary, and Tom.

Figure 2.7 shows the ranks of the three detergents
based on the satisfaction scores provided by John, Jane,
Mary, and Tom.

In the case of a tie, as was the case for Tom with Brand
Y and Brand Z, assign each brand a rank using the aver-
age of the two spots they would have occupied had they not
been tied.

Brands not used are treated as missing and are not
assigned a rank, as was the case for Jane with Brand Y.

Step 3: To arrive at a brand’s share of wallet for a given customer,
plug the brand’s rank and the number of brands used by the
customer into the Wallet Allocation Rule formula:

Share of wallet =
(
1 − rank

number of brands + 1

)

×
(

2
number of brands

)

For example, John’s share for Brand Z is as follows:

=
(
1 − 1

3 + 1

)
×
(2
3

)
= (1 − 0.25) × (0.666667)
= 50 percent

FIGURE 2.6 Customers’ Satisfaction Levels with Brands X, Y, and Z
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FIGURE 2.7 Customers’ Relative “Ranked” Satisfaction Levels with Brands
X, Y, and Z

FIGURE 2.8 Brand-Level Share of Wallet

Repeat the calculation for each customer and brand.
To obtain the average share of wallet your customers give
to a particular brand, simply average individual customers’
share-of-wallet scores. There are two ways to do this (see
Figure 2.8).
• All customers: This is the average share of wallet going to
a brand from all of your customers. This provides a quick
look at the overall financial opportunity represented by a
specific competitor.

• Brand users only: This is the average share of wallet going
to a brand from your customers who use this brand
(i.e., noncustomers of the brand are excluded). This
provides insight into the strength of the relationship that
your customers who use a competing brand feel toward
that brand.

Wallet Allocation Rule Strategy

Several important strategic issues stem directly from theWallet Allocation
Rule.
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• Strategic issue 1: First and foremost, managers cannot eval-
uate their firms without taking competition into account.
Although this sounds obvious, the reality is that managers
typically evaluate their performance using customer perceptions
of their firm only. As a result, the target objectives used to
evaluate and compensate managers are almost never based on
changing the perceived rank of the firm vis-à-vis competition.
Rather, they are based on achieving a particular score for
the firm.

• Strategic issue 2: Rank matters! Every manager knows that it is
better to be number one than number two. But the Wallet Allo-
cation Rule makes it very easy for managers to determine the
financial implications of that. The difference between first and
second is typically quite large (see Figure 2.9). And making that
jump can have a tremendous financial impact.

• Strategic issue 3: Parity hurts! The Wallet Allocation Rule also
makes clear that it is not enough for your brand to be tied for
first place. There must be a reason for customers to prefer your
firm. Otherwise, you evenly divide your customers’ share of wal-
let with your closest competitors (see Figure 2.10).

• Strategic issue 4: The more brands a customer uses, the lower the
potential for everyone.The number of competitors that your cus-
tomers use has a significant impact on customers’ share of wallet
(see Figure 2.11). Ranking first in a field of three is much better

FIGURE 2.9 The Difference between First Choice and Second Choice Is
Typically Quite Large
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FIGURE 2.10 Parity Hurts
There must be a reason for customers to prefer your firm to its strongest
competitors. Otherwise, customers evenly divide their share of wallet with your
brand and its closest competitors.

FIGURE 2.11 The More Brands Used by a Customer, the Lower the Potential
Share of Everyone
Reducing the number of brands a customer uses dramatically increases the share
of wallet for the first choice brand. Therefore, when possible, managers need to
incorporate differentiating aspects of lower-ranked brands into their firm’s offer
to reduce customers’ usage of the competitor.

than ranking first in a field of six. That’s because every brand
used by a customer gets some percentage of his or her wallet.

These strategic issues have practical implications for how we identify
opportunities for improving share of wallet. The traditional approach
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To understand the factors that drive credit union members to
use multiple financial institutions, in 2012 we conducted a study with
4,712 credit union depositors.8 The results revealed that more than 65
percent of credit union depositors use one or more competing financial
institutions.

As expected, satisfaction and NPS levels were much higher for credit
unions than for their bank competitors. Satisfaction and NPS, however,
explained only 9 percent of the variation in customers’ share of deposits
(see Figure 3.1). By contrast, the Wallet Allocation Rule explained 55 per-
cent of variance in members’ share of deposit allocations, and 90 percent
of the variance at the credit union/bank level (see Figure 3.2).

Next we conducted a key driver analysis similar to what most finan-
cial institutions currently use to uncover the factors that most influenced
satisfaction. We also conducted a Wallet Allocation Rule key driver anal-
ysis to uncover the factors that most affected how members ranked the
various financial institutions they used.

The analysis revealed that the top driver of satisfaction with credit
unions was the company’s resolution of customer complaints. Of course,
this makes complete sense. Issues worthy of complaining clearly lower
satisfaction, so fixing problems is bound to have a positive impact on cus-
tomers’ overall satisfaction levels.

But if you really think about it, pouring resources into complaint
resolution may not improve a credit union’s share of deposits. How many
customers actually select a credit union because it is good at resolving their
complaints? This probably wasn’t a major reason for most customers.

FIGURE 3.1 The Relationship of Various Metrics to Members’ Share of
Deposits
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FIGURE 3.2 The Relationship between the Wallet Allocation Rule and Share
of Wallet (at the Financial Institution Level)

By contrast, the research uncovered that the most important driver
of rank (and ultimately share of deposits) was the competitiveness of fees.
Low fees are a strong feature of credit unions when compared with banks
(see Figure 3.3).

Despite lower fees, better complaint resolution, and considerably
higher overall satisfaction (andNPS) levels, however, themajority of credit
union customers also felt the need to use one or more competing financial
institutions. A separate analysis reveals why. The most important driver of
a competing bank’s share among credit unionmembers was Internet bank-
ing services. Internet banking is a strong feature of banks compared with
credit unions (see Figure 3.4).

This example highlights the need for understanding drivers beyond
traditional satisfaction frameworks. The natural takeaway from the tradi-
tional analysis of satisfaction is that credit unions need to focus on the
in—credit union experience (i.e., complaint resolution). This finding is
almost certainly true in the sense that failure on this dimension would
lead to lower satisfaction scores, which would ultimately affect the credit
union’s rank among its competitors. Yet this picture is incomplete. Reduc-
ing complaints is unlikely to reduce credit union customers’ perceived
need to use competing financial institutions.

Even understanding the top driver of rank for credit union customers
may offer an incomplete understanding of opportunities for growth.
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FIGURE 3.3 Drivers of Share of Deposits for Credit Unions

In this case, competitiveness of fees is the top driver of rank for credit
unions. So leveraging this advantage further, either through changes
in fee structure or emphasis in communication, could increase a credit
union’s share of deposits.

Credit unions, however, already have much lower fees than banks.
In fact, fees are frequently nonexistent. As a result, there is little oppor-
tunity for credit unions to reduce fees further—unless they want to pay
customers to use their services. The point here is that growth cannot be
achieved by credit unions simply doing better on the things that they
already do well.

It is only when you look at the drivers of competitors’ share within
your own customer base that areas of greatest opportunity present them-
selves. Your customers use other brands for a reason. Commercial banks
filled a need for Internet-based banking that credit unions did not meet.
This shows that the greatest share can be gained by eliminating your cus-
tomers’ need to use competitors.
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FIGURE 3.4 Drivers of Share of Deposits for Retail Banks by Credit Union
Members

So although few industries can approach the level of satisfaction of
credit unions, gaining share of deposits requires mitigating banks’ advan-
tages in areas important to credit union members. Fortunately, this is
doable. And the financial rewards for doing so are worth the effort. Our
research finds that for credit union depositors who use more than one
financial institution, $25,414 in deposits on average is going to competing
institutions.

Quick-Serve Restaurants in Canada

The Canadian quick-serve restaurant (QSR) market is similar to many
Western QSR markets: highly competitive with many national chains
vying for share along with smaller local outlets. Because of the wide vari-
ety of choices, leveraging the important contributors to share of wallet is
imperative to business growth.
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FIGURE 3.5 Top-2 Box Satisfaction Levels

Using satisfaction data alone might lead Brand 4 to conclude that it
needs to improve its menu range and accessibility. Similarly, Brand 5 might
conclude that it has an advantage on convenience and speed and that, with
minor improvements, it could become the leader on accessibility.

Traditional key driver analysis outlines the contribution of each of
these attributes in explaining customer satisfaction. The higher an impact
score, the more important it is in creating customer delight.

Using this traditional analysis, Brand 1 and Brand 5 would conclude
that menu range is their most important area of focus; Brand 3 would
conclude that it needs to allocate energy equally between environment,
convenience, and customer service but less on speed, accessibility, and menu
range.

The problem at the outset is that the correlation between satisfaction
and share of wallet (i.e., actual business results) is very low. Clearly, a large
component of consumer choice is based on factors other than satisfaction,
so using satisfaction data to guide performance improvements will lead to
higher satisfaction, no doubt, but not necessarily better financial results.

Using Brand 3 as our example, environment, convenience, and cus-
tomer service are the key drivers of satisfaction. When using the Wallet
Allocation Rule approach to understand the drivers of share of wallet,
however, a dramatically different picture emerges altogether. The keys to
financial success are convenience, customer service, speed, and accessibility
(see Figure 3.6).

This makes complete sense when we reveal that Brand 3 is Tim Hor-
tons. For those unaware, Tim Hortons is a ubiquitous fast-service food
and coffee chain with 3,588 locations in Canada and is Canada’s largest
food service operator. To put this in perspective, there is one TimHortons
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FIGURE 3.6 Drivers of Satisfaction and Share of Wallet for Tim Hortons

location for approximately every 9,700 Canadians. Compare this with one
Dunkin’ Donuts for approximately every 44,700 Americans, or one Costa
Coffee for every 53,800 Britons.

Although known for its coffee and doughnuts, choosing Tim Hor-
tons is often based as much on its convenience and distribution strength
as it is the quality of its fare.

Similar to Tim Hortons, all brands experience gaps between what
makes customers happy and what keeps them coming back. Certainly in
the case of TimHortons, a weaker customer service experience could drive
overall satisfaction down—losing a competitive ranking position—and
force customers to consider alternatives.

In the end, however, driving satisfaction tells only part of the story,
and understanding what drives share of wallet ensures that the right mea-
sures are making it to the corporate scorecard.

Retail Banking in the United Kingdom

The retail banking market in the United Kingdom, as in many other
developedmarkets globally is characterized by the fact that consumers typ-
ically have relationships with multiple providers. Despite this high level of
multibanking, however, banking relationships tend to be typified by a high
level of inertia. Only 2.8 percent of UK retail banking customers switched
their checking accounts (called “current accounts” in the UK) in 2012.

To understand what underpins this inertia, as well as the push-
and-pull factors that influence those who do change their banking
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FIGURE 3.7 Other Banks Used as a Percent of Total Lloyds TSB Customers

2. The areas that have the highest impact on Lloyds TSB retaining its
customers (defined as the point at which increasing themean score
would have an impact but would not improve the bank’s rank)

Figure 3.8 shows the relative impact of improving performance for
a particular attribute on an individual’s rating of Lloyds TSB compared
with its competitors. These data are broken down by the impact on share
of wallet and retention.

Across all of the drivers shown in Figure 3.8, the branch network
had the greatest overall impact on Lloyds TSB’s satisfaction ranking, and
this is particularly important for retaining customers. At the time, Lloyds
TSB had the most extensive network of branches, and the ability to access
a local branch was a key factor influencing its ability to retain customers.
This is especially notable because—unlike the United States and many
other world markets—UK banks do not charge automated teller machine
(ATM) fees for noncustomers. The result is that the impact of ATM net-
works is low, further highlighting the role of the branch staff and services
as core to servicing Lloyd’s relationships.

Subsequent events, however, conspired to erode this key compet-
itive advantage. In 2008 the EU Commission forced Lloyds TSB to
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FIGURE 3.8 Lloyds TSB Branches Are Important for Retention and Share of
Wallet, but Improving Fees + Charges and Financial Advice Offer the Greatest
Opportunity to Increase Share of Wallet

split, resulting in a reduction of 631 branches, 5 million customers,
8 million accounts, and 8,000 staff. In September 2013, Lloyds TSB was
separated into Lloyds Bank and TSB, which reduced the Lloyds Bank
branch network by 32 percent.

Until this point, Lloyds TSB had benefited the most in terms of cus-
tomers’ perceptions of the effort required to move accounts and, when
quantified, the relative importance of this “barrier to switching” cannot
be underestimated (see Figure 3.9).

Just when the greatest barrier to switching providers was taken away,
the second greatest barrier to switching (the convenience of branch loca-
tion) was similarly eradicated for many customers with the separation of
Lloyds and TSB.

To encourage competitiveness in the UK personal checking account
market and help overcome the evident inertia among consumers, in
September 2013, the UK Payments Council—an organization of finan-
cial institutions in the UK that sets strategy for evolution in payment
mechanisms—launched a new “switching service” backed by the Current
Account Switch Guarantee, designed “to let you switch your current
account from one bank or building society to another in a simple, reliable
and hassle-free way.” 9
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FIGURE 3.9 The Impact of Negative and Positive Barriers for Lloyds TSB

Like the establishment of cell phone number portability in the
United States, which freed individuals of a tether to a single carrier, this
process removed a structural barrier that worked in favor of the most
capital-dominant institutions.

TheCurrent Account Switch Guarantee ultimately reduced a switch-
ing process that previously could have taken up to six weeks down to
one week. Although overall checking account switching levels remained
relatively low, checking account switching volumes from January to June
2013 were up 16 percent in the same six-month period in 2014, possibly
indicating that as the market calmed down, portable relationships could
influence future growth intentions.

Timed well to coincide with this developing market opportunity,
Santander launched an added-value checking account product in the
UK—the 123 Current Account—which activated a significant “pull”
factor and encouraged switching among banking customers. By July 2014,
more than 200,000 current account holders had switched to Santander.

Our 2012 analysis of potential challengers for Lloyds TSB iden-
tified Santander as one of the greatest challengers to Lloyds TSB’s
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FIGURE 3.10 Potential Market Impact on Competitors from a Change in
Lloyds TSB Performance

market-leading position (see Figure 3.10). This prediction held in 2014
when Santander improved the attractiveness of its offer. Lloyds Bank
suffered a loss of 103,704 customers in the last quarter of 2013—the
largest net loss among the leading banks.

Pharmacy Retailing in Chile

The pharmacy market in Chile is highly concentrated, with three main
pharmacy chains dominating the market: (1) Farmacias Cruz Verde with
40 percent share, (2) Farmacias Ahumada with 30 percent share, and (3)
Salcobrand with 25 percent share. Together they represent approximately
95 percent of pharmacy sales (compared with about 50 percent of phar-
macy sales for the top three U.S. drugstores). As a result, 90 percent of the
Chilean population shops in one or more of these pharmacy chains.

In 2008, however, the industry suffered a significant blow when it
was accused of collusion to elevate prices of high-demand drugs. As a
result, the image for the entire industry transformed from one of heal-
ing to one of manipulation. This damaged the brand image of each of the
big three pharmacy chains.
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FIGURE 3.11 A Large Percentage of Customers for the Top Three
Pharmacies Were Detractors

To understand both the short- and long-term effects of this blow to
the industry, we conducted an examination of the market using theWallet
Allocation Rule framework. As a point of comparison, we also measured
traditional performance measures to determine their comparative efficacy.

Although penetration of the most powerful firms is extremely high,
a market study was still necessary to determine whether customers would
penalize the big brands. Conventional research analytics indicated early
on that a dire situation was unfolding for the big firms (see Figure 3.11).

Based on NPS levels, the top three firms were headed in the wrong
direction. By contrast, small local pharmacies (that comprise only 5 per-
cent of the market) were faring much better based on NPS levels. Given
these findings, the big firms were believed to be in real trouble withmarket
share loss on the near horizon.

Nonetheless, despite strong evidence that the scandal did, in fact,
cause a significant blow to each firm’s image, sales for the big three phar-
macies remained very good. To understand why there were no serious con-
sequences (in terms of sales), we used theWallet Allocation Rule approach
to determine what was driving the customers’ share of wallet allocations.
Comparing the drivers of share of wallet with the drivers of NPS, the
differences were striking.
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FIGURE 3.12 Drivers of Share of Wallet versus Drivers of Net Promoter
Score for Cruz Verde

The top drivers of share of wallet for each of the top three firms were
specific to their unique business models. For example, Cruz Verde’s share
of wallet is driven by three things: competitive prices, stock availability,
and store location. Two of the top three drivers of share of wallet using
Wallet Allocation Rule, however, are found to have very little effect using
a model explaining NPS (see Figure 3.12).

Most of the smaller competitors are out of customers’ consideration
sets because they cannot meet the store location and stock availability
needs offered by Cruz Verde. As a result, the fact that these smaller phar-
macies have higher NPS levels is irrelevant. They don’t meet the most
important criteria driving Cruz Verde’s customers’ share of spending with
pharmacies.

Based on the results of the Wallet Allocation Rule analysis, it is easy
to see that the scandal affected the customer satisfaction levels but did
so equally across the three biggest competitors. Given this, benchmark-
ing average NPS levels is unlikely to offer useful insight into future share.
This occurs in large part because the drivers of NPS do not predict share
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When looking at the drivers of satisfaction across these retailers, the
story is basically the same for each: Satisfaction is primarily driven by the
range of products offered.

Given that each of the major brands is equally satisfying, then this
clearly cannot explain the difference in total sales between the brands—
certainly not to the level of disparity we see here, where the market share
leader, Leroy Merlin, is three times larger than the third largest brand,
Brico Dépôt.

When looking at the drivers of share of wallet, however, it becomes
clear that each retailer has a distinct aspect of its offer that draws customers
(see Figure 3.13).

In the case of Leroy Merlin, a strong reputation for offering
good-quality service differentiates it from its competitors, particularly in
terms of advice and support; Leroy Merlin is known for DIY trainings,
videos, its documentation center, and an open helpline seven days a week.
It is important to note, however, that despite its market leadership, Leroy
Merlin’s own customers are spending money at competitors as well.

FIGURE 3.13 Drivers of Share of Wallet for the Top DIY Retailers in France
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FIGURE 3.14 The Relationship between Satisfaction, the Wallet Allocation
Rule, and Share of Wallet for the Largest Banks in China

investigated. In layperson’s terms, this means that in excess of 99 percent
of the variation in share of wallet is completely unexplained by knowing
customer satisfaction levels. By contrast, using the Wallet Allocation
Rule results in an extremely strong correlation of 0.924 (the maximum
possible is 1.0).

The even more serious issue is that focusing on what drives satisfac-
tion will most likely fail to deliver improved share of wallet. Figure 3.15
shows how the drivers of satisfaction differ significantly from the drivers
of share of wallet for banks in China.

Examining the stark difference in results between these approaches
reveals how misleading this can be for many banks. BANKCOMM, for
example, has three important drivers of share of wallet; two of these drivers
in a satisfaction-based approach, however, are the weakest drivers of cus-
tomer satisfaction (website and convenience across channels). As a result,
a satisfaction-based CRM approach would have BANKCOMM focusing
on financial advice (a weak share of wallet driver) just as much as customer
service (a strong share of wallet driver). This same approach would high-
light the website as inconsequential when it is, in fact, the bank’s leading
driver of share of wallet!

These problems are not isolated to BANKCOMM. The majority of
major banks would fail to identify their top three drivers of share of wallet
by focusing on satisfaction instead of share. In the case of ABC, on the
one hand, its top driver of share of wallet is its sixth-strongest satisfaction
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FIGURE 3.15 A Comparison of the Drivers of Satisfaction and the Drivers of Share of Wallet for the Largest Banks in
China
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In such a competitive environment, managers anywhere in the world
would be expected to readily embrace approaches they believe can provide
them with a competitive advantage. Turkish banks are no different and
have whole-heartedly accepted satisfaction and NPS systems into their
marketing and development functions.

Iş Bank (formerly a national bank) is the largest bank in terms of
assets in the country. Of the top banks, it has the highest satisfaction rat-
ings, has the highest NPS levels, and is tied for the highest average share
of wallet among all its competitors.

At the same time, Garanti Bank—the third-largest bank in terms of
assets in the country—is also tied for highest average share of wallet. It,
however, has the lowest satisfaction and NPS scores of the top five banks
(see Figure 3.16).

As this example clearly demonstrates, high satisfaction and NPS lev-
els are no guarantee of high share of wallet. Of course, this is not to suggest
that focusing on creating satisfied customers willing to recommend the
brand is unimportant. It most definitely is. But it is not necessarily a good
guide for improving share of wallet. In fact, our research finds that not only
are the drivers of share of wallet and the drivers of satisfaction different
but the drivers of wallet share also differ significantly from bank to bank
(see Figure 3.17).

FIGURE 3.16 The Relationship between Satisfaction, Net Promoter Score
(NPS), and Share of Wallet for Banks in Turkey



Trim Size: 6in x 9in h_des19 c03.tex V2 - 12/11/2014 4:03pm Page 85

The Wallet Allocation Rule in Action 85

FIGURE 3.17 A Comparison of the Drivers of Satisfaction and the Drivers
of Share of Wallet for the Largest Banks in Turkey

The drivers of share of wallet for Iş Bank are focused onmultichannel
convenience (tied for fifth as a driver of satisfaction), customer service (the
top satisfaction driver), and website utility (the fourth-highest satisfaction
driver). Equally important for Iş Bank is that efforts to drive satisfaction
would be largely split across six drivers, but to drive share the focus would
be limited to the three described earlier.

For Garanti Bank, despite having relatively lower satisfaction levels,
the bank shares the top spot for highest average share of wallet. This is
largely driven by its loyalty reward schemes and the convenience of its loca-
tions. Its products, however, are the most powerful drivers of satisfaction.

Ziraat Bank reflects the most dramatic case of satisfaction drivers
differing from share of wallet drivers amongst Turkey’s largest banks. If
Ziraat Bank were to follow a model solely based on driving satisfaction, it
would see virtually no financial gain. Ziraat’s top driver of satisfaction has
a 0 percent impact on driving share of wallet. Similarly, its top driver of
wallet share (customer service) would likely have been ignored altogether
as it represents the fifth strongest satisfaction driver.

In the case of Akbank, a satisfaction model would have served the
bank reasonably well—three of the top four share drivers were also top
satisfaction drivers. The top driver of share of wallet (multichannel conve-
nience), however, was last in explaining satisfaction and would have likely
been ignored altogether. Similarly, a greater focus would have been placed
on financial advice to improve satisfaction despite this attribute having
only a 1 percent impact on explaining share of wallet.
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FIGURE 3.18 Drivers of Share of Wallet versus Drivers of NPS

Wanting to examine the attributes critical to driving customer recommen-
dation behavior, bank managers have honed in on eight measures they
believe to be important (see Figure 3.18).

Touch points (i.e., interactions between the customer and the bank)
are typically determined to be the most important driver of NPS. In fact,
it has more than double the impact of bank products and services on NPS.
Therefore, if the goal is improved NPS, it is clear where managers must
focus their resources and energy.

Bank managers are finding, however, that improved NPS scores are
not resulting in the financial returns that they expected. Our research
revealed that the focus on touch points is unlikely to result in customers
allocating a greater share of their business to banks in MENA. Touch
points deliver customer satisfaction, but products deliver share of wallet.

In fact, not only would selecting improvement opportunities based
on the drivers of NPS fail to deliver financial results, our research finds
that for banks in the Gulf region, there is actually a negative correlation
between drivers of recommendation and the drivers of share of wallet.

The overwhelming top driver of share wallet ranks last among
elements that drive customers’ likelihood to recommend. Therefore,
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Revenue ≠ Profits

Managers must always remember that increasing revenue is not the same
thing as increasing profitability. We forget this at our peril.

The first thing to recognize is that not all—even most—customers
are profitable. An examination of customer profitability invariably reveals
that although organizations will always have some highly profitable cus-
tomers, they are also likely to have some highly unprofitable customers.
For most firms, the top 20 percent of all customers will generate between
150 percent and 300 percent of total profits. The bottom 20 percent will
lose 50 percent to 200 percent of total profits. The middle 60 percent just
break even (see Figure 4.1). In other words, 80 percent of a typical firm’s
customers do not provide an acceptable rate of return.38

Most companies treat customer revenue as a good proxy for customer
profitability. As a result, they tend to focus their attention on their highest
revenue customers. Unfortunately, it turns out that revenue is not a good

FIGURE 4.1 Typically, the Top 20 Percent of Customers Generate All of a
Company’s Profits
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Of course, doctors and hospitals that get higher satisfaction ratings
by giving patients what they want instead of what they need do get a
higher share of their patients’ health care spending—for as long as their
patients are alive. But this situation is clearly not compatible with the
Hippocratic Oath.

As these examples of the mortgage and health care industries make
clear, it is possible to gain share in the short term by simply ignoring
longer-term risks. But bad risks have a way of catching up with you.

Money-Losing Delighters

The most common problem with efforts to improve satisfaction is that
the incremental revenue gained is not enough to offset the costs of these
initiatives. Often this occurs because price drives satisfaction for a large
segment of customers in most industries.

Satisfaction and price are almost always inversely related. As a result,
lowering price tends to be one of the easiest ways to improve satisfaction
levels (see Figure 4.2).

Unfortunately, the potential to drop prices for most firms is lim-
ited. As a result, price-driven satisfaction is typically a difficult strategy to

FIGURE 4.2 The Relationship between Price and Satisfaction
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maintain. Even small errors can result in huge losses as customers rush to
buy below cost.

Many retailers learned this the hard way when working with
Groupon. In effect, retailers were promised that deep discounts marketed
to consumers through Groupon would drive sales and pay for themselves
through cross-sales at the time of purchase and repeat purchases based on
satisfaction with the experience.

Without question, Groupon promotions tend to drive sales volume.
But as we report in our Harvard Business School case (with Harvard pro-
fessors Sunil Gupta and Ray Weaver), the happier the experience made
customers, the worse the outcome for the retailer.52 In fact, four of the top
six performing offers in terms of satisfaction turn out to be money losers
for themerchant, and these are the only offers that consistently lose money
for merchants (see Figure 4.3). Because of the high customer satisfaction
associated with these offers, however, they generate a huge demand.These
four categories account for 50 percent of total Groupon volume!

These findings point to an important truth about the relationship
between customer satisfaction and customer profitability. Although sat-
isfaction and profitability are not mutually exclusive, they don’t have to
be aligned either. Managers typically have many competing alternatives

FIGURE 4.3 Customer Satisfaction versus Return on Investment for Various
Groupon Offers
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FIGURE 4.4 Share of Wallet Tends to Decline as More Purchases Are Made

Clearly, customers who buy only once in a category give 100 percent of
their wallet share to a single brand.

The reality is that customers who spend more in the category
are much more likely to divide their spending among multiple brands
(see Figure 4.4).53 The goal, of course, is not to get customers to spend
less in the category to raise share of wallet. The goal is to get customers
to allocate more of their purchases in the category with your brand.

Therefore, we need to understand share of wallet in the context
of the revenue it represents. Not every customer is capable of being a
high-revenue, high-share of wallet customer, nor does every customer
want to be one. Some customers make purchases in the category so
infrequently that unless these customers represent a significant portion of
the customer base, servicing and marketing to such customers yields too
little in return.

Therefore, at a minimum, we need to segment customers by the
volume of business they conduct in the category. Because low-spending
customers tend to be much less involved in the category, their needs tend
to be very different from high-spenders.
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Percent First Choice

Given that using theWallet Allocation Rule focuses on rank as opposed to
the absolute satisfaction (or Net Promoter Score) level, it is important to
monitor performance in a way that corresponds to this new perspective.
Managers must do so in a way that is simple enough for their employees to
grasp and at the same time reflective of how customers allocate spending
with their brand.

A brand’s average rank is not easy for either senior managers or front-
line employees to interpret, nor is it easy to rally the organization around.
This is because we think of ranks as whole numbers—such as first place,
second place, third place, and so on. A firm’s average rank, however, is
almost never a whole number. As a result, it is hard for managers and
frontline employees to internalize.

An easy way to get around this problem is to track the percentage of
customers who give your brand their highest satisfaction rating among all
brands that they use. In other words, is your brand really a customer’s first
choice, or do customers view your brand as being the same or worse than
competitors? Looking at the percentage of customers who rate a brand
better than all other competitors correlates strongly with share of wal-
let (see Figure 5.1). Although the first choice percentage is not quite as

FIGURE 5.1 First Choice Tracks with Share of Wallet
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FIGURE 5.2 Determining How Much of Your Customers’ Money Goes to
Competitors

Because share of wallet is a metric that can be translated directly
into dollars, it is imperative to understand precisely how much of your
customers’ money is going into your competitors’ cash registers. To do
this, managers need to simply do the following (see Figure 5.2):

1. Divide the total sales revenue that your customers give to your
brand by the average share of wallet that your customers give to
your brand. This will give you the total dollars your customers
spend in the category across all brands (yours and competitors).

2. Multiply your customers’ total category spending by the average
share of wallet your customers give to each of the brands that they
use. This will give you the total dollars your customers spend with
each competing brand.

With this information, managers get a real understanding of where
their customers’ money is going.More important, they can discover where
significant opportunities exist to take back share from competitors.

Customer Satisfaction

Although absolute customer satisfaction levels do not link to share of wal-
let, satisfaction itself is not unimportant. Clearly no firm lasts for long
without satisfied customers.

Instead, the Wallet Allocation Rule shows that customers’ satisfac-
tion levels matter most when put in a competitive context. In the case of
the Wallet Allocation Rule, it is relative “ranked” satisfaction that matters.

Satisfaction information in conjunction with other metrics can pro-
vide important strategic insight. Two of the most important metrics are
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(1) satisfaction’s relationship tomarket share and (2) satisfaction’s relation-
ship to being customers’ first choice (i.e., their preferred brand).

Working with Harvard Business School professor Sunil Gupta, we
developed several strategy matrices that quickly provide managers with
insight into the nature of competition in their markets.12 Next we discuss
how this information can be used to guide a company’s customer-related
strategies.

Satisfaction and Market Share

Used together, satisfaction and market share information provides
managers with important insight into the nature of their brand and the
markets in which they compete. Remember, the relationship between
customer satisfaction and market share is negative in many industry cat-
egories. Without a good understanding of the nature of the relationship
in your industry, and of where your firm stands vis-à-vis competitors,
it is very difficult to effectively manage the customer experience in the
pursuit of market share.

The place to begin is with an analysis of your customers’ levels of sat-
isfaction with your firm and with your competitors’ customer satisfaction
levels with these competing firms, as well as your and your competitors’
market shares (see Figure 5.3). If one or more firms have highmarket share
and low customer satisfaction, the industry most likely demonstrates a
negative relationship between customer satisfaction and market share.

Firms with high share and low satisfaction combinations are what we
refer to as mass market brands.These firms have a wide range of customers

FIGURE 5.3 Customer Satisfaction versus Market Share
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FIGURE 5.4 Comparing Mass Market and Niche Brands
A simple rule of thumb is to compare satisfaction levels of customers that
correspond to equivalent market shares for both brands.

Satisfaction and First Choice

The overriding reason for managements’ focus on customer satisfaction
is because they believe it is a source of competitive advantage. At some
level, managers expect high satisfaction levels to cause customers to prefer
a brand to competitive alternatives.

Clearly, there is some truth to this. As with all management tru-
isms, however, the devil is in the details. It is quite possible in many
categories for a brand to have high satisfaction or Net Promoter Score
levels and yet not be a customers’ undisputed first choice. In other cases,
a brand can be a customer’s exclusive first choice but have relatively low
satisfaction levels. This presents managers with a real problem—what is a
good score?

Part of the problem is a general misunderstanding of how satisfaction
(and Net Promoter Score) link to customers’ buying behaviors. The abso-
lute scores themselves are almost meaningless. What matters is whether
or not the customer rating is higher for your brand than for compet-
ing brands. The lion’s share of a customer’s wallet goes to his first-choice
brand. Therefore, it is vital to understand how a brand’s satisfaction level
translates into a position as the customer’s first choice.

By analyzing your customers’ levels of satisfaction and their corre-
sponding first-choice selection, you can place each of them into one of
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FIGURE 5.5 Customer Satisfaction versus First Choice

four categories, as shown in the matrix “Satisfaction and First Choice”
(see Figure 5.5).

If your customers both are highly satisfied and prefer your brand
to all others, you are the star brand in the category. Here the strategy is
simple—continue to delight these customers.

At the opposite end of the spectrum are brands that are low in sat-
isfaction and in first-choice preference. This environment gives rise to the
conditional-use brands we discussed earlier. The strategy for these brands
is to maintain unique items that would be difficult or unprofitable for
competitors to incorporate into their offering or to find ways to erect
market barriers that make access to a preferred brand difficult.

For those customers whose satisfaction is high but first choice is
low, high satisfaction levels are masking customers’ real perceptions of the
brand. Managers typically tout the fact that customers are highly satisfied,
but the reality is that the brand is one of several that the customer uses
and views as being basically equivalent, which is why we refer to these
brands as parity brands. Although being at parity may sound like no big
deal, there are no multiple gold medal winners in business. Rather, you
evenly divide your customers’ share of spending with your strongest com-
petitors. The strategy for these brands must be differentiation from core
competitors—in other words, youmust give customers a reason to believe
your brand is uniquely better than competitors.
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Traditional driver analyses, however, will not work with the Wallet
Allocation Rule. With the Wallet Allocation Rule, satisfaction is not mea-
sured in a vacuum. What’s important here is the rank of a brand’s sat-
isfaction level compared with that of its competitors. Specifically, overall
satisfaction ratings for all brands that a customer uses are required in order
to establish the proper context.

As a result, to understand the drivers of rank, the attributes of the
service experience must be determined in relation to the competition.This
represents a major departure from traditional driver approaches.

Themost comprehensive approach to achieve this is to ask all respon-
dents to rate all brands used on all attributes, then convert the attribute
ratings into ranks just as we do with overall satisfaction. Unfortunately,
asking a full battery of questions for every brand a customer uses is at
times impractical.

When that is the case, managers can still place attributes in a relative
framework by presenting customers with a checklist of options rather than
having them rate each attribute (see Figure 5.6). This involves using a grid
with one column for each brand that a customer uses and one row for each
driver attribute. The objective is to have respondents select the brand(s)
that perform best on that attribute.

Although this approach cannot provide a set of ranks on the driver
attributes that can be run against the overall rank, it is consistent with the
philosophy of striving to be number one. Remember, the greatest share of
wallet is allocated to the brand that occupies the number one space.

Distinguishing between the drivers of satisfaction and the drivers of
rank would be unnecessary if both sets of drivers pointed to the same

FIGURE 5.6 “Share of Best” Grid
Thinking of the brand(s) you currently use, which would you associate with
being best in each of the following areas? (Check all that apply.)
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opportunities for improvement. That, however, is most definitely not the
case. An analysis by Alex Buoye, a coauthor of this book, clearly demon-
strates the stark difference between these two types of drivers.14

A simple regression analysis revealed that the top driver of satisfac-
tion with grocery retailers was product range (followed closely by customer
service). Of course, this makes total sense. Carrying the products your cus-
tomers want is the raison d’étre for any retailer, especially one dealing in
regularly purchased staples, like groceries. If you were to ask a customer
why she shops at a particular store, it would not be surprising to hear her
say that the store simply has the products she wants. In addition, providing
friendly customer service is almost always a good way to boost satisfac-
tion scores; good customer service produces positive sentiment. But if you
really think about it, are product range and customer service the main
reasons someone decides to shop at a particular grocery store?

By contrast, you probably would be surprised if a customer told you
the best thing about the store was its location.The research uncovered that
the most important driver of share, however, was in fact the perceived con-
venience of the location (see Figure 5.7). When comparing stores where
one shops, better location doesn’t do much to differentiate the satisfied
from the dissatisfied customers. In fact, it was dead last among the list of

FIGURE 5.7 Drivers of Satisfaction versus Drivers of Share of Wallet
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FIGURE 5.8 Perceptual Map of the Drivers of Share of Wallet for Different
Grocery Retailers

drivers of satisfaction that were examined! But it makes a huge difference
in determining how much one shops there.

A separate analysis grouping retailers into categories based on domi-
nant store formats (supermarket, “fresh,” mass merchant, warehouse, lim-
ited assortment) sheds more light on the issue (see Figure 5.8).

When looking at the brands one uses, drivers of satisfaction actually
form the basis for competitive positioning. It isn’t simply about being
“better” at one particular thing but rather understanding how tomaximize
your advantage on the things you do well while mitigating your competi-
tors’ relative strengths. Traditional supermarkets (e.g., Kroger, Safeway)
and fresh markets (e.g., Whole Foods) are typically characterized by better
customer service and more welcoming stores, whereas limited assortment
stores (e.g., Aldi) generally have location (and price) advantages. Mass
merchants/supercenters (e.g., Walmart) win on product range—not
necessarily in terms of groceries specifically, but across multiple retail
categories, capturing customers’ grocery spending while they shop for
other goods without groceries necessarily being the reason why they
shop there.

So, when competing with other supermarkets, a traditional grocer
may be able to win back some of its customers’ spending by focusing
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on the things that they both do well. But when competing with a mass
merchant, the key driver to be addressed may be quite different. Under-
standing the key drivers of share requires knowing who your main com-
petitors are and what is driving their satisfaction and share among your
shared customers. As with the Wallet Allocation Score itself, it is not
enough to look only at your own brand. This idea is not new; it’s just
somewhat foreign in most current discussions about managing customer
experience, especially when the focus has been placed on improving a sin-
gle number.

Barriers

Another common reason that customers use multiple brands is structural
barriers that distort demand. In other words, there is some market force
that causes people to buy something other than their preferred brand.
These market barriers can dramatically influence customers’ willingness
and ability to devote a greater share of their business to their preferred
brand.

In Alex’s study of grocery retailers, two prominent structural barriers
were found, each affecting different types of stores (see Figure 5.9).

FIGURE 5.9 Perceptual Map Reflecting the Barriers to Using Different
Grocery Retailers




