
www.manaraa.com

149

Value gap marketing:
Customer value optimisation
using database marketing
John Groman
Date received: 10 May 1999

Abstract
Your organisation’s marketing database is a goldmine of customer
information that helps you separate your most valuable customers
from the rest. But are you getting as much value from your best
customers as you can? Do you know that some of your low-value
customers are worth even more than you currently think? Or which
customers will be your best ones three years from now?

Value gap marketing, an innovative methodology that heralds the
next generation of database marketing, can help you determine
which customers represent the greatest potential value over time.
Value gap marketing is an eight-step process for getting the most
out of your database marketing effort. Case examples are given
from the fundraising, retail bank and credit card industries.
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Table 1: Differences in customer spending

Top decile Bottom decile

Retail spending $1,500 $50
Airline spending $10,000 $300
Fundraising $100 $5
Bank deposits $70,000 $500
Credit card balance $4,000 $100
Long-distance telephone $850 $60
Technology spending $160,000 $2,000

While it is important to know how valuable customers are, it is more important to know your share of their 
category spending by knowing how valuable customers are in the category

Your customers

Customer decile Top decile Top decile

Value to you Category value
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Figure 1: Customer value — next dimension
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Over time, the value gap can expand even if your share of that customer's spending remains the same. Similarly, 
prospects that spend very little with you may be increasing category spending, leaving you a decreasing share.

Current value
and share

Your customer or prospect's value in the category
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Figure 2: Value gap — next dimension
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A better way to allocate marketing resources
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    Question Marks
•  Launch new
    products/services

    All Stars
•  Market aggressively
•  Invest in relationship

    Old Reliable
•  Defend and
    maintain

    Non-Producers
•  Ignore or
    re-price

Figure 3: Customer value potential matrix
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Eight steps to bridging the value gap
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Value gap marketing in practice: Case studies
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A retail bank example
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Customised
segments

Customised
appeals stratgey

Bank customer
matrix
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A credit card marketing example
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Rewarding best
and re-pricing
worst customers

VGM unlocks
hidden category
potential
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