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ABSTRACT 
 
Customer loyalty is a concept gaining more and more attention in today’s business when 
loyal customers are considered as essential components to organizational success. Loyal 
customers tend to purchase more often, spend more money and usually enhance a 
positive word-of-mouth. Consequently, corporations of today strive to identify and 
manage effective methods of actively enhancing loyalty, including customer loyalty 
programs. 
 
Automobile corporations operate in an industry characterized by few customer contacts 
with large monetary value. There are major profit potentials and each customer is worth 
more than only the sales price for a car. As a result the management of customer loyalty 
is an essential activity within this industry. 
 
The aim with this thesis is to gain a better understanding of how customer loyalty is 
managed within the automobile industry, more specifically by focusing on the design, 
implementation as well as the evaluation process. Two case studies of corporations are 
made based on interviews and documentation. 
 
The conclusions drawn from the findings indicate that during the design phase of 
customer loyalty programs the elements constituting the programs were similar between 
corporations, nevertheless the utilization of these programs differ. One of the most 
important tools for corporations is their database containing valuable customer 
information. When it concerns the implementation of customer loyalty programs, the 
organizational structures behind the programs differ. Either the organization for loyalty 
programs is incorporated with another unit or managed by a separate department. 
Regarding the evaluation, customer loyalty is only measured by customers’ repurchase 
behavior. Furthermore this research shows that in order to accurately communicate with 
the customers, segmentation of customers becomes a crucial activity. 

  



  

SAMMANFATTNING 
 
Kundlojalitet är ett koncept som får mer och mer uppmärksamhet eftersom lojala kunder 
anses vara en viktig förutsättning för att lyckas inom näringslivet. Lojala kunder har en 
tendens att handla oftare, spendera mer pengar samt att förmedla en positiv bild av 
företaget. På grund av detta försöker företag idag hitta en effektiv metod för att öka 
lojaliteten, bland annat genom kundlojalitetsprogram.  
 
Bilföretag verkar inom en industri som kännetecknas av ett fåtal kundkontakter med stora 
penningvolymer. Det finns stora vinstmöjligheter och varje kund är värd mycket mer än 
bara försäljningspriset på en bil. Därför är hanteringen av kundlojalitet en central aktivitet 
inom denna industri. 
 
Följaktligen är syftet med denna uppsats att erhålla en bättre förståelse för hur 
kundlojalitetsprogram hanteras inom bilindustrin, genom att fokusera på design, 
implementering samt utvärderingsprocessen. För att kunna undersöka detta område har 
fallstudier av två företag genomförts genom intervjuer och dokumentation som 
datainsamlingsmetoder. 
 
Slutsatserna vi kom fram till var att liknande element används under designfasen av 
kundlojalitetsprogram, men användningen av dessa skiljer sig åt. Företagens databaser, 
innehållande värdefull kundinformation, är en av de viktigaste beståndsdelarna. Under 
implementeringen av kundlojalitetsprogram så skiljer sig företags uppbyggnad bakom 
dessa program åt. Antingen är programmet integrerat med en annan avdelning eller så 
sköts det av en fristående avdelning. Utvärderingen av kundlojalitet är endast baserad på 
återköpsbeteende, och för att företagen ska kunna nå sina kunder på ett lämpligt sätt är 
segmentering av kunderna viktigt. 
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1. INTRODUCTION 
 
In the introductory chapter a background regarding the concept of customer loyalty as 
well as the reasons why this concept is highlighted today is presented. Thereafter the 
ideas behind customer loyalty programs will be displayed, followed by the impact of the 
technological developments on the corporations’ work within this area. Moreover, 
problems that corporations face within this area will also be discussed. Finally, the 
importance of the design, implementation and evaluation of customer loyalty programs 
will be highlighted and this is followed by our purpose and research questions.  
 
 
1.1 Background 
 
We now live in a society where the demands on business are so much greater than ever 
before (Kandampully, 1997). No business, unless it is a state monopoly, can stay in 
business without satisfied customers. Just as people cannot live without eating, 
corporations cannot continue to exist without satisfied customers. (Gould, 1995) 
Moreover, due to the fact that customer expectations are constantly increasing, 
corporations are now required to go beyond their primary need of satisfying the 
customers, to exceed their expectations. (Kandampully, 1997)  Corporations therefore 
have to shift their customer focus from purely satisfying customers to create loyalty and 
trust through mutually beneficial, long-term relationships (Galbreath, 2002).  
 
Market competition demands corporations to continuously seek means to gain customer 
loyalty. However, although corporations are realizing the value of keeping customers 
loyal, no one knows for sure how to do it. Corporations measure customer satisfaction, 
and hope that if the satisfaction scores are good, the customers will stay with the firm. 
But the truth is that even satisfied customers leave for the temptation of competitors’ 
offers. (Mittal & Lassar, 1998)  
 
Loyal customers bring several advantages. They usually lead to increased revenues for 
the corporation, result in predictable sales and profit streams, and are more likely to 
purchase additional goods and services (Gremler & Brown, 1998). Furthermore, 
customers who are familiar with a brand are more likely to mention it to their friends and 
tend to be concerned in the feedback and evaluation of the product, which is critical in 
today’s business environment. Loyal customers also tend to buy through alternative 
channels, for instance through the Internet, which might increase the total consumption 
and reduce the costs of doing business with them. (Duffy, 2003)  
 
The concept customer loyalty can be defined and measured in a number of ways (Zins, 
2001), but has traditionally been used to describe fidelity and commitment to a country or 
an individual. In a business context, loyalty can be described as customer commitment to 
do business with a particular corporation and purchasing their goods and services 
repeatedly. (McIlroy & Barnett, 2000) Shoemaker & Lewis (1999) suggests that 
“...loyalty occurs when the customer feels so strongly that you can best meet his or her 
relevant needs that your competition is virtually excluded from the consideration set and 
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the customer buys almost exclusively from you- referring to you as “their restaurant“ or 
“their hotel“ (p.349).  
 
It also describes customers’ tendency to choose one business or product over another for 
a particular need (Novo, 2002). Customer loyalty moreover embraces many different 
concepts, for instance customer relationship management, customer retention marketing 
and one-to-one marketing. These concepts are concerned with customer loyalty because 
of the benefits of retaining customers as well as the activities it involves, which aim at 
developing long-term relationships (Duffy, 2003). Managers need to realize that all 
relationships are based on trust, which is hard to win but easy to destroy. It is earned and 
does not occur within a single moment, instead it requires many interactions over a long 
period of time. Furthermore, most importantly for businesses, trust is a necessary 
condition for loyalty.  (Galbreath, 2002) 
 
The link between customer loyalty and profitability has become increasingly recognized 
in marketing strategy, and the increasing interest in customer loyalty programs is a result 
of the recognition that generating more business from existing customers usually are 
cheaper and more effective than just trying to attract new ones. (Wright & Sparks, 1999)  
 
Customer Loyalty Programs 
 
Due to recent advances in information technology, thousands of corporations have 
considered, and many have adopted, customer loyalty programs. (Uncles, Dowling & 
Hammond, 2003) The corporations are designing, implementing and evaluating these 
programs aimed at nurturing strong relationships with their best customers. (Duffy, 1998) 
The relationships aim to create long-term loyalty (Wright & Sparks, 1999), and can only 
be achieved by taking advantage of every opportunity to learn more about each customer 
as an individual person (Galbreath, 2002). It is one of the hardest qualities to build among 
customers, yet it is critical to the success of any business (Wright & Sparks, 1999).  
 
In order to enhance an emotional bond between corporations and customers, mechanisms 
are set up to enhance a two-way communication. These instruments contribute to the 
customer’s knowledge about the brand or the corporation as well as the corporation’s 
information and understanding of the customer. (Rundle-Thiele & Bennett, 2001) 
Corporations can for instance use this knowledge in order to influence customer behavior 
but also to reward loyal customers (O’Malley, 1998). However, two aims of customer 
loyalty programs stand out. One is to increase sales revenues by raising purchase and 
usage levels, as well as increasing the range of products bought from the corporation. A 
second aim is more defensive, and implies that by building a closer bond between the 
brand and current customers the customer base is hoped to be maintained. (Uncles et al., 
2003) 
 
The popularity of these programs is based on the argument that profits can be increased 
significantly by achieving either of these aims. However customer loyalty programs 
usually have many other peripheral goals for instance to encourage further cross selling, 
create databases, aid trade relations as well as establishing alliances. (Ibid) 
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Loyalty programs do furthermore help corporations to segment and redesign the profile 
of the customer base. Selecting the most profitable and loyal customers and accurately 
target and cultivate them, whilst deselecting unprofitable customers, is one way of 
increasing profits. (Clark, 1997) Due to continuous technological developments, new 
opportunities for customer loyalty programs constantly evolve, which have made it easier 
to collect, gather and access customer data. (Wright & Sparks, 1999) Today, most 
customer loyalty programs involve establishments of different customer clubs (Strauss, 
Chojnacki, Decker & Hoffman, 2001), for instance consumer clubs and business-to-
business clubs (Butscher, 2000). Membership magazines, direct mailings and customized 
web pages are examples of commonly used communication modes. Furthermore, 
customer loyalty programs generally include membership cards through which customers 
can gather points for future discounts. (Strauss et al., 2001) 
 
 
1.2 Problem Discussion 
 
Corporations have developed customer loyalty programs for a number of reasons. For 
instance, the fact that finding new customers costs over five times more than retaining 
current customers as well as that reducing customer defection rate by five percent can 
increase corporate profit between 30 and 85 percent. Furthermore, the actuality that an 
increment of customer retention by two percent might result in a ten percent decrement of 
operating expenses also contribute to the fact that corporations implement customer 
loyalty programs. (Galbreath, 2002) Another reason is the famous Pareto rule, which 
states that about 80 percent of corporate revenue derives from only 20 percent of the 
customers, which explain corporations’ focus on loyal customers (McIlroy & Barnett, 
2000). 
 
As mentioned earlier, technological developments have lead to many opportunities for 
corporations in their customer loyalty work, however there exist some problems. Due to 
the fact that there are so many membership cards in circulation, a problem is that wallets 
and purses are almost full of them. Furthermore, customers might not take time or be 
willing to complete lengthy applications, and some people do not see the loyalty rewards 
meaningful while some might refuse to carry cards due to their suspiciousness of the 
whole idea of identifying themselves and their shopping habits, fearing possible misuse. 
(Wright & Sparks, 1999) 
 
Another problem is the difficulty of distinguishing loyal customers from non-loyal ones. 
Some loyalty programs might actually fail to measure genuine loyalty and are instead 
only measuring repeated purchases. Moreover, customers might not be loyal only by 
having a membership card, (Söderlund, 2001) instead physical factors such as 
convenience, location, quality and price still affect the customers and their purchases 
(Wright & Sparks, 1999). 
 
As a consequence it is essential for corporations to value their different customer 
segments and to use that knowledge in developing a strategy for requiring and retaining 
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the most profitable ones (McDougall, Wyner & Vazdauskas, 1997). There are few 
businesses where all customers are equally profitable, and corporations probably do not 
want to keep all customers. (Gould, 1995) Another issue that many corporations neglect 
is to compare the revenues that the loyal customers generate with the actual costs of the 
customer loyalty programs. Corporations of today need to evaluate whether their loyal 
customers are profitable and also need to define what a loyal customer constitutes. 
(Söderlund, 2001)  
 
The employment of loyalty programs includes huge establishment costs, for instance 
additional advertising and promotional activity, enrollment costs, database creation and 
maintenance costs, editorial and production costs of loyalty magazines and management 
costs (Uncles et al., 2003). Furthermore, before the establishment of a customer loyalty 
program is possible, several organizational factors are required. For instance, no loyalty 
program can succeed without an appropriate internal culture and corporate structure. An 
example of this is that corporations need to be flexible and responsive when serving their 
customers. Furthermore a prerequisite is that corporations need to recognize what the 
customer values are and that this should be the primary aim of their business.  (Peck, 
Paine, Chrisopher & Clark, 1999) Moreover, if the loyalty program should be 
incorporated with another department or if should be an independent unit need to be 
considered (Butscher, 2000). 
 
Due to the discussion above, the management of customer loyalty programs needs to be 
carefully considered and strategically planned (Gould, 1995). This does not merely imply 
to manage behavior but also to manage a state of mind. It means affecting the customers’ 
attitude to do business with the corporation during a long period of time. (Hollensen, 
2002) 
   
Customer Loyalty Potential in the Automobile Industry 
 
The automobile industry was formerly characterized by product orientation, while today 
the industry focuses on establishing long-term customer relationships at all levels of the 
distribution channel. However, the creation of long-term relationships is a difficult 
process in an industry distinguished by mass production. As a result of this, knowledge 
about customers and a focus on their needs is considered to contribute to a car dealer’s 
competitive advantage. (Mittal & Lassar, 1998) 
 
In comparison with other industries, where frequent customer contacts usually face small 
purchasing volumes each purchase, the automobile industry is characterized by just a few 
customer contacts with large monetary value. The profit potential is major and each 
customer is worth much more than only the sales price for a car. The after sales activities 
offering car accessories are an example of a business with large profit potential alone. 
(Heidelberg, 2003) 
 
Moreover, when a customer purchases a car the choice is carefully considered due to the 
fact that it involves a large sum of money, and it is a decision that the customer will live 
with for years. It is definitely a high involvement decision, in comparison with 
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convenience store shopping. (Duffy, 2003) Effective relationship management, which 
encourages customer brand loyalty in the long-term is consequently a crucial activity 
within the automobile industry. When a corporation operating in the automobile industry 
looses a customer to a competitor, this does not merely imply a loss of a customer for that 
period but also losses of associated business with that customer for the next few years. 
(Heidelberg, 2003) 
 
Due to the fact that the automobile industry is characterized by having customers with 
major profit potential, corporations operating in this industry are probably eager to 
maintain customer relationships and consequently focus on customer loyalty. 
Furthermore due to the fact that this industry is well-known for having loyal customers, 
corporations within this industry have probably developed customer loyalty programs. 
For these reasons our study aims to investigate how corporations operating in the 
automobile industry, are managing customer loyalty. 
 
 
1.3 Purpose & Research Questions 
 
The purpose with our thesis is: to gain a better understanding of how customer loyalty is 
managed within the automobile industry. 
 
This purpose has resulted in three research questions as stated below: 
 
Research question one: How can the design of customer loyalty programs in the 
automobile industry be described? 
 
Research question two: How can the implementation of customer loyalty programs in 
the automobile industry be described? 
 
Research question three: How can the evaluation of customer loyalty and customer 
loyalty programs in the automobile industry be described? 
 
In connection with research question three, it is significant to point out that it covers both 
the evaluation of customer loyalty and customer loyalty programs, due to the fact that the 
evaluation of customer loyalty programs to a high extent involves evaluation of customer 
loyalty. 
 
 
1.4 Demarcations 
 
Due to limited time and the wide area that our research questions cover, we have chosen 
to concentrate our research study on the company perspective only. Furthermore we have 
also focused our research on corporations operating in the automobile industry and with 
administrative offices located in Sweden. As a result, only customer loyalty programs 
managed in Sweden will be studied. 
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2. LITERATURE REVIEW  
 
Within the literature review theories related to the concept of customer loyalty and 
customer loyalty programs will be discussed in general as foundational theories. 
Thereafter, theories connected to the management of customer loyalty programs will be 
presented, namely the design, implementation and evaluation of customer loyalty 
programs. A frame of reference will be provided in the end of the chapter in order to 
clarify our choice of theories and their connection.   
 
 
The Concept of Customer Loyalty 
 
There are several definitions of customer loyalty, however most of them refer to a 
customer’s commitment to do business with a particular corporation, buying their 
products and services frequently and recommending the corporation’s offerings to friends 
and associates (Uncles et al., 2003). Oliver (1997, p. 392) defines customer loyalty as: “A 
deeply held commitment to rebuy or repatronize a preferred product/service consistently 
in the future, thereby causing repetitive same-brand or same brand-set purchasing…”. 
 
However, before defining customer loyalty, one needs to identify whether loyalty is an 
attitudinal or behavioral measure (O’Malley, 1998). Behavioral loyalty attempts to define 
brand loyalty in terms of the actual purchases observed over a time period, whereas 
attitudinal loyalty measures are based on stated preferences, commitment or purchase 
intentions (Rundle-Thiele & Bennett, 2001). Attitudinal commitment is seen as taking the 
form of a consistently favorable set of stated beliefs towards the brand purchased. The 
strength of these attitudes is the key predictor of a brand's purchase and repeat patronage. 
(Uncles et al., 2003) 
 
The concept of customer loyalty includes many different notions that embrace the process 
of keeping customers longer, for instance, customer relationship management, customer 
relationship marketing, customer retention marketing and one-to-one marketing. (Duffy, 
2003) These concepts are concerned with customer loyalty because of the benefits of 
retaining and keeping customers, which has a direct impact on corporate profit. Past 
research strengthens this statement and claims that it can be five times more expensive to 
obtain a new customer instead of keeping one. (McIlroy & Barnett, 2000)  
 
A large number of loyal customers are also assets for corporations as it reduces the 
marketing cost of doing business. In addition, customer loyalty normally facilitates 
strategies such as brand extension and market penetration, and has also been identified as 
a major determinant of brand equity. (Rundle-Thiele & Bennett, 2001) Furthermore, 
except that loyal customers usually result in increased revenues for the firm, they 
normally also result in predictable sales and profit streams and are also more likely to 
purchase additional goods and services. (Gremler & Brown, 1998) 
Loyal customers do also convey other benefits for corporations. Firstly, loyal customers 
bring cost savings to the corporation due to that they are familiar with the brand and 
know how to transact with the corporation. Therefore they are more efficient in terms of 
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the way that they use the corporation’s resources. Furthermore, loyal customers usually 
do not hesitate to recommend a corporation’s offerings to people in their surroundings. 
Another positive effect of customer loyalty is that customers who are loyal believe in the 
brand and consequently complain and make sure that the issue is addressed if they 
express a bad experience with the brand rather than rejecting it. Moreover loyal 
customers are more likely to purchase through alternative channels, principally by the 
Internet, which reduce corporations’ costs of doing business with the customers. (Duffy, 
2003) Loyal customers do also purchase the brand frequently because it is not worth their 
time and trouble to search for an alternative (Uncles et al., 2003) and are also normally 
less price-sensitive than regular customers (Reichheld, 1996). 
 
Factors Affecting Customer Loyalty 
 
In order to get loyal customers, corporations need to exceed customers’ expectations. 
Otherwise customers might switch supplier and shop around and will probably not tell 
other people about the quality of the service or product that they have received. However, 
exceeding customers’ expectations does not imply exceeding them on every dimension, 
instead to selectively reward customers with items that are important to them. (Gould, 
1995) 
 
Corporate image has also been considered as an important determinant of customer 
loyalty for a long period of time due to the fact that it is highly associated by how its 
customers perceive the corporation and its offerings. The location and convenience of the 
retailer is also an important criterion for the customer’s choice of purchase, however 
satisfaction needs to be in attendance in order to gain loyal customers. (Mägi, 1999) 
 
The fact that customers strive to obtain a sense of belonging to a corporation or a 
particular brand, do also highly affect customer loyalty. Customers gain comfort from a 
feeling of belonging and being with others that share similar values and beliefs. As a 
result, corporations that are able to create this sense of belonging have a very high 
potential in gaining loyal customers. (Cartwright, 2000) 
 
Promotions of different kinds are aimed at influencing retailer choice and customer 
loyalty, and can for instance affect the purchasing volume of existing customers or 
increase the customer base. Implementation of a customer loyalty program is another 
method for affecting customer loyalty. However, the real outcome of such programs 
depends on the corporations’ investments and the effectiveness and value that they bring. 
(Ibid) 
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Customer Loyalty Programs 
 
Today corporations find themselves in a situation in which they have to build 
professional customer retention systems. One main reason for doing so is because the 
costs of gaining and attracting new customers in highly competitive markets have 
increased considerably. Another principal reason is that the profitability of an individual 
customer grows permanently with the duration of the business relationship. (Strauss, 
Chojnacki, Hoffman, 2001) 
 
Moreover, when the focus is on individual customers, customer loyalty programs can be 
seen as vehicles to increase single-brand loyalty, decrease price sensitivity, dampen the 
desire to consider alternative brands, encourage word-of-mouth support and endorsement, 
as well as increase the purchasing volume. It is furthermore possible that a loyalty 
program can be offered to people who do not purchase the brand. If the program is 
sufficiently appealing it might entice people to switch brand, and in this way create a 
larger pool of customers. Another important component of many customer loyalty 
programs is the scope for cross selling, which implies that customers might be 
encouraged to purchase products they normally have not bought from the provider. 
(Uncles et al., 2003)  
 
Corporations that implement customer loyalty programs normally aim to gather 
information about their customers in order to get a better picture of them.  The 
information gained might for instance consist of geo-demographics, lifestyle and 
purchasing patterns, which helps the corporations to target and customize their customer 
offerings. Furthermore, most corporations state that an aim with their customer loyalty 
program is to reward repeat purchasing. This can be accomplished by rewarding 
customers with for instance discounts, which encourage and motivate customers to re-
purchase because most customers favor compensations.  (O’Malley, 1998)  
 
Although that many corporations state that their main aim with customer loyalty 
programs is to reward customers, the primary aim of most programs is to manipulate and 
influence customer behavior. Due to individualized incentives and coupons, customers 
can be encouraged to for instance increase purchase frequency and pay premium prices. 
Some corporations do moreover implement customer loyalty programs as a competitive 
reaction, which implies that corporations often have an unclear view about what the 
program actually should intend to achieve. Instead of focusing on strategic objectives, the 
focus is on short-term profits. Thus, customer loyalty programs might be implemented as 
a defensive reaction to manage competition. (Ibid) 
 
Customer Clubs 
 
Customer loyalty programs usually involve a creation of a customer club, which is an 
instrument that corporations use for creating customer retention (Strauss et al., 2001). A 
customer club can be described as a communication tool established by an organization in 
order to get in touch with the customer continuously (Butscher, 2000), and as an 
institutionalized form of value-added service, its aim is to offer club members a wide 
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range of benefits and increase customer satisfaction and loyalty. However, it has to be 
considered that the set up and development of a customer club requires considerable 
investments. (Strauss et al., 2001)  
 
A customer club is regarded as a suitable platform to increase the interaction frequency 
between the corporation and customer by creating contact and feedback opportunities. By 
doing so, a close contact is built around the client throughout the entire customer life 
cycle. Another central objective of customer clubs is the augmentation of organizational 
knowledge about the customer. With each customer contact starting from the registration 
the organization receives detailed information about the personal situation, interests and 
demand structures of the members. These insights are collected in a global member 
database and linked with further customer data, which form the basis for individualized 
marketing measures. (Ibid)  
 
The customers’ willingness for a membership depends on whether a distinct advantage is 
offered to them. Customers are only willing to supply data and participate actively in a 
customer club if their individual cost-benefit-calculation leads to a positive result. 
Therefore the customer club must offer a bundle of services that are attractive for the 
target group from either a financial, material or communicative perspective. 
Consequently most customer clubs include a bonus program, which usually offers the 
members a chance to collect bonus points every time they purchase something from the 
corporation or from one of the co-operating partners. (Ibid) 
 
Communication issues are of great importance for the interaction with the customer. Club 
managers therefore usually set up club magazines, direct mailings or special club service 
centers in order to build up and keep contacts with their members. Due to the data 
supplied of the club members, the corporation is able to serve the customers in a one-to-
one marketing approach. The corporation is also able to offer the customers a more 
individualized set of products and services and gets the chance to increase profits by 
cross-selling. (Ibid) 
 
Customer clubs usually include membership cards, which are normally personalized via 
either a number or a signature. These membership cards might be related to an 
application form, which potentially form a database of cardholders. Moreover, the 
membership cards usually contain a magnetic stripe, which could contain further 
personalized details about the cardholder. The advantages of this type of technology are 
that it is still relatively inexpensive to produce many thousands of these cards, yet the fact 
that they can be personalized allows for the creation of a database of cardholders. One 
disadvantage is the fragility of the card due to the fact that it easily can be damaged or 
lost. (Worthington & Hallsworth, 1999). 
 
 

 9 



 

2.1 Designing Customer Loyalty Programs  
 
Within customer loyalty programs, different types of programs can be applied.  
Developed customer loyalty programs are for instance usually divided into consumer and 
business-to-business markets (Strauss et al., 2001). All customer loyalty programs are 
designed differently and consist of different elements. However, some elements are more 
commonly used than others and these are presented below.  
 
2.1.1 Customer Database 
 
A customer database is an information technology tool that provides access to 
information by selecting wide spread data and combing all operational systems such as 
human resources, sales and transaction systems, purchasing and marketing systems. The 
database extracts, transforms and manages large volumes from multiple systems and 
creates a historical overview of all customer interactions. The customer data varies 
depending on corporation and industry (Butscher, 2000) and might consist of 
demographics, for instance age, income, family members, birthdays as well as 
psychographics such as activities, interests and opinions. (Kotler, 2003) Furthermore 
customer databases usually include sales information, such as purchase frequency and 
spend-patterns and customer service interactions. It does also normally consist of account 
status, back orders, product shipments, product returns, claims history and internal 
operating costs which all can contribute to a better understanding of the customer 
behavior. (Injazz & Popovich, 2003) 
 
2.1.2 Communication Modes 
 
Corporations are using different communication modes in order to provide their 
customers with information, services and other benefits. For instance, Internet, email, 
telemarketing, call centers, advertising and fax are examples of communication modes 
frequently used (Injazz & Popovich, 2003). Furthermore, some corporations also offer 
welcome packages, and another communication mode might be a membership magazine 
with stories and up-to-date information about the corporation in general. For instance, an 
example within the automobile industry is corporations’ service centers, which can 
provide driver-guide service and assist the drivers if problems arise. Additionally, as a 
way of communicating with the customers, specific products might be offered to them 
such as special offers and accessories. Moreover, corporations might also have a bonus 
program, which offers the customers the possibility to collect bonus points every time 
they purchase something from the corporation. These gathered points can then be 
changed into gifts or might be used as discounts when buying a new product. (Strauss et 
al., 2001) 
 
After-sale service can also be considered as a customer communication mode ensuring 
that the use of the product is trouble free to customers. This service supports all activities 
and issues that arise during the product’s life span and it might include warranty 
provision, extended service contract option, availability of repair service and toll-free 
phone service. (Loomba, 1998) 
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The growth of the Internet has resulted in an augmentation in building customer 
relationships with the increasing customer access to corporations, such as corporate 
information and on line ordering. (Injazz & Popovich, 2003) It has also resulted in 
increased customer dialogue possibilities, and empowers the customers through self-
service, greater information and deeper feedback. Through an active involvement of the 
customer that is participating in a dialogue, a strong bonding experience is created. 
Potential customers might for instance be encouraged to engage in a process of asking 
questions, getting answers and making decisions, which give confidence and encourage a 
final commitment to a transaction. (Johnston, 2001) 
 
Today, corporations’ websites provide services in new and creative ways that was 
impossible a couple of years ago, for instance web-based frequently asked questions 
pages, which is highly cost effective (Bull, 2003). Customers expect the corporations to 
predict their demands and needs and also to offer service at levels above their 
expectations. As a result the customers are loyal to the corporation for longer periods of 
time. (Injazz & Popovich, 2003) Another example of an Internet based activity enhancing 
customer loyalty might be customized or password-protected pages to individual 
customers (Huizingh, 2000).  
 
2.1.3 Partnerships 
 
Today several corporations are entering into networks and in collaborative partnerships 
recognizing that these newer organizational forms offer considerable benefits in 
achieving the organization’s strategic objectives (Budhwar, Crane, Davies, Delbridge, 
Edwards, Ezzamel, Harris, Ogbonna, & Thomas, 2002). There is also a clear indication of 
a trend toward the creation of strategic customer loyalty alliances between non-competing 
corporations (Evans, 1999). 
 
Partnerships within customer loyalty programs usually imply cooperation concerning 
different rewards offered to customers. Examples of services offered by co-operating 
partners might be special rates for hotels or car rental services that can be used by club 
members. The customers are normally also able to collect bonus points every time they 
purchase something from one of the co-operating partners. (Strauss et al., 2001)  
 
 
2.2 Implementing Customer Loyalty Programs  
 
In order to successfully implement customer loyalty programs, a certain organizational 
structure is required. Theories regarding this issue will be presented below.  
 
2.2.1 Organizational Structure 
 
Organizations are gradually becoming “process oriented” rather than “functionally 
focused”. Meaning that corporations today usually have a holistic view and perceive the 
connection between their activities, instead of focusing on separate functions and tasks. 
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This fact has lead to major implications for development of customer relationships, and 
other marketing related issues. In the present day, the whole corporation has to be 
concerned with the achievement of marketing goals as well as the establishment of 
mutually profitable relationships with customers. This implies that marketing issues 
cannot solely be a concern of the marketing department, but rather a concern for the 
whole corporation. (Peck et al., 1999) 
 
However, no marketing strategy can succeed without an appropriate internal culture and 
corporate structure. The corporate culture and structure has to be capable of supporting 
company-wide concepts of relationship management and marketing. Corporations have to 
move from a well-established functional hierarchy to a process-orientated corporation 
with customer value in focus. The “top down”-mentality with a frequent focus on 
reporting and accounting procedures need to be replaced by responsiveness and flexibility 
when serving the customer. Furthermore, corporations need to design a culture that 
recognizes that the delivery of customer value is the primary aim of business. Central 
factors like internal communication, training and development are crucial when 
developing this sense of common purpose and are consequently the foundations for 
relationship management and marketing. (Ibid)  
 
When a corporation decides to implement a customer loyalty program there are two main 
factors that have to be taken into consideration. Firstly, the corporation has to decide if 
the loyalty program should be incorporated with another department or if it should be an 
independent department or unit. Another important factor is that the corporation has to 
continually develop the cooperation between the customer loyalty unit and other 
departments in order to use and diffuse the valuable knowledge gained by the customer 
loyalty unit. (Butscher, 2000) 
 
The implementation of the customer loyalty program is highly diverse and dependent on 
the corporation due to the fact that corporations are structured differently. However in 
general there is a tendency that the higher the independency the customer loyalty 
programs hold the more efficient it will become. Independency in this case does not 
imply the same meaning as no involvement with other departments. The independency 
means that the managers of the customer loyalty program have the authority to make their 
own decisions on how to manage and organize the program as well as the benefits they 
can offer without discussing these concerns with other parts of the corporation. (Ibid) 
 
Except from general change requirements within organizations, there are a couple of 
more specific changes that need to be carried out in order to successfully implement 
customer loyalty programs. Firstly, corporations need to terminate their focus on major 
customer segments and instead adapt their relationship interactions to individual 
customers. Furthermore, instead of serving all customers similarly, corporations of today 
should serve their customers differently and provide the best customers with best service. 
(Peck et al., 1999)  
 
The hierarchical mentality is another organizational issue that needs to be replaced with 
responsiveness and flexibility when serving the customer. Corporations also have to 
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apply a flexible marketing view, which recognizes that customers change and 
consequently adjust their management, systems and operating links thereafter. The 
flexibility in this context does also refer to the corporation’s ability to tailor products and 
services to the individual customers’ or segments’ precise needs. Moreover the 
corporations implementing customer loyalty programs need to switch from the market 
share and current period profit as measures of success to instead evaluate each customer’s 
profit potential to able to focus on the most loyal and beneficial ones. Finally, in order to 
succeed corporations should focus on customized and tailored marketing. (Peck et al., 
1999) 
 
 
2.3 Evaluating Customer Loyalty and Customer Loyalty Programs 
 
Corporations applying customer loyalty programs should expect them to be profitable. 
Large costs are usually conveyed, however accurate estimates are difficult to obtain. 
There are establishment costs, enrollment costs, IT hardware, database creation and 
maintenance costs, servicing costs, management costs, editorial and production costs of 
specific magazines, direct costs of rewards as well as the opportunity costs of spending 
money on a loyalty program instead of on other marketing initiatives. (Uncles et al., 
2003) 
 
To be able to accurately evaluate customer loyalty programs, it is crucial to carefully 
define which factors that should be measured. Moreover, clearly defined indicators of 
failure and success are critical in order to avoid misunderstandings and misinterpretations 
when evaluating the result. (Butscher, 2000) Furthermore, corporations should carefully 
evaluate and measure their individual customers. The fact that several corporations of 
today repeatedly over invest in customer that bring low value to the corporation, under 
invest of customers of high value, waste numerous resources unnecessarily as well as fail 
to notice major opportunities for future growth and profits, support this activity. 
(McDougall et al., 1997)     
 
The fact that there are no universally agreed definition of what customer loyalty really 
means, makes it important that corporations develop an own definition and understanding 
in order to properly be able to measure their customer loyalty programs (Uncles et al., 
2003).  
 
2.3.1 Categories of Loyalty 
 
There exist two common bases of loyalty perspectives when measuring customer loyalty. 
Firstly, there is the behavioral concept, which is concerned with repeat customer purchase 
behavior. Within this perspective three main classes of measures have evolved: 
proportion of purchase, sequence of purchase, and probability of purchase. In order to 
assess these aspects of loyalty, data concerning customers purchase history is estimated. 
The second loyalty perspective is the attitudinal, which relate to the customer’s mental, 
emotional and knowledge structures. The planned and targeted influence of the 
customer’s behavior can be measured by acting as mediators between stimuli and 
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responses. These attitudes might also be measured by asking how much people say that 
they like the brand, feel committed to it, will recommend it to others, and have positive 
beliefs and feelings about it in relation to competing brands (Uncles et al., 2003). 
 
When combining these perspectives four different categories of loyalty can be 
distinguished: no loyalty, spurious loyalty, latent loyalty and loyalty (Mägi, 1999). 
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Spurious Loyalty  
 
Spurious loyalty is very similar to the concepts of inactivity and apathy, due to the fact 
that the customer does not believe that the alternatives are differentiated. The repeat 
purchase pattern can be based on special offers, convenience, availability of deals and 
recommendation of others. Consequently, customers might only be loyal occasionally 
and can very easily switch to competitors. The aim for managers should be to influence 
these customers in order to make them loyal, which can be done by affecting the 
customers’ attitude toward the brand, for instance through communicating specific 
advantages. Furthermore, an augmentation of switching costs, which imply that it will be 
costly for the customers to switch to another competitive brand, might also be an 
alternative method in order to retain these customers. (Ibid) 
 
No Loyalty 
 
In situations where the customer’s relative attitude as well as the repeat purchase 
behavior is low, there is an absence of customer loyalty. Customers belonging to this 
category, make purchases based on convenience rather than loyalty. Corporations should 
not spend unnecessary resources on customers that are not loyal. However, if these 
customers have potential for becoming loyal in the future, corporations should try to 
influence their attitude and behavior. (Ibid) 
 
2.3.2 CSI, Customer Satisfaction Index 
 
The importance of customer satisfaction is widely recognized. As a result, most countries 
have their own national customer satisfaction index, CSI, in order to analyze the level of 
satisfaction brought to the customers through the corporations’ efforts. The purpose of 
using CSI as a measurement method is to gain a deeper insight into the interaction 
between the customer and the supplier, in order to provide enough customer satisfaction 
information as referential data in planning better policy and decision making. (Chien, 
Chang & Su, 2003) Moreover this index can be expected to be an important complement 
to traditional measures of economic performance, providing useful information not only 
to the firms themselves, but also to shareholders and investors, government regulators, 
and buyers (Chan, Hui, Lo, Tse, Tso & Wu, 2003). 
 
The corporations that implement CSI conduct customer satisfaction surveys and reports 
that measure their customers’ satisfaction from time to time, with or without the help of 
marketing agencies. Although customer satisfaction is widely used, the measurement of it 
is not easy. The components of measurement elements usually include important 
variables and satisfaction drivers, and corporations and researchers generally use single 
item scales of several points to seek customers’ from very dissatisfied to very satisfied 
responses. (Ibid)  However, due to the fact that countries have their own CSI, the 
measurement components as well as the questionnaire design and research method are 
slightly different (Chien et al., 2003). 
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The results from the CSI could be used in performing a competitive advantage 
comparison between industries and corporations, as well as important referential indices 
when developing the corporate strategy. The operational result of CSI might furthermore 
secure revenue, reduce the cost of future transactions, decrease price elasticity, and 
minimize the likelihood that the customer will leave if quality deteriorates. (Ibid) 
 
2.3.3 Customer Lifetime Value 
 
Customers are ultimately the source of all business growth. Still do few corporations 
realize what their customers are really worth. If all customers were exactly the same, the 
business would be much simpler. However, in reality customers vary along a variety of 
attributes, including product preferences, price sensitivity, service cost, retention rates, 
responses to marketing, sales tactics, and use of channels. Consequently, customers vary 
widely in the value they represent to a corporation. (McDougall et al., 1997) 
 
However, many corporations fail to value their customers correctly and consequently 
several mistakes are made as mentioned earlier, for instance over-investment in 
customers who are of low value, under-investment in customers who are of high value, 
waste of valuable resources unnecessarily, and an unintentional failure to notice major 
opportunities for future growth and profits (ibid). 
 
Some corporations measure customer value on a “per transaction” basis. These 
corporations consider that customers are worth having only if their particular transaction 
is profitable. Other corporations measure customer value by adding their transactions 
together over a fixed period, for instance a couple of years. Nevertheless, corporations 
that measure customer value in the short term may not recognize that a particular group 
of customers, which seem to be poor prospects in the short run, may represent incredible 
value to a company in the long run. (Ibid) 
 
In order to estimate customers’ true profitability and lifetime value, four basic 
components can be used (ibid): 
 

 Acquisition cost: the amount the corporation has to spend in order to acquire the 
customer, including marketing costs for instance advertising and promotion, as 
well as sales expenditures. 

 
 Revenue stream: the total revenue the customer generates to the corporation 

through the purchase of products and services. 
 

 Cost stream: the cost for providing the customer with these products and services.  
 

 Length of relationship: for how long period the customer remains a customer. 
 
Once these factors have been taken into consideration, a net present value, NPV, of the 
customer relationship can be estimated. Due to this understanding, corporations are not 
only able to more efficiently allocate their resources to the customers, their capabilities to 
focus on long-term customer relationships development are also enhanced. (Ibid)  
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2.3.4 Segmenting Customers 
 
Market segmentation is a process of dividing a broad market into different and smaller 
groups, market segments, based on similar characteristics of customers. In a multi-
dimensional market, corporations can increase profitability by utilizing market 
segmentation, this due to the fact that customers respond differently to various channels 
of advertising and promotion, primarily because of different needs, wants and 
personality. Through the segmentation based on for instance in-depth customer research 
the corporation can identify the most attractive segments and develop appropriate 
strategies for winning and retaining customer within them. (Peck et al., 1999)  
 
According to Kotler (2003) customer markets could be segmented according to 
geographic, demographic, psychographic, and behavioral variables. In the geographic 
segmentation customers are divided into different groups according to their location. The 
demographic segmentation reveals the tangible variables of the customer such as age, 
sex, socioeconomic status and family structure, while the psychographic segmentation, 
which also can be named as the lifestyle segmentation, includes intangible variables such 
as attitudes, interests and opinions of the customer. Customer lifestyles and products are 
highly correlated, and as a result the consumption choices a customer make indicate a 
certain lifestyle. Thus, lifestyle and personality variables are effective segmentation 
variables for identifying sub-market profiles, measuring and targeting consumers. Finally, 
in the behavioral segmentation the customers might be divided into groups depending on 
for instance on their purchase rate and loyalty. (Brassington & Petitt, 2000) Concerning 
customer segmentation based on loyalty, it allows corporations to tailor marketing and 
communication strategies to the most loyal ones in order to maximize revenue and profit 
growth (McDougall et al., 1997). 
 
2.3.5 Customer Relationships 
 
There are major differences between the most profitable and the average customers. 
Corporations therefore need to identify the right customers and decide which customers 
to abandon. Depending on the customer relationship, different communication modes are 
appropriate. For instance, high-quality relationships should be established with the most 
loyal customers with the highest profit potential. Conversely, disloyal customers with low 
profit potential should be served with less expensive marketing strategies. (Peck et al., 
1999) 
 
One method for identifying customer groups is to distinguish the transactional from the 
relationship customers. The transaction customers are unpredictable and have little 
loyalty and are only striving to obtain the best price. Relationship customers have more 
loyalty potential due to the fact that they are often prepared to pay a premium price for 
the products and services. (Bull, 2003). 
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However, in order to summarize the appropriate type of customer relationship, a simple 
matrix is displayed (Peck et al., 1999): 
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Seek Better Opportunities Elsewhere 
 
Regarding the customers characterized by low profitability and by low opportunities for 
value adding through customization, corporations should serve this customer group with 
inexpensive mass-marketing strategies. Corporations might also choose to abandon these 
customers. (Ibid) 
 
 
2.4 Frame of Reference 
 
In this section, relevant theories discussed in this chapter will be used to construct a 
frame of reference. The section is furthermore presented in order to highlight the 
connection between theories.  
 
In order to give the reader an understanding of the concept of customer loyalty and 
customer loyalty programs, underlying theories were introduced. Within this section 
definitions and correlated notions to the concept of customer loyalty were displayed and 
moreover benefits as well as affecting factors were presented. Concerning the 
foundational theories of customer loyalty programs, the reason to the birth was presented 
and also the creation of customer clubs. The theories within this part of the literature 
review are based on the beliefs from several authors, however the main principles are 
derived from Butscher (2000), Duffy (2003), Mägi (1999), O’Malley (1998), Strauss et 
al. (2001) as well as Uncles et al. (2003). The reason why choosing these authors’ ideas 
was because of their extensive work within the area. 
 
The theories concerning the designing, implementation as well as the evaluation of 
customer loyalty program work as a foundation for our interview guide, and were 
therefore also included in our literature review. Firstly, the general elements that 
constitute the designing of customer loyalty programs were presented, which consist of 
customer database, the Internet, communication modes and partnerships. These theories 
are mainly based on findings of Injazz and Popovich (2003) as well as Strauss et al. 
(2001). Concerning the implementation of customer loyalty programs, theories covering 
the required organizational structure were discussed. These theories are principally 
obtained from Peck et al. (1999).  
 
The evaluation of customer loyalty programs contains theories regarding the evaluation 
of customer loyalty, customer satisfaction index, customer lifetime value, segmenting 
customers and customer relations. Brassington and Petitt (2000), Chan et al. (2003), 
Chien et al. (2003), McDougall et al. (1997), Mägi (1999), Peck et al. (1999), Peppers 
and Rogers (1995) as well as Uncles et al. (2003), are the principle authors within this 
section. These theories connected to customer loyalty programs felt appropriate as they 
are associated to the research purpose of managing customer loyalty.   
 
Due to the fact that the management of customer loyalty is a continual process, our 
research questions are highly correlated and therefore a separation of the theories is 
difficult. Consequently some theories might be appropriate within several sections. 
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However, in order to be able to answer our research purpose properly these research 
questions were selected.  
 
Furthermore the different steps in the management process, namely designing, 
implementing and evaluating customer loyalty programs, highly affect each other. For 
instance, when evaluating customer loyalty programs new suggestions and facts might 
evolve which consequently influence the design phase. Customers that have become 
more loyal might for instance receive expensive and personalized communication. On the 
contrary, customers switching supplier might end up in a different segment and might not 
receive any communication. 
 
In order to further clarify, figure 2.3 presented on next page, graphically displays our 
choice of theories and their connection in response to our research questions.  
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3. METHODOLOGY 
 
In the methodology chapter methodological issues connected to our research will be 
discussed. The considerations that have influenced our choice of methods and 
approaches will be presented, and the methodology chapter will for that reason contain a 
discussion of our research purpose, research approach, literature search, research 
strategy, data collection methods, sample selection, data analysis and quality standards. 
 
 
3.1 Research Purpose 
 
The purpose of research is according to Wiedersheim-Paul & Eriksson (2000) a statement 
of what is to be accomplished by conducting research and how the results of the research 
can be used. Yin (1994) asserts that the research can be grouped and classified as 
exploratory, descriptive or explanatory. 
 
Exploratory research is a particularly useful approach when the aim with research is to 
clarify an understanding of a problem (Saunders, Lewis & Thornhill, 2000). Furthermore, 
an exploratory study method is used when the aim is to develop propositions for future 
research (Yin, 1994). 
 
A descriptive research approach is appropriate when the problem is well structured, when 
the researcher knows what knowledge it aims to collect, and where there is no intend to 
look for cause and effect relationships (Wiedersheim-Paul & Eriksson, 2000).  According 
to Yin (1994) descriptive studies are used when the characteristics of interests are 
investigated in a situation offering a profile of describing relevant aspects of a 
phenomenon. 
 
In explanatory research the emphasis is on studying a situation or a problem in order to 
explain the relationship between variables (Saunders et al., 2000). According to Reynolds 
(1971), the goal with explanatory research is to develop explicit theory, which can be 
used to explain empirical generalizations evolving from the descriptive stage. 
 
The purpose of our thesis is to gain a better understanding of how corporations within the 
automobile industry manage customer loyalty. In order to achieve our purpose we have 
stated three research questions that embrace how corporations’ design, implementation, 
and evaluation of customer loyalty can be described. Since our aim with the research is to 
describe how corporations operating in the automobile industry, are managing customer 
loyalty, the study is descriptive in its nature.  
 
3.2 Research Approach 
 
Research can be conducted in different ways (Patel & Davidsson, 1991), and includes 
both a theoretical and a methodological approach. The theoretical approach can either be 
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inductive or deductive, and the methodological approach is qualitative or quantitative. 
(Zikmund, 2000) 
 
3.2.1 Inductive versus Deductive Research  
 
An inductive approach implies that general conclusions are drawn from empirical 
findings (Yin, 1994), and can be described as the logical process of establishing a general 
proposition on the basis of observation of particular facts (Zikmund, 2000). The empirical 
material is first studies and then connected to theory (Holme & Solvang, 1997).  
 
When applying a deductive approach already established theories and literature are used 
as a foundation for the research (Yin, 1994). Several hypotheses are constituted from 
existing theory and are then tested in reality (Wiedersheim-Paul & Eriksson 2000). 
 
This study is of deductive nature since conclusions have been compared and drawn from 
already existing theories within the research area. An inductive approach was 
inappropriate for this thesis due to the limited time frame given, moreover a larger 
number of case studies and respondents would have been necessary in order to draw 
general conclusions. 
 
3.2.2 Qualitative versus Quantitative Research 
 
Depending on how the data is treated and analyzed, two general research methods can be 
identified, qualitative or quantitative (Patel & Davidson, 1991).  
 
When conducting a qualitative research approach the aim is to interpret and understand 
the phenomena by asking questions such as whom, how and why? (Nyberg, 2000). 
According to Holme and Solvang (1991), only a few objects are studied in a qualitative 
approach, with the purpose to acquire a detailed knowledge. Furthermore, the gathering, 
analysis and interpretation of the research cannot be quantified in a qualitative approach 
(ibid).  
 
In a quantitative research method a large number of objects are selected and studied in 
order to increase the ability to draw general conclusions (Yin, 1994). The general 
objective with quantitative research is to measure and explain and frequently asked 
questions are how much, many, often or to what extent? (Nyberg, 2000). 
 
Since our aim is to describe the management of customer loyalty in the automobile 
industry, the research approach is qualitative. Furthermore our research problem is 
studied in depth. 
 
 
3.3 Literature Search 
 
After defining our research questions we started to search for relevant literature. In order 
to find relevant and accurate literature, different databases have been used. We have used 
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the databases Ebsco, Emerald, Lucia and Libris, which are all available at the homepage 
of the library at Luleå University of Technology. The keywords that have been used when 
searching for information and literature were: “loyalty”, “customer loyalty”, “customer 
loyalty program”, “customer club”, “automobile”, “customer valuation”, “design”, 
“implementation” and “evaluation”. These words were combined in different ways in 
order to maximize the number of hits. 
 
3.4 Research Strategy 
 
According to Yin (1994), five primary research strategies can be used including 
experiments, surveys, archival analyses, histories and case studies. The selection of 
strategy depends upon three distinct conditions. These includes the type of research 
questions, the extent of control the investigator has over actual behavioral events, and the 
degree of focus on contemporary events compared to behavioral events. (Ibid) 
 
Table 3.1: Research Strategy 
 

Strategy 
 

Form of research 
question 

Requires control 
over behavioral 
events 

Focuses on 
contemporary 
events 

Experiment How, Why YES YES 
Survey Who, What 

Where, How many,  
How much 

NO YES 

Archival analyses Who, What, 
Where, How many, 
How much 

NO YES/NO 

History How, Why NO NO 
Case Study How, Why NO YES 

 
Source: (Yin, 1994, p.6) 
 
Experiments were excluded for this study since it did not require control over behavioral 
events. Surveys are usually associated with a deductive approach and they allow the 
collection of a large amount of data from a sizeable population in a highly economical 
way. However, the data collected by surveys may not be as wide ranging and therefore 
should this research strategy not be applied with qualitative research. (Saunders et al., 
2000) Archival analyses attempt to answer questions that were not the aim with out study, 
and this research strategy was therefore not chosen. The use of history as research 
strategy was further not suitable in this study due to the fact that it focuses on past events. 
(Yin, 1994) A case study can de defined as the development of detailed, intensive 
knowledge about a single case, or a small number of related cases. (Saunders et al., 2000) 
This strategy is therefore of particular interest and also used in this study, when the aim is 
to gain a rich understanding of the context (Morris & Wood, 1991). 
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3.4.1 Case Study Design 
 
According to Yin (1994), case studies can be divided into single- or multiple- case 
studies. A single case study can be compared with a single experiment and likewise are 
multiple case studies comparable with several experiments.  
 
The single case study design is appropriate when the single case either represents an 
extreme or unique case, meeting all the conditions for testing a formulated theory, or 
revelatory to observe and analyze a phenomenon previously inaccessible to scientific 
investigations. In multiple case studies there are possibilities of comparison between the 
cases. (Wiedersheim-Paul & Eriksson, 2000). Furthermore, there are other advantages 
associated by choosing multiple cases rather than single ones, since multiple case studies 
usually can be seen as trustworthier than single case studies (Yin, 1994). 
 
In this study, multiple case studies were chosen due to the fact that we attempted to 
collect detailed information and knowledge about corporations’ management of customer 
loyalty. Specifically, how they design, implement and evaluate their customer loyalty 
programs. 
 
 
3.5 Data Collection Method 
 
There are two categories of collecting data, namely primary and secondary 
(Wiedersheim-Paul and Eriksson, 1997). Primary data is collected for a specific purpose 
by the researcher and the information is gathered for instance through interviews, 
questionnaires and observations. (Holme and Solvang, 1997) In this thesis the primary 
data was collected through telephone interviews. Secondary data is data that already has 
been collected for another purpose and the information can be obtained from for instance 
books, articles and research reports. In this study the theory chapter and the company 
backgrounds in the empirical data are of secondary nature.  
 
Additionally, Yin (1994) states that there are six forms of what he refers to as source of 
evidence when collecting data for case studies. These are documentation, archival 
records, interviews, direct observations, participant observation and physical artefacts. 
The strengths and weaknesses of the different sources are presented in the figure below. 
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Table 3.2: Data Collection Methods: Six Sources of Evidence 

 

Source of evidence Strengths Weaknesses 
Documentation Stable: can be reviewed repeatedly 

Unobtrusive: not created as a result of 
the case 
Exact: contains exact names, 
references and details of an event 
Broad coverage: long span of time, 
many events and many settings 

Retrievability: can be low 
Biased selectivity: if collection is 
incomplete 
Reporting bias: reflects 
(unknown) bias of author 
Access: may be deliberately 
blocked 

Archival Records Same as above for documentation 
Precise and quantitative 

Same as above for documentation 
Accessibility due to privacy 
reasons 

Interviews Targeted: focuses directly on case 
study topic  
Insightful: provides perceived casual 
inferences 

Bias due to poorly constructed 
questionnaires 
Response bias  
Inaccuracies due to poor recall 
Reflexivity: interviewee gives 
what interviewer wants to hear  

Direct Observation Reality: covers events in real time 
Contextual: Covers context of event 

Time consuming 
Selectivity: unless broad 
coverage 
Reflexivity: event may proceed 
differently because it is observed 
Cost: hours needed by human 
observers 

Participant Observation Same as for direct observations 
Insightful into interpersonal 
behaviour and motives 

Same as for direct observations 
Bias due to investigator’s 
manipulation of events 

Physical Artefacts Insightful into cultural features 
Insightful into technical operations 

Selectivity 
Availability 

Source: (Yin, 1994, p.80) 
 
Since this study has a qualitative approach, it was inappropriate to use archival records as 
data collection method. The direct and participant observations were not used due to 
limited time and financial resources. The physical artefacts were also excluded because 
this study is not focused on cultural features and neither on technical operations. Thus, 
interviews and documentation were the most suitable data collection methods to this 
study. 
 
There are three types of interviews, open ended, focused and survey interviews. In the 
open-ended interview the respondent is asked about facts as well as opinion about a 
certain matter. In the focused interview the respondent is interviewed for a short time and 
it follows a set of questions derived from a case study protocol. Moreover in a survey 
interview the interview questions are formally structured. (Yin, 1994) In our study we 
have conducted focused interviews since we had an interview guide (see Appendix 1) and 
it was conducted in approximately 45 minutes. 
 
When carrying out an interview there are three types of question methods, personal 
interviews, telephone interviews and questionnaires (ibid). In our thesis telephone 
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interviews were used as interview method due to the fact that the companies interviewed 
were not locally situated and that a questionnaire would be inappropriate due to the 
extensive information needed.  
 
Documentation has also been used in our thesis to collect information about the company 
and to complement some of the questions asked. The documentation is gathered from the 
Internet at the corporations’ websites. 
 
 
3.6 Sample selection 
 
There are two major alternatives on how to select an appropriate sample, random 
sampling and non random sampling. The random sampling gives every part of a 
population an equal probability of selection. The non random sampling includes a 
selection of a sample on other basis than the random sampling, such as convenience and 
personal judgement. (Zikmund, 2000) 
 
The non random sampling technique was used in our thesis when our sample had to be 
multinational corporations, MNCs, operating in the automobile industry and also that the 
corporations had to operate in Sweden. Another condition was that the corporations had 
to have implemented customer loyalty programs. After some research about customer 
loyalty and customer loyalty programs we found SaabOpel Sverige and Toyota as 
suitable corporations. However, even though one of the respondents are working at 
SaabOpel Sverige, the empirical data will only cover Saab and the customers connected 
to it. 
 
The respondent is according to Zikmund (2000) a person that answers a researcher’s 
questions. Furthermore, the selection of the respondent is very important due to the fact 
that the study can be invalid if the wrong person is interviewed. (Holme & Solvang, 
1991) In order to get in touch with the most suitable respondents we contacted each 
corporation’s loyalty unit and explained our purpose. After that we contacted Cecilia 
Salomon, Loyalty Manager at SaabOpel Sverige and Anders Drakenberg, CRM Manager 
at Toyota, which were the most appropriate respondents, in order to set up dates for 
interviews.   
 
 
3.7 Data Analysis 
 
The analysis of data is the most important aspect of a case study and researchers can 
choose between within-case and/or cross-case analysis of the data. Within-case analysis 
implies that a case is compared against pervious theory, whereas a cross-case analysis 
implies that cases are compared to each other. This allows the researcher to notice 
similarities and differences between the cases. (Yin, 1994)  
 
This study will include the analysis of interviews as well as the review and use of 
documentation. In chapter five we firstly make a within-case analysis where each 
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individual case’s empirical findings are analysed against theory. This is followed by a 
cross-case analysis where the different cases are analysed against each other. Then the 
conclusions are displayed in chapter six, where the different findings are presented.  
 
 
3.8 Quality Standards  
 
To determine the trustworthiness and the quality of the gathered data there are two factors 
that have to be taken into consideration, reliability and validity. Validity is defined as the 
ability to measure exactly what concepts that is supposed to be measured (Wiedersheim-
Paul & Eriksson, 2000). In order to increase the validity of the thesis we carefully 
examined which respondents that seemed most appropriate for answer our questions. 
Before each interview a copy of the interview guide was sent to the respondents. By 
doing this, the respondents were able to prepare for the interview and also reduced the 
risk of misunderstandings. Furthermore a tape recorder was used during the interviews so 
that no important data were neglected and it allowed us also to focus on the interview.  
 
Reliability can be defined as the measurement that demonstrates that the process of a 
study have the ability to be repeated with the same exact results (Yin, 1994). To increase 
the reliability in the thesis we interviewed the persons with responsibilities covering 
customer loyalty programs. To further increase the reliability we constructed an interview 
guide that matched with our frame of reference. However one thing that might affect the 
reliability negatively is that the respondents’ answers might be exaggerated in a positive 
direction in order to make a good impression. This possibility might increase when the 
interview guide was sent to the respondents in advance.  
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4. EMPIRICAL DATA 
 
Within the empirical data chapter, information regarding Saab and Toyota will be 
presented. Firstly, company backgrounds will be introduced including the corporations’ 
view on customer loyalty and their customer loyalty programs. Thereafter, data covering 
our research questions will be presented, which includes the corporations’ design, 
implementation and evaluation of their customer loyalty programs. The material 
presented in this chapter is based on two interviews with Cecilia Salomon, Loyalty 
Manager at SaabOpel Sverige and Anders Drakenberg, CRM Manager at Toyota.  
 
 
4.1 Case One: Saab  
 
4.1.1 Company Background 
 
Saab Automobile has its roots in the aeroplane industry, namely Svenska Aeroplan 
Aktiebolaget, which was founded in 1937 with the mission to provide Sweden with 
military aeroplanes during the war. Following the end of the Second World War, the 
corporation realized that an expansion beyond the aircraft industry was necessary. The 
developing mobile industry became a complement to the aeroplanes, and the possibilities 
of restructuring the manufacturing process to also include a production of automobiles 
were investigated. Only after a few years of research and development, the first Saab 
automobile was introduced in 1947. (Saab, 2003)  
  
In 1990, Saab Automobile was separated from Saab and formed an own corporation with 
the head office located in Trollhättan. Investor AB and General Motors were sharing the 
ownership with 50 percent each. By the end of January in year 2000, General Motors 
exercised its option by buying the remaining 50 percent of Saab Automobile. (Ibid) 
 
Customer Loyalty and Customer Loyalty Programs 
 
According to Saab, a loyal customer is a person that previously owned a Saab and that 
owns a Saab today. When calculating the sales on a monthly basis, it is evident that an 
average of 75 percent of the customers that previously were owners of a new Saab 
purchase a new Saab again. These monthly figures are frequently compared with BMW, 
Audi, Volvo and Mercedes, and according to Saab, its customer loyalty is very high in 
general. 
 
Saab’s customer loyalty programs were introduced four years ago. The main aim and 
reason why Saab implemented these programs was to increase the automobile sales to 
current customers, as well as to nurture these relationships.  Saab’s customer loyalty work 
involves the process of retaining current customers, and do not focus on attracting and 
gaining new customers. The customer loyalty work’s monetary budget is half of the 
budget of achieving new customers. The latter budget should cover the mass 
communication, such as TV commercials, radio campaigns, as well as advertisements. 
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4.1.2 Designing Customer Loyalty Programs at Saab 
 
Saab’s customer loyalty programs are divided into a business market and a private 
market. The customer loyalty program within the business market includes a customer 
club, namely Saab Drivers Club, which consists of customers who lease their car and use 
it in their duty. The loyalty program within the private market consists of the same ideas 
and objectives as in the business market, however within this market there exist no 
official customer club.  
 

The membership fee of Saab Drivers Club is free of charge, and the members are offered 
a welcome package as well as a personal telephone number. When using this telephone 
number, members can receive information regarding for instance weather and road 
conditions, and are also able to book travels. The number is free of charge and also 
provides a direct link to the member’s car dealer, answering questions concerning the car. 
Through the Saab Drivers Club’s web page business customers also receive information 
and offerings.  
 
Saab offers the Saab-card to its customers in the private market, which might be 
considered as a customer club. The Saab-card is a credit card connected to Skandinaviska 
Enskilda Banken, SEB, where the customers are able to collect bonus points for every 
purchase at Saab car dealers. The Saab-card has a fee of 150 Swedish crowns per year 
and the bonus points gathered can be transformed into discounts on for instance repair 
service and car accessories or it can be used as part payments of a car purchase. One 
Swedish crown is transferred into one point and for every purchase worth 100 Swedish 
crowns, the customer get a discount of five percent at Saab car dealers. It also implies one 
half percent discount at Saab’s partners, for instance DTF Travel, Avis, Preem, other gas 
stations as well as stores, restaurants and hotels.  
 
Saab’s customer database was established before its customer loyalty programs were 
introduced four years ago. Within the customer database different facts regarding the 
customer are stored, for instance name, age, address, telephone number and email. 
Furthermore, information regarding the car, for example car model, accessories and 
equipment, when it was purchased as well as the time period of the customer relationship 
are stored in the database. The car dealers manually place the information in the database 
when a customer purchases a car. Thereafter the register is updated by information 
received from the Svenska Bilregistret. 
 
There is also a customer service available for all customers, business customers as well as 
private customers, which take care of complaints and inquires. This service, called Saab 
Direct, is also able to connect and link customers to several services but also to partners 
cooperating with Saab. Internet is an integrated part of this process where customers are 
able to send complaints and inquiries by email, however the Swedish web page does not 
display any frequently asked questions. Furthermore, the Internet provides the customers 
with general information regarding the ownership of a Saab. Customized web pages exist 
on an individual level concerning the owners of the Saab-card. The customers are able to 
login via a personal code in order to view their current balance, gathered bonus points as 
well as their latest transactions.  
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Saab offers different activities to its private customers and its business customers. The 
private customers receive various offerings dependent on how important it is perceived 
by Saab. When it concerns the business customers, all customers receive the same 
offerings. An important and crucial element in Saab’s loyalty programs is its customer 
database, containing relevant customer information. This database makes it possible to 
differentiate customers in order to distribute and communicate accurately. Welcoming 
letters are furthermore distributed to all its customers.  Moreover all loyal customers, both 
private and business, are provided with the Saab Magazine, which is distributed three 
times a year. 
 
4.1.3 Implementing Customer Loyalty Programs at Saab 
 
Saab considers its customer loyalty work as important and there is a specific department 
working with customer relations at Saab, which consists of eight employees working full-
time. There is one CRM manager and two loyalty managers, where one is responsible 
over the business customers while the other is in charge of the private customers. 
Thereafter one person is employed as an analyst, one with responsibility of the database, 
one working with prospect dialogues, and finally two persons responsible over Saab’s 
customer service. At the customer service there are also twelve co-workers that are 
outsourced. The department has fixed budget and work independently, which implies that 
the department makes its own decisions and does not need to negotiate every individual 
activity with other parts of the corporation. In order to diffuse the department’s know-
how, its work is communicated within the organization. 
 
When it concerns the car dealer’s customer relations’ work, this is done separately. As a 
consequence care dealers take care of their customers differently. Some of them are very 
ambiguous and send flowers and gifts on the customers’ birthdays, while others do not 
put much effort into this activity. However, Saab has some guidelines that the car dealers 
have to follow in order to take care of the customers correctly, for instance standards 
regarding delivery.  
 
Regarding the dissemination of customer complaints across the organization, the Saab 
Direct division takes car of all ordinary issues. In more complicated situations, the 
customer is connected to the responsible unit in order to solve the problem. For instance 
if it is a product related issue the customer is linked to the product manager and if it 
concerns marketing, the marketing manager deals with the problem. 
 
4.1.4 Evaluating Customer Loyalty and Customer Loyalty Programs at Saab 
 
Saab evaluates its customer loyalty on a monthly basis, where the customers’ car 
purchases are appraised. Two indicators are used, firstly an estimation of the customers 
that purchase two new Saab cars in a row, and secondly the amount of customers that 
own a Saab today, no matter of car category, and which purchase a new Saab again. The 
basic condition to be considered as a loyal customer according to Saab, is that the 
customer should own a Saab today. An interesting finding of customers is that the 
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customers who drive Saab 9-3 or 9-5 tend to be more loyal than owners of Saab 900 or 
9000. 
 
Saab evaluates its customer loyalty programs, however it does not measure each 
individual activity’s effect on customer loyalty. Saab knows that its customer loyalty has 
increased, but the corporation is not certain that this depend on its customer dialogues. 
Instead the increased customer loyalty can be a result of an excellent product with 
superior quality. 
 
In order to evaluate customer attitudes, Saab continuously gathers important information 
through focus groups. These groups consist of ten persons, which together with a 
mediator discuss relevant issues. Depending on the issue of discussion, different persons 
are selected. For instance, if the discussion concerns the Saab-card the selected persons 
are usually active card users. In addition, if Saab is interested in investigating the low 
usage rate of the Saab-card, passive users are usually chosen.  Due to the fact that Saab 
does not want to affect the outcome of these discussions its loyalty personnel are 
invisibly observing the group’s opinions and reactions. Furthermore, telephone surveys 
are another method used for gathering and understanding customers’ opinions. 
 
Saab’s private customers are segmented into nine clusters in order to identify its most 
loyal customers. The bases for segmentation are diverse and in which cluster a customer 
is placed depend on for instance, car model and year of production, historical ownership, 
age, geographic location and gender. The customers are permanently segmented, 
nevertheless customers might switch cluster, for instance if a customer purchases a new 
car or if it does not purchase or update its car during a long period of time. The business 
customers are not segmented and as a consequence all customers that are members in 
Saab Drivers Club receive the same information and offerings, no matter of how loyal 
they are. 
 
Saab continuously communicates to every single private customer, independent of loyalty 
status. However, six different communication modes and offerings are distributed 
depending on the cluster or segment. When it concerns valuable and important customers, 
they are better rewarded than the average, for instance with generous discount coupons 
and invitations to specific events. Considering the customers who are not so loyal, Saab 
does not put so much effort into the distribution of expensive communication. In such 
cases cheaper and cost efficient methods are used as communication modes, for instance 
email.  
 
Potential customers receive information focused in strengthening Saab as a brand. These 
customers do also get tactical offerings that actively promote purchasing actions. To loyal 
customers, which already are familiar with Saab, other kinds of information are sent. The 
offerings to the loyal private customers are similar to that of the business customers, and 
these might be invitations to car launches, sport arrangements such as invitations to the 
Swedish Open in Båstad, as well as other VIP happenings. Concerning the after sale 
service, Saab consider its service center Saab Direct as an after sales activity. 
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Saab does not end its customer relations, meaning that the corporation does not quit 
sending out materials and offerings unless this is the customers’ request. When customers 
switch and leave Saab for a competitor, this customer is sent a request whether she or he 
wishes to continue its contact and communication with Saab, thus it is the customers 
decision whether the relationship should continue or not.  
 
 
4.2 Case Two: Toyota  

 
4.2.1 Company Background 
 
Toyota has its roots in the Japanese Textile Industry. In 1918, Toyoda Spinning and 
Weaving Company was founded, which later on developed into the automatized industry. 
Since Toyota’s establishment in 1937, people have been provided with automobiles. 
(Toyota, 2003) 
 
Today Toyota is the third largest automobile manufacturer, in terms of vehicles sold, and 
together with its subsidiaries it produces a full range of model offerings from 
minivehicles to large trucks. It is the largest Japanese automobile manufacturer, 
producing more than 5.5 million vehicles per year, equivalent to one every six seconds. 
Toyota manufactures automobiles in 25 regions throughout the world and these are sold 
in more than 160 countries under the Toyota, Lexus, Daihatsu, and Hino brands. (Ibid) 
 
Customer Loyalty and Customer Loyalty Programs 

 
Toyota defines customers as loyal when they own a Toyota today and also purchase a 
Toyota as their next car. Toyota has today approximately 230 000 customers in Sweden, 
and over half of them purchase a Toyota again. According to Toyota its customer loyalty 
fluctuates, however in general the corporation consider its customer loyalty as very high. 
In comparison with other automobile brands, Toyota has been in the top with 70 percent. 
Today its loyalty score has reduced, but it is still in the front in comparison with 
competitors according to Toyota.  
 
Toyota states that it has been aware of the fact that its current customers are the most 
important target group, for a long period of time. In 1999 Toyota introduced its customer 
loyalty program, Toyota Loyalty, which only focuses on private customers. The main aim 
with this program is to increase the purchase frequency of current customers, but the 
activity of rewarding loyal customers is also considered as important as well as the 
gathering of customer information. According to Toyota, its customer loyalty program is 
a minor part of its work to get satisfied customers. The most important is a functioning 
car and that the customers get well treated when visiting a Toyota car dealer. 
 
Concerning the monetary distribution, Toyota put more resources in the process of 
gaining new customers. This due to the fact that more efforts are required in order to 
attract potential customers. However, Toyota believes that the mass media 
communication intended to prospective customers also influence current customers 
regarding the strengthening of the brand. 
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4.2.2 Designing Customer Loyalty Programs at Toyota 
 
Toyota’s customer loyalty program, Toyota Loyalty, is focusing on the private market, as 
mentioned earlier. Toyota does not have an official loyalty program within the business 
market yet, however much resources are put into the identification process of business 
customers to be able to establish additional personal relations. Toyota strives to for 
instance to be able to send the customer magazine Collage, Christmas cards, and summer 
greetings to the business customers. Toyota does not have any official customer club and 
is not involved in any partnership. However the customers are able to collect bonus points 
and are offered similar activities as in customer clubs.  For instance, when a customer 
purchases a Toyota for the first time, 1000 points are gathered. For the second purchase 
2000 points are collected, and thereafter the customer gains 1500 points per purchase. A 
nine month break as a “non-owner” of a Toyota is the maximum accepted limit, in order 
to collect bonus points. The customers also gather points based on the amount of car 
service occasions at Toyota car dealers. 
 
In Toyota’s customer database, which is frequently updated and transformed every night 
from the National Road Administration, information of every customer’s purchasing 
history is gathered. It consists of the customers’ previous and current Toyota model, the 
number of Toyotas within the household as well as facts regarding the service of the car. 
Furthermore, Toyota gathers information concerning the period of time that the 
customers have owned a Toyota. Except the customers’ purchasing history, no additional 
information about the customers is stored in principle. Although Toyota’s database is 
organized in a way that makes it possible to collect information of the customers’ 
interests, this is not applied.  
 
Toyota offers all its customers a car-card connected to Ikano-banken. This card is free of 
charge and provides the customers with possibility of purchasing on credit at Toyota car 
dealers. A maximum of 30 000 Swedish crowns can be purchased on credit, which the 
customers can apply for as an ordinary bank loan.  However, this card does not function 
as an ordinary credit card, instead it can only be used at Toyota. 
 
Examples of activities offered to Toyota’s customers are first and foremost, that all new 
customers are provided with a welcoming letter. This aim with this letter is to strengthen 
the customer in its choice of purchasing a Toyota. Another example of an activity 
provided to the customers is the letter reminding of the forthcoming car inspection. The 
customers are also offered a pre inspection of the car for 200 Swedish crowns where they 
receive information about the faults that have to be taken care of. The customers carrying 
out this inspection receive a discount coupon of 400 Swedish crowns, which they later 
can use for reparation of eventual errors of the car.  
 
Another example is the customer magazine Collage, distributed to Toyota’s customers 
three times a year together with various offerings.  No direct telephone number to 
customer service is provided to the customers with inquiries related to Toyota, instead 
they are requested to contact their car dealer. 
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In January every year, Toyota’s customers receive a summary over their gathered bonus 
points, and offerings and rewards related to their bonus point level. Toyota Loyalty sends 
this letter, which is the only circular from this unit. Other activities are offered to the 
customers from other units, however no further activities are continuously provided from 
Toyota’s customer loyalty program.  
 
Concerning the integration of the Internet in Toyota’s customer loyalty program, no 
customized web pages are available on an individual level. However, in connection with 
specific campaigns customers are sometimes offered a personal code.  This code can for 
instance be used in order to get a preview of cars that have not been launched yet.  The 
customers always have the possibility of reaching Toyota by email, and are also able to 
read general information about the corporation on the Internet. There are furthermore 
direct links to Toyota’s car dealers on its home page. However, Toyota’s Swedish web 
page does not display any frequently asked questions. 
 
4.2.3 Implementing Customer Loyalty Programs at Toyota 
 
Toyota has no independent department working with its customer loyalty program, 
instead this is managed by the marketing department. The title customer relationship 
manager has existed for about a year, however a focus on customer loyalty has existed for 
a longer period of time. Three employees are today working with Toyota’s customer 
loyalty program, however none of these positions are full time posts. In comparison with 
other departments at Toyota, its loyalty program is rather valued. Toyota has set up a 
sales target for year 2005 that comprises the exact amount of cars that has to be sold to 
current and potential customers as well as to business customers. However, as the 
majority of other marketing activities, the customer loyalty program is mostly carried out 
by the car dealers.   
 
In order to be aware of the car dealers’ work with their customers, Toyota uses the CSI as 
a method of control. This index is based on continuous measurements of customer 
satisfaction made by Sifo, a Swedish research corporation, where the customers’ opinions 
of the service, price and delivery are investigated. The results of the investigation are 
continuously communicated to the car dealers. Toyota has also set up a minimum 
acceptance level of customer satisfaction, which the car dealers have to reach. However, 
the car dealers work varies widely, some car dealers are very ambiguous while others 
work on an average level.  
 
Toyota usually gets customer complaints via email or telephone, which then are taken 
care of by the appropriate department. If the complaints concern a specific car model, 
Toyota’s technical assistance, Teknisk Support, takes care of the issue immediately. 
Toyota has also established a standard stating that the complaints and inquires should be 
taken care of within a certain time period. 
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4.2.4 Evaluating Customer Loyalty and Customer Loyalty Programs at Toyota 
 
Toyota measures its customer loyalty program, nevertheless the corporation does not 
derive the result against individual activities, meaning that Toyota does not exactly know 
if each activity results in customer loyalty. Furthermore, the evaluation of customers’ 
loyalty is based on their repurchase behavior. Toyota’s customers are not segmented 
according to loyalty in principle and there exist no permanent segments. Instead the 
customers are divided before every individual campaign. Toyota identifies different kinds 
of buyers for instance regarding their car model, and adapts its information and marketing 
activities. For instance if the corporation send out advertisements regarding a launch of a 
new car, it considers which customers that might be interested in that specific car model.  
 
Regarding Toyota’s welcome letter, there are 20 different alternatives distributed to the 
customers, depending on the customer’s car model and how it is purchased. This letter 
aims to strengthen the customers’ choice of choosing Toyota. In order to gather 
information regarding the customers’ attitude towards the brand, interviews and focus 
groups take place. An example of an investigation that regularly takes place is the Car 
Park Survey, made in Brussels, where customers are studied for instance based on their 
attitudes and awareness towards the brand.  
 
The customers’ lifetime value is measured by Toyota, and estimations indicate that a 
customer that purchases a Toyota at the age of 18 and owns it until she or he passes away 
is worth Toyota three million Swedish crowns. Another measurement tool frequently 
used is the CSI made by Sifo. This method evaluates the customers’ satisfaction through 
investigating whether the customers are satisfied with Toyota’s service offered as well as 
the price and delivery. Toyota follows up these results in order to observe the eventual 
progress. 
 
On the basis of the customers’ behavior and actions during the year, the customers gather 
points that might reach the level of a silver customer or a gold customer. Depending on 
the category, the customer is offered different offerings and rewards. The greatest 
compensation offered to a silver customer is the benefit of a free rent car during the time 
that the car is checked and serviced by a Toyota service center. The gold customers are 
also offered this privilege but also get their car washed during the service, as well as free 
change of winter and summer tires. Both categories of customers are always offered a 
discount on rent cars. Furthermore, a couple of days per year, all car dealers have their 
business open during the weekend, were customers are invited. The car dealers might 
offer additional rewards to the customers, for instance “give-aways”, special offers such 
as golf events. Customers and prospects are usually also invited to test-drive different 
Toyotas. When it concerns after sale service, some car dealers at Toyota contact their 
customers in order to remind of forthcoming services. 
 
All customers at Toyota are, as already mentioned, offered the customer magazine 
Collage, however together with the magazine different offerings are provided depending 
on which car the customer drives. However, Toyota does not adjust the communication to 
its customers in terms of its expensiveness. Thus, less expensive communication methods 
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are not applied for less loyal customers. Concerning Toyotas distribution of Collage, the 
customers are divided into three segments in order to send appropriate material. For 
instance a customer owning an old car might not be interested in purchasing a GPS 
navigator, which might be demanded by a customer owning a new car. When it concerns 
the termination of customer relationships, Toyota is satisfied with every customer due to 
the fact that all customers generate sales and profits. Consequently Toyota does not end 
any customer relationships. 
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5. ANALYSIS 
 
In this chapter, an analysis of the empirical data will be presented together with the 
literature outlined in the frame of reference. Saab’s and Toyota’s customer loyalty 
programs will therefore be examined on the basis of the design, implementation and 
evaluation of customer loyalty programs. The data from the specific cases will be 
compared to theory through a within-case analysis. Thereafter, this chapter ends with a 
cross-case analysis, which implies that the cases are compared with each other.  
 
 
5.1 Within-Case Analysis of Case One: Saab  
 
5.1.1 Designing Customer Loyalty Programs 
 
Saab customer loyalty programs are divided into a business and a private market, which 
highly corresponds with Strauss et al. (2001) that state that developed customer loyalty 
programs usually are separated into consumer and business-to-business markets. 
 
Within Saab’s customer database different facts about its customers are gathered, for 
instance, name, age, address, telephone number and email. Furthermore, information 
concerning the car is stored, such as car model, accessories and equipment, time for 
purchase as well as the length of customer relationship.  
 
According to Butscher (2000) the information stored within customer databases depends 
on corporation and industry, which is in line with Saab when it store information 
regarding customers’ cars. Databases might consist of demographic factors such as age, 
income, family members and birthdays. However, it might also include psychographics 
for instance interests and opinions. (Kotler 2003) Other information stored in the data 
base might be sales information, for instance purchase frequency and spend patterns, 
which all can contribute to a better understanding of the customer according to Injazz and 
Popovich, 2003. When comparing the data against theory, Saab’s database content 
corresponds with the literature, however concerning the psychographic factors these are 
not stored in the database.  
 
When it concerns the communication modes used at Saab, a welcome package is offered 
to all its customers. The members of Saab Drivers Club are also offered a personal 
telephone number, where they can receive information such as weather and road 
conditions and where they also are able to book travels. Saab also communicates with 
these members as well as to other loyal customers, through Saab Magazine, which is 
distributed three times a year. The private customers are offered the Saab-card where they 
are able to collect bonus points for every purchase at Saab car dealers, which can be 
transformed into discounts. Saab Direct, the customer service, also link customers to 
several services but also to partners cooperating with Saab. Furthermore, the offerings 
provided to Saab’s private customers vary depending on each customer’s importance. 
Conversely, the business customers receive the same offerings.  
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Strauss et al. (2001) state that corporations might send welcome packages and 
membership magazines. Corporations might also have a bonus program with the 
possibility to collect points according to the authors. Additionally the authors state that 
specific products, offers and accessories might be offered to the customers as a 
communication mode. They furthermore suggest that automobile corporations could 
provide driver-guide service. As a result, the data highly corresponds with theory. 
 
Saab’s web page provides the customers with general information and facts about the 
corporation and their ownership of a Saab. All customers have also the possibility to send 
inquires and complaints by email. The business customers, members in the Saab Drivers 
Club, receive specific information and offerings through the Internet. Moreover, the 
private customers at Saab have possibilities to find out their Saab-card’s current balance 
through an Internet service, where they are able to view their latest transactions as well as 
their gathered bonus points. Customized web pages exist on an individual level and there 
are certain pages intended to the members. Johnston (2001) suggests that the Internet 
enhances customer dialogues through greater information and deeper feedback.  
Furthermore, the author states that customers might be engaged in asking questions and 
getting answers through the Internet. Therefore Saab’s Internet activity is in accordance 
with these theories. Huizingh (2000) suggests that an Internet activity might be password 
protected pages to individual customers that enhance customer loyalty. These findings 
also correspond with Saab due to the fact that the private customers, owning a Saab-card, 
are able to find out their individual balance, transactions and bonus points though a log-in 
service. 
 
A number of partners are involved in Saab’s customer loyalty program and are connected 
to the Saab-card, such as DTF Travel, Avis, Preem, other gas stations as well as stores, 
restaurants and hotels. These partners offer discounts, which corresponds with Strauss et 
al. (2001) that state that partnerships within customer loyalty programs normally imply 
cooperation concerning different rewards offered to customers. Some examples of 
services might be special rates for hotels or car rental services, according to the authors. 
The data is therefore highly consistent with theory regarding its partnerships. 
 
5.1.2 Implementing Customer Loyalty Programs  
 
There is a specific department working with customer relations at Saab, which consists of 
eight employees. The departments know how is communicated and disseminated 
throughout the organization. Butscher (2000) firstly proposes that corporations need to 
decide whether the customer loyalty program should be incorporated with another 
department or if it should be an independent unit. Thereafter the author states that there is 
a tendency indicating that the higher independency of the customer loyalty program, the 
more efficient it will be. When comparing Saab’s organizational structure with the theory 
it is consistent, due to the fact that Saab has an autonomous unit working with its 
customer loyalty program, and as a result it should be more efficient. 
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The car dealers at Saab work quite independently, meaning that the customer relations’ 
work differs and they take care of their customers differently. However, Saab has stated 
some guidelines that the car dealers have to follow, for instance instructions regarding 
delivery, in order to take care of the customers properly. Saab furthermore disseminates 
the customers’ complaints across the organization when it concerns complicated issues. 
The customers are connected to the responsible department, for instance the product 
manager deals with product related issues and the marketing manager deals with 
marketing concerns. Consequently, due to Saab’s internal communication regarding 
customer complaints as well as its guidelines adapted for the car dealers, it somewhat fits 
with the theory with reference to the importance of customer value delivery as Peck et al. 
(1999) state. Furthermore, the authors also suggest that “top-down”- mentality should be 
replaced by responsiveness and flexibility when serving the customer. Within this area, 
Saab partly corresponds with the findings. When it concerns the replacement of the “top 
down” mentality, Saab still controls its car dealers through specific guidelines, however 
they still have a great deal of flexibility when serving their customers due to the fact that 
the car dealers work quite independently.  
 
5.1.3 Evaluating Customer Loyalty and Customer Loyalty Programs 
 
According to Uncles et al. (2003), corporations should expect their loyalty programs to be 
profitable. Moreover Butscher (2000) suggest that in order to accurately evaluate 
customer loyalty programs, measurement factors should be defined. When comparing the 
gathered data with these theories, it partly corresponds due to the fact that Saab evaluates 
its customer loyalty programs. However, Saab does not evaluate the effect of each 
individual activity. 
 
Saab measures its customer loyalty every month, where the customers’ purchases are 
evaluated. Saab uses two indicators, firstly an estimation of the customers that purchase 
two new Saab cars in a row, and secondly the amount of customers that own a Saab 
today, no matter of car category, and who purchase a new Saab again. According to 
Uncles et al. (2003) two common bases of loyalty perspectives exist when evaluating 
customer loyalty, namely the behavioral concept and the attitudinal concept. The 
behavioral concept includes for instance the proportion of purchase, whereas the 
attitudinal relates to the customer’s emotions and attitudes. Mägi (1999) furthermore 
combines both the behavioral and attitudinal factors when evaluating different categories 
of loyalty. Consequently, Saab partly corresponds with these theories due to the fact that 
it only measures customers’ repurchase behavior when evaluating its customer loyalty. 
Saab evaluates customer attitudes through telephone services and focus groups, however 
the attitudes are only evaluated in order to investigate specific issues, for instance low 
usage rates of the Saab-card. Therefore, the attitudes are not used in order to measure 
individual customer loyalty, as a result this data does not fit with theory.  
 
According to Chien et al. (2003), CSI can be used as a measurement method in order to 
gain a deeper insight into the interaction between the corporation and the customer. 
Another evaluation of customers used is according to McDougall et al. (1997) to measure 
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customer lifetime value. None of those theories relate to Saab since they are not applied 
within its evaluation of customers. 
 
According to Peck et al. (1999) market segmentation, which divides a broad market into 
different groups, helps corporations to identify the most attractive segments in order to 
develop appropriate communication strategies. This is line with Saab which has 
permanently segmented its private customers into nine clusters based on for instance car 
model and its year of production as well as the customer’s historical ownership, age, 
geographical location and gender. However, the business customers are not segmented 
and consequently receive the same information and offerings, which is not in line with 
theory. According to Kotler (2003) the market could be divided based on four different 
variables, namely geographic, demographic, psychographic and behavioral. When 
comparing Saab’s segmentation with this theory it mainly matches, however not 
concerning the psychographic variable when Saab not evaluates each customer’s 
attitudes, interests and opinions. 
 
Peck et al. (1999) suggest that different communication modes are appropriate depending 
on customer relationship. They further state that high-quality relationships should be 
established with the most profitable and loyal customers, while disloyal customers with 
low profit potential should be served with less expensive marketing strategies. In Saab’s 
case, communication modes and offerings are distributed depending on the cluster or the 
segment. For instance, Saab’s welcome packages are differentiated and adapted to its 
different customers and furthermore loyal customers receive Saab Magazine while other 
customers do not. Concerning the valuable and important customers, they are better 
rewarded than the average customers, for instance with invitations to specific events. 
Regarding the less loyal customers, Saab does not put much resources and efforts into the 
distribution of expensive offers. The communication modes used for these customers are 
less expensive, for instance email. Concerning the potential customers at Saab, they 
receive tactical offerings in order to strengthen Saab as a brand. Due to the fact that 
Saab’s loyal customer already is familiar with the brand, they receive other offerings for 
instance invitation to car launches as well as sport arrangements.  
 
Consequently, the data fits well with theory. The data is also consistent with Peppers and 
Roger (1995), which also state that customer relationships can be divided into different 
groups. However, concerning the abandoning of customers with low profitability and low 
opportunities for customization, Saab does not correspond with theory. The fact that Saab 
does not end any customer relations unless it is on the customers’ request, strengthen this 
statement.   
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5.2 Within-Case Analysis of Case Two: Toyota  
 
5.2.1 Designing Customer Loyalty Programs 
 
Toyota’s customer loyalty program is only focusing on the private market, and therefore 
it partly corresponds with Strauss et al.’s (2001) theory suggesting that developed 
customer loyalty programs usually are separated into consumer and business-to-business 
markets. 
 
Toyota’s customer database consists of the customers’ previous and current Toyota 
model, the number of Toyotas within the household, facts regarding the service of the car, 
as well as information regarding the period of time the customer has owned a Toyota. 
These issues are therefore in line with Butscher’s (2000) theory regarding that the 
information stored within customer databases depends on corporation and industry. Injazz 
and Popovich (2003) suggest that databases usually consist of sales information, such as 
purchasing frequency and spend patterns as well as customer service, which correspond 
with Toyota. According to Kotler (2003), demographics such as age, income, family 
members and birthdays, as well as psychographics for instance customers’ opinions and 
interests, might be stored in the database. These findings are not in line with Toyota’s 
database even though it is organized in a way that makes it possible to store information 
of this kind. 
 
Regarding the communication modes used at Toyota, a welcoming letter is provided to 
all new customers. Its customer magazine, Collage, is distributed to the customers three 
times a year together with various offerings. Toyota offers no direct telephone number to 
its customers, instead they can contact their car dealers. An example of another activity 
offered by Toyota is the reminding letter of the forthcoming car inspection.  Toyota does 
also offer its customers a car-card, which gives the customers the possibility of 
purchasing on credit at Toyota car dealers. When a customer purchases a Toyota it 
gathers bonus points depending of the numerical order of the car purchase, which later on 
are transformed into various offerings. The customers also gather points based on the 
servicing of their car at Toyota car dealers. In January every year Toyota’s customers 
furthermore receives a summary of their gathered bonus points and receive offerings and 
rewards in relation to those. When these facts are compared with the findings of Strauss 
et al. (2001), they are in accordance regarding the distribution of welcome packages, the 
membership magazine as well as the bonus program. However, when it concerns the 
driver-guide service and assistance, this is not applied at Toyota and is therefore not in 
line with theory. 
 
At Toyota’s homepage the customers are able to find general information about the 
corporation as well as email addresses and there are also direct links to its car dealers. 
However, no customized web pages exist on an individual level, except in connection 
with specific campaigns. Toyota’s customers are then offered a personal code, which can 
be used in order to get a preview of cars that soon will be launched. Johnston’s (2001) 
ideas concerning that customers might be encouraged to participate in the process of 
asking questions and receiving answers through the Internet, are in line with Toyota’s 
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web page construction due to that email addresses and links to car dealers are available. 
Huizingh (2000) suggests that password-protected pages can enhance customer loyalty, 
which partly is in line with Toyota during certain campaigns. 
 
Evans (1999) implies that there is a trend towards strategic customer loyalty alliances 
between non-competing corporations, which is not in accordance with Toyota since it is 
not involved in any partnerships within its customer loyalty program. 
 
5.2.2 Implementing Customer Loyalty Programs  
 
Toyota’s work within its customer loyalty program is managed by the marketing 
department. Furthermore three employees are working part time within the program. 
Butscher (2000) claims that there is a tendency that the higher independency the customer 
loyalty program holds, the more efficient the result will be. When comparing these facts 
with Toyota, it is not in accordance with theory as Toyota does not have any independent 
department only working with its customer loyalty program. 
 
Toyota uses the CSI as a method of measurement when evaluating the car dealers’ work 
with their customers. The CSI results are frequently communicated to the car dealers, and 
there is also a minimum acceptance level of customer satisfaction set up at Toyota. 
However, the car dealers’ work at Toyota varies widely where some are very ambiguous 
and while others work on an average level. Peck et al. (1999) believe that corporation’s 
“top down”- mentality should be replaced with a more flexible and responsive view when 
serving the customer. This partly corresponds with Toyota due to the fact that the car 
dealers work quite independently. However Toyota requires the car dealers to accomplish 
a minimum level of customer satisfaction, which highly corresponds with Peck et al.’s 
(1999) theory regarding the importance of customer value delivery within organizations.  
Toyota furthermore disseminates its customer complaints due to the fact that they are 
governed by appropriate department.  Moreover, a standard declares that inquires should 
be managed within a certain time period. Consequently the data corresponds with theory 
to some extent regarding its internal communication of the importance of customer value 
delivery.  
 
5.2.3 Evaluating Customer Loyalty and Customer Loyalty Programs 

 
Uncles et al. (2003) mention that corporations should expect their loyalty programs to be 
profitable. Butscher (2000) furthermore suggest that in order to accurately evaluate 
customer loyalty programs, measurement factors should be defined. When comparing 
these theories with the gathered data, it partly corresponds due to the fact that Toyota 
measures its customer loyalty program. However, it does not measure each individual 
activity’s effect. 
 
Toyota measures its customer loyalty based on repurchase behavior. According to Uncles 
et al. (2003), two common bases of loyalty perspectives exist when evaluating customer 
loyalty, namely the behavioral as well as the attitudinal perspective. Mägi (1999) also 
combines these perspectives when evaluating different categories of loyalty. When 
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comparing Toyota with theory, it partly corresponds due to the fact that it only evaluates 
customers’ repurchase behavior, when measuring loyalty. Toyota conducts interviews as 
well as focus groups in order to study customers’ attitudes, however these results are not 
included when defining customers’ loyalty. 
 
Toyota measures its customers’ lifetime value and also uses CSI as measurement method 
when evaluating its customers, which are in line with Chien et al. (2003) that states that 
CSI can be used in order to gain a deeper insight into the interaction between the 
corporation and the customer. Concerning the measurement of customer lifetime value, 
Toyota corresponds with the theory of McDougall et al. (1997), which state that it is a 
valid tool in order to estimate customers’ true profitability. 
 
Neither the business nor the private customers at Toyota are segmented based on loyalty 
in principle. However, the private customers are divided before every individual 
campaign, where different buyers are identified in order to adapt the information and 
marketing, nevertheless no permanent segments exist. For instance, when distributing the 
customer magazine, Collage, the private customers are divided into three different groups 
in order to send appropriate material. Peck et al. (1999) state that corporations can 
increase profitability by applying customer segmentation due to the fact that customers 
respond differently. Consequently, Toyota partly fits with theory because of its non-
permanent segmentation.  
 
Toyota’s customers might reach the level of a silver customer or a gold customer, 
depending on their behavior during the year and their bonus points gathered. Different 
offerings and rewards are then provided. The most loyal customers become gold 
customers, which receive the best rewards, while the customers with a slightly lower 
loyalty level become silver customers and are offered other rewards. Except from these 
specific rewards, all customers are offered the customer magazine, Collage. However, it 
comes with various offerings adapted to different customers. Concerning Toyota’s 
welcome letter, it is 20 different versions adapted for different customers. Furthermore, 
due to the fact that Toyota is satisfied with every customer when it generates profits, it 
does not abandon or end any customer relationship.  
 
According to Peck et al. (1999) different communication modes are appropriate 
depending on customer relationships. In comparison with the theory, Toyota corresponds 
due to the fact that they adapt its communication to different customers. It is also 
consistent with Pepper and Rogers (1995), which state that customer relationships can be 
separated into different groups. Peck et al. (1999) suggest that the most loyal customers 
with highest profit potential should receive expensive communication, whereas the 
disloyal customers with low profit potential should be served with less expensive 
communication modes. As a consequence, the data is not in accordance with theory.  
Moreover, Peppers and Rogers (1995) statement regarding that corporations should 
abandon customer of low profit potential and low opportunities for customization, does 
not either match with Toyota as it does not end any customer relations.   
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5.3 Cross-Case Analysis 
 
Based on the results from the within-case analysis covering the three research questions, 
the two cases will be compared in a cross-case analysis. Within the cross-case analysis, 
the main distinguishing features in the within-case analysis will be brought up in order to 
spot patterns of correspondences and differences between the cases. In order to clarify the 
comparison between the cases, tables related to each research question will be displayed. 
The coding used is (X), which implies that the factor is applied, (x) that it is partly applied 
and (–) that it is not applied. 
 
5.3.1 Designing Customer Loyalty Programs  
 
Regarding the designing of customer loyalty programs, Saab’s customer loyalty programs 
are divided into business-to-business and customer markets, while Toyota’s customer 
loyalty program only focusing on the private customers. 
 
Both cases store customer information in a customer database. However, when it 
concerns the information stored within the databases there exist some differences. Saab 
gathers both demographics as well as sales information, while Toyota only gathers sales 
information. Even though Toyota’s database is organized in a way that makes it possible 
to store additional information, this is not applied. 
 
Both cases use the same communication modes, however they are applied differently.  
Concerning the welcome packages, the membership magazine and offers and accessories, 
both corporations apply those. However, their bonus programs are slightly different. 
Toyota’s customers gather bonus points when purchasing a car or when servicing their 
car at a Toyota car dealer, while Saab’s customers are able to collect bonus for every 
purchase at Saab car dealers. Furthermore, Saab’s points can be transformed into 
discounts at Saab as well as at its partners, while the bonus points gathered at Toyota only 
can be transformed into different already arranged offerings and rewards. 
 
When it concerns the after sale service, both corporations employ it however Saab 
consider its call center as its after sale service, while Toyota consider the car dealers 
activity of contacting their customers after purchase as an after sales activity. Moreover, 
both corporations have customized web pages and email intended to their customers. 
However, concerning customized web pages on an individual level, this is always 
displayed at Saab, while this is only applied during certain campaigns at Toyota. 
Frequently asked questions or similar activities are not available at any of the 
corporations’ websites.  Furthermore, Saab has co-operating partners, while Toyota has 
not.  
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Table 5.1: Cross-Case Analysis - Designing Customer Loyalty Programs 
 
 
 

Designing  
Customer Loyalty    SAAB   TOYOTA 
Programs 

 

 
Customer Loyalty Programs 
 
Private Market      X      X  
 

Business-to-Business Market    X       - 
 
 
Customer Database 

 
Demographics      X        -      

 

Sales Information      X       X 
 

 
 

Communication Modes 
 

Welcome Package     X       X 
 

Membership Magazine     X       X 
 

Offers & Accessories     X       X 
 

Bonus Program      X       X 
 

After-Sale Service       X       X 
 

Internet       X       X 
 

- Customized Web pages     X       x 
 

 - Email       X       X 
 

 

Partnerships 
 

Co-operating Partners     X        - 
 
 
 

Note: (X) indicates that the factor is applied, (x) indicates that it is partly applied 
and (-) indicates that it is not applied. 

 
 
5.3.2 Implementing Customer Loyalty Programs  
 
The organizational structure differs between the corporations. Saab has an independent 
department only working with their customer loyalty programs, whereas Toyota’s 
customer loyalty program is governed by the marketing department. Concerning the 
delivery of customer value, this is communicated in both corporations. Toyota 
communicates the importance of customer value through the CSI , which is frequently 
communicated to its car dealers and there is also a minimum acceptance level of 
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satisfaction. Toyota furthermore notices this importance due to the fact that customer 
values are governed by appropriate department, which is also applied by Saab. 
 
Both corporations partly correspond with responsiveness and flexibility when serving the 
customer due to the fact that their car dealers work quite independently. Furthermore, 
Saab has stated some guidelines that the car dealers have to follow and Toyota requires 
the car dealers to accomplish a minimum level of customer satisfaction, which implies 
that the corporations have to some extent a ”top down”-mentality. 
 
Table 5.2: Cross-Case Analysis – Implementing Customer Loyalty Programs 
 
 

Implementing 
Customer Loyalty    SAAB   TOYOTA 
Programs 

 
 

Organizational Structure 
 

Independent Department     X        - 
 

Incorporated with 
Another Department      -       X 
 

Customer Value Delivery     X       X 
 
 

Responsiveness & Flexibility    x       x 
 
 

Note: (X) indicates that the factor is applied, (x) indicates that it is partly applied 
and (-) indicates that it is not applied. 

 
 
5.3.3 Evaluating Customer Loyalty Programs and Customer Loyalty  
 
When it concerns the evaluation of customer loyalty programs, this is applied in both 
cases. However, evaluations of individual activities and its effects are not conducted at 
Saab or Toyota. Regarding the categories when evaluating loyalty, both corporations only 
use the behavioral and repurchase aspect. Furthermore, Toyota uses both CSI as well as 
customer lifetime value as measurement tools, while those are not applied at Saab. When 
it concerns the segmentation of the private customers, a permanent segmentation is used 
at Saab, whereas Toyota only divides its customers before every campaign. Due to the 
fact that Toyota does not have any fixed segmentation, different bases for segmentations 
exist between occasions. Consequently, Toyota does not use the geographic, 
demographic, psychographic and the behavioral bases for segmentation every time. None 
of the corporations segment its business customers.  
 
Both Saab and Toyota adapt their communication to their different customers. There are 
for instance 20 different types of Toyota’s welcome letter and depending on the 
customers’ behavior during the year different offerings and rewards are provided. 
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Furthermore, depending on the car model, different offerings come with Collage. In 
Saab’s case its welcome packages are also differentiated and adapted to its different 
customers. Furthermore only the loyal customers at Saab receive Saab Magazine, and 
concerning the valuable and important customers at Saab, they are better rewarded than 
the average customers. The communication to potential and loyal customers does also 
differ at Saab. 
 
Saab does furthermore adapt its communication to its different customers concerning the 
expensiveness. For instance less loyal customers receive communication modes that are 
less expensive, for instance email. Conversely, this is not applied at Toyota. Furthermore, 
none of the corporations abandon or end any customer relationships unless it is the 
customer’s request. 
 
Table 5.3: Cross-Case Analysis - Evaluating Customer Loyalty Programs and Customer 
Loyalty 
 
 

Evaluating 
Customer Loyalty and   SAAB   TOYOTA 
Customer Loyalty Programs 

 
 

 

Evaluation of  
Customer Loyalty Program 
 
Evaluation of  
Customer Loyalty Program    X       X 
 

 
Categories of Loyalty 
 
Behavioral      X       X 
 

 

CSI 
 
Customer Satisfaction Index     -       X 

 
 

Customer Lifetime Value 
 
Customer Lifetime Value      -       X 

 

 
Segmenting Private Customers 
 
Permanent      X       - 

        
      X Non-Permanent       -  
         

 Geographic      X        -  
 

Demographic      X        - 
 

Behavioral      X        - 
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Evaluating 
Customer Loyalty and   SAAB   TOYOTA 
Customer Loyalty Programs 
 
 

Customer Relationships  
 
 Adjust Communication     X       X 
 

 - Expensive Communication Modes   X        -  
 

 - Inexpensive Communication Modes   X        -   
  
 

Note: (X) indicates that the factor is applied, (x) indicates that it is partly applied 
and (-) indicates that it is not applied. 
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6. CONCLUSIONS AND IMPLICATIONS 
 
Within this chapter our conclusions and implications will be presented. The conclusions, 
which are based on our research purpose as well as our research questions, are drawn 
from the analyzed data. Thereafter, implications for management, theory and future 
research will be provided.  
 
 
6.1 Conclusions 
 
Our purpose with the research was to gain a better understanding of how customer loyalty 
is managed within the automobile industry. In order to achieve the purpose we posed 
three research questions.  
 
Since this study is based on empirical data from two automobile corporations, namely 
Saab and Toyota, it is hard to draw general conclusions regarding the whole automobile 
industry’s work within this area. However, given the fact that Saab and Toyota are major 
automobile corporations, the example they set is highly indicative of a larger group of 
corporations within the automobile industry.  
 
6.1.1 How can the Design of Customer Loyalty Programs in the Automobile 
Industry be Described? 
 
The design of customer loyalty programs in the automobile industry differs. Saab divides 
its customer loyalty programs into business-to-business and private markets, whereas 
Toyota’s customer loyalty program only focuses on the private market. However, both 
Saab and Toyota store customer information in customer databases. The kind of 
information that is stored varies, but customers’ sales information is always stored in the 
database. Except from sales information, both corporations are able to gather customer 
demographics and psychographics, however this is not always applied at Toyota. 
 
The corporations use the same communication modes nevertheless the utilization of them 
differs. Welcome packages, membership magazines, offers and accessories, bonus 
programs, after-sale services as well as Internet are the communication methods used. 
When it concerns customized web pages they are either permanently applied, which is the 
case of Saab, or only used during specific campaigns, as in Toyota’s case. There also 
exist partnerships when designing customer loyalty programs, however only Saab 
cooperates with partners.  
 
To summarize, the fact that Saab has established customer loyalty programs both within 
the private and business-to-business market strengthen the fact that Saab has a more 
developed loyalty program than Toyota. Furthermore, Saab’s database is more developed 
than Toyota’s due to the fact that it collects a larger amount of customer information. As 
it is an essential and efficient element facilitating corporations’ prerequisites to establish 
long-term customer relationships and the process of reaching the loyal customers, these 
facts additionally point out that Saab put more effort into this process. Thus, even though 
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the corporations have similar design, the effectiveness of the programs differ due to the 
fact that they are applied differently. 
 
Regarding the design of customer loyalty programs, our main conclusions are 
summarized below: 
 

 Saab’s customer loyalty programs focuses on both business and private 
customers, while Toyota only focuses on private customers. 

 
 Both Saab and Toyota store customer information in customer databases. 

 
 Saab and Toyota use the same communication modes, however the utilization of 

them differs. 
 

 Only Saab cooperates with partners within the customer loyalty programs. 
 
6.1.2 How can the Implementation of Customer Loyalty Programs in the 
Automobile Industry be Described? 
 
The organizational structure differs between the corporations. While Saab has an 
independent department only working with its customer loyalty programs, Toyotas’ 
customer loyalty program is managed by its marketing department. Both corporations 
highlight and internally communicate the importance of customer value through the 
dissemination of customer complaints throughout the corporation. Saab communicates 
this importance to the car dealers through specific guidelines and Toyota communicates 
through required results of CSI. Due to the fact that the car dealers work quite 
independently, the corporations are somewhat responsive and flexible when serving the 
customers. However, due to the existence of the already mentioned guidelines and 
requirements, both corporations have to some extent a “top down”-mentality. 
 
To summarize, due to the fact that customer loyalty programs sometimes are governed by 
an independent department and sometimes by the marketing department, the effectiveness 
and the importance of the programs differ. When an autonomous department manages the 
programs, as in Saab’s case, loyal customers will be perceived as important components 
for organizational success.  
 
Regarding the implementation of customer loyalty programs, our main conclusions are 
summarized below: 
 

 Saab’s customer loyalty programs are managed by a separate department, while 
Toyota’s customer loyalty program is managed by its marketing department. 

 
 In order to communicate the importance of customer value, Saab has stated 

specific guidelines to its car dealers. Toyota communicates the importance 
through required results of CSI. 
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 Both Saab and Toyota are somewhat responsive and flexible when serving their 
customers. However, due to stated guidelines and requirements, the corporations 
also have a “top down”-mentality. 

 
6.1.3 How can the Evaluation of Customer Loyalty and Customer Loyalty 
Programs in the Automobile Industry be Described? 
 
Both Saab and Toyota evaluate their customer loyalty programs however none of the 
corporations derive the effect on customer loyalty from each individual activity within 
the program. Concerning the evaluation of customer loyalty they only measure the 
behavioral aspect, namely customers’ repurchase behavior. Customer attitudes are 
measured in both corporations, however they are not involved in the evaluation of 
customer loyalty.  
 
Toyota also measures customers’ satisfaction through CSI, as well as customers’ lifetime 
value. However, these methods are not applied at Saab, which indicates that Toyota puts 
more effort into this. Concerning the segmentation of customers, only the private 
customers are segmented while the business customers are not. While Saab segments the 
private customers permanently, Toyota segments before every individual campaign. Saab 
uses the geographic, demographic as well as the behavioral aspects when segmenting, 
whereas Toyota’s bases for segmentation differ from time to time. 
 
Both Saab and Toyota adapt their communication to different customer relationships, for 
instance when it concerns welcome packages, offerings and rewards and other circulars. 
However, Toyota does not adapt its communication’s expensiveness based on the 
customers’ loyalty level. This is applied at Saab for instance through its communication 
to less loyal customers by email, which implies that Saab’s communication to is 
customers is more cost conscious. None of the corporations end any customer 
relationship unless it is on the customer’s request. 
 
In conclusion, even though the corporations conduct customer surveys and focus groups 
where attitudes are studied, these aspects are not used when evaluating customer loyalty. 
Only customers’ repurchase behavior is considered. Furthermore, the fact that Saab 
permanently segments its private customers, while Toyota carries out non-permanent 
segmentation, demonstrates that Saab probably identifies its customers better. Finally, the 
fact that no corporation ends any customer relationships unless it is on the customer’s 
request might imply that the value that the loyal customers brings exceed the loss of 
serving disloyal ones. 
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Regarding the evaluation of customer loyalty programs, our main conclusions are 
summarized below: 
 

 Both corporations evaluate their customer loyalty programs but do not derive each 
individual activity’s affect on customer loyalty. 

 
 When the corporations are evaluating customer loyalty, it is based on the 

customers’ repurchase behavior. 
 

 Toyota uses more indicators when evaluating customer loyalty, namely CSI and 
customer lifetime value, which is not applied at Saab. 

 
 Saab permanently segments its customers based on the geographic, demographic 

as well as the behavioral aspects, while Toyota non-permanently segment its 
customers and on different aspects. 

 
 Both Saab and Toyota adapt their communication to different customer 

relationships, however only Saab adapts its communication’s expensiveness based 
on the customers’ loyalty status. 

 
 Neither Saab nor Toyota ends any customer relationship unless it is on the 

customer’s request. 
 
 
6.2 Implications  
 
In the following section, implications for management, theory, and future research are 
presented. 
 
6.2.1 Implications for Management  
 
Due to the fact that the automobile industry is characterized by intense competition with 
high profit potential and where each customer is worth much more than only the sales 
price for a car, managers need to reflect on what they can do in order to retain their 
current customers. 
 
In order to successfully employ customer loyalty programs, managers should carefully 
consider which elements the program should consist of. An important issue that managers 
should reflect on is if the customer loyalty program should be incorporated within another 
department or if an independent department should manage it. If corporations choose to 
cooperate in a partnership, it is important that its impact on customer loyalty is 
considered.  
 
To further develop the evaluation of customer loyalty, managers should also include the 
attitudinal aspect in order to gain a more accurate loyalty status and perception of their 
customers. Moreover, managers need to adapt their communication to its different 
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customers in order to influence them appropriately. An important condition to accomplish 
this activity is to carry out segmentation of customers. Another suggestion for managers 
is to intensify their focus on business customers in order to establish long-term 
relationships. This might result in higher revenues, due to the fact that business customers 
are not as price sensitive as the private customers.  
 
6.2.2 Implications for Theory 
 
This thesis will contribute to theory, first and foremost through the high lightening of the 
importance of loyal customers and also through our description of how customer loyalty 
programs can be managed within the automobile industry. We have described how 
customer loyalty programs can be designed, implemented and evaluated in two case 
studies, which will contribute to interesting findings. However, due to the fact that 
customer loyalty is a vast area of research, it is still much left to investigate. 
 
6.2.3 Implications for Future Research  
 
When studying this topic, several interested issues of future research have been found. 
One interesting aspect of future studies might be a comparison between the corporation’s 
customer loyalty work with the individual car dealers’. It could also be interesting to only 
investigate the car dealers’ customer loyalty work. Furthermore, the topic could 
obviously have been studied from a customer perspective. For instance, investigations of 
customers’ opinions regarding corporations’ loyalty work as well as their attitudes 
towards the corporations might be interesting topics for future research. Another 
interesting angle could be to investigate and compare the customer loyalty work between 
corporations operating in different industries. 
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APPENDIX 1: INTERVIEW GUIDE - ENGLISH VERSION 
 
Company Background  
 
Respondent’s position 
 
The corporation’s history within the customer loyalty area 
- The period of time the corporation has worked within this area 
 
Customer Loyalty 
 
Definition of customer loyalty 
 
Reason why the corporation started the customer loyalty program 
- Defensive reaction 
- Proactive reaction 
 
The aim with the customer loyalty program 
- Gather customer information 
- Acquire new customers 
- Retain current customer 
- Reward loyal customers 
- Influence/Manipulate customer behavior 
 
Amount of resources spent on the process of acquiring new customer in comparison with 
the process of retaining current customers 
 
Corporation’s perception of its current customer 
- Loyalty proportion 
 
Designing Customer Loyalty Programs 
 
Elements representing the customer loyalty program 
- Customer database 
- The Internet 
- Communication modes 
- Partnerships 
 
Elements representing the customer club/clubs  
- Membership card 
- Membership magazine 
- Bonus points  
- Information service 
- Offerings/Rewards 
- Partnership offerings/rewards 
 

  



 

Customer information included in the data warehouse 
- The frequency of collecting customer information 
- The period of time the customer information has been stored in the data warehouse 
 
The process of gathering customer information 
- Membership card 
- Car-dealer information 
- Interview/Questionnaire 
 
Implementing Customer Loyalty Programs 
 
The organizational structure behind the customer loyalty program 
- Independent department/Part of a department 
 
The prioritizing of this work 
- Amount of money spent in comparison with other departments 
 
Number of people working with customer loyalty within the company 
 
The distribution of the customer loyalty work 
 
The communication of the customer loyalty focus and within the organization 
 
Evaluating Customer Loyalty Programs 
 
The evaluation of the customer loyalty work  
- Economic perspective 
- Efficiency perspective/Value proposition that it brings 
 
The evaluation of customer loyalty 
- Behavior/Purchase frequency 
- Attitude 
 
Measurement methods when evaluating customer loyalty 
- Data warehouse information 
- Customer lists 
- Car dealer information 
- Surveys/Questionnaires  
- Interviews 
- Membership card 
 
The measurement of customer lifetime value 
 
Bases of segmentation 
 
Amount and size of customer segments 

  



 

 
Customer relationships 
- The focus on different segments 
 
Adjustment of customer communication to the segments 
- Communication with potential loyal customer versus current loyal customer 
 
The rewarding of different customers 
- Valuable versus average customers 

  



 

APPENDIX 2: INTERVJU GUIDE - SVENSK VERSION 
 
Företagsinformation 
 
Respondentens position 
 
Företagets historik inom kundlojalitetsområdet 
- Hur lång tid företaget har jobbat inom detta område 
 
Kundlojalitet 
 
Definition av kundlojalitet 
 
Anledning varför företaget startade ett kundlojalitetsprogram 
- Defensiv reaktion 
- Proaktiv reaktion 
 
Målet med kundlojalitetsprogrammet 
- Kundinformationsinsamling 
- Värva nya kunder 
- Behålla nuvarande kunder 
- Belöna lojala kunder 
- Påverka/Manipulera kundbeteende 
 
Resursfördelning mellan arbetet att värva nya kunder i jämförelse med arbetet att behålla 
nuvarande 
 
Syn på kunderna idag  
- Lojalitetsandel 
 
Utforming av kundlojalitetsprogam 
 
Beståndsdelar inom kundlojalitetsprogrammet 
- Kunddatabas 
- Internet 
- Kommunikationsmedel 
- Kompanjonskap 
 
Beståndsdelar inom kundklubben/kundklubbarna 
- Medlemskort 
- Medlemstidning 
- Bonus poäng  
- Informationsservice 
- Erbjudanden/Belöningar 
- Kompanjoners erbjudanden/belöningar 
 

  



 

Kundinformation inkluderad i databasen 
- Insamlingsfrekvens 
- Tiden kundinformationen lagras i databasen 
 
Processen att samla in kundinformation 
- Medlemskort 
- Återförsäljarinformation 
- Intervjuer/Frågeformulär 
 
Implementera kundlojalitetsprogram 
 
Organisationens uppbyggnad omkring kundlojalitetsprogrammet 
- Egen avdelning/Del av avdelning 
 
Prioritering av detta arbete 
- Andel pengar som satsas i förhållande till andra avdelningar  
 
Antalet personer som arbetar med kundlojalitet inom företaget 
 
Fördelningen av kundlojalitetsarbetet 
 
Kommunikationen av kundlojalitetsfokus inom organisationen 
 
Utvärdering av kundlojalitetsprogram 
 
Utvärdering av arbetet inom kundlojalitet 
- Ekonomiskt perspektiv 
- Effektivitetsperspektiv 
 
Utvärdering av kundlojalitet 
- Beteende/Inköpsfrekvens 
- Attityd 
 
Mätmetoder inom utvärderingen av kundlojalitet 
- Databas information 
- Kundlistor 
- Återförsäljarinformation 
- Frågeformulär  
- Intervjuer 
- Medlemskort 
 
Utvärdering av kundens långsiktiga värde 
 
Grunder för segmentering 
 
Antal och storlek av kundsegment 

  



 

  

 
Kundrelationer 
- Fokusering på olika segment 
 
Anpassning kundkommunikation till segmenten 
- Kommunikation till potentiella lojala kunder i jämförelse med kommunikation till 

nuvarande lojala kunder  
 
Belöning av olika kunder 
- Värdefulla kunder i jämförelse med övriga kunder  
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