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CHAPTER 1

HOW LOCAL RETAILERS SHOULD
THINK ABOUT CUSTOMER RETENTION
VS. CUSTOMER ACQUISITION
“Make new friends,
but keep the old.
One is silver,
the other is gold.”

This Girl Scout campfire song encapsulates the short-term versus long-term
trade-off many local businesses face when looking at marketing costs. Old
friends, like loyal customers, are to be treasured. However, nurturing existing
relationships is an ongoing process, and their value is often difficult to measure.
And so the age-old debate continues about what to spend more time on:
customer retention or customer acquisition. For local business’s, both are
important. This ebook explores how merchants should think about customer
retention vs. customer loyalty, and outlines foolproof techniques for acquiring
new loyal customers to your business.
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Making new friends (and creating new customers) is an exciting experience.
The benefits they bring are fresh in your mind and their value can be quickly
seen.
So who’s worth more? Where should you focus your efforts? Most
companies look to retain current customers while also attracting new ones. One
way to answer these and related questions is to think of customer acquisition and
customer retention as a continuous line.
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A new business needs to build a customer base fast. Get customers in the
door by simultaneously running various promotions to determine which works
best. If you run a neighborhood sandwich shop, a new customer could come back
at least once a week. As you start to see more and more customers return, you
may shift your efforts to retention.
Most likely you’ve heard of the 80/20 rule — 80 percent of sales comes from
just 20 percent of your customers. A successful customer loyalty program not
only brings in repeat business but has the benefit of increasing new customers
through positive word-of-mouth and referrals.
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Regardless of where your business falls on the customer acquisition/
retention continuum, you’ll always need a constant stream of new shoppers
coming through the door.
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HOW TO DECIDE WHAT TO SPEND
ON CUSTOMER ACQUISITION
You don’t make a profit the first time a new customer walks into your business
and makes a purchase. You make your money when they come back, and even more
when they return again and again.
Remember that repeat customers tend to spend 33 percent more compared to
new customers. One survey found that boosting retention rates by just 5 percent can
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“Belly works!” Their words, not ours.
“Belly has improved my
business by getting more
consistent repeat customers &
created more brand loyalty.”
Candace C. - Owner
Belly Merchant Since August 2011

platform is the ease of mind of
knowing we’re doing everything
we can to make sure our
customers know we care. We’re
not just serving food, we’re
serving an experience.”
Brent S. - Director of Operations
Belly Merchant Since January 2014

Get A Free Demo!
bellycard.com/business

“The best rewards are
experiential. It’s a fun way to
interact with customers, and it
helps build new clientele.”
Devlin K.- Owner
Belly Merchant Since March 2012

actually raise profits by a range of 25 to 95 percent – depending on the type of
business you run. The point is, boosting retention rates can significantly raise profits
for any business.
So when it comes to acquiring new customers, how do you figure out how much
to spend?
You need to learn two key measures: Customer Acquisition Cost (CAC) and
Customer Lifetime Value (CLV). To put it in terms you’re likely more familiar with from
your income statement, you need to know the expense associated with converting the
new customer into a returning one, as well as estimate how much sales they will bring
in. For you to increase sales, you don’t want the cost of acquisition to be more than
how much you make from a single customer over time.
CAC is the total of marketing expenses spent to get new business over a given
period of time, divided by the number of customers acquired in that window.
(Marketing Spend/Customers = CAC) When adding up all the costs associated with
marketing, don’t forget to include the one item that may not be so obvious: time
(either an employee’s or your own). While you won’t have a definite idea of your CAC
until you begin acquiring customers, you should have an estimate or target to use.
Customer Lifetime Value is a prediction of total sales you’ll receive over the entire
relationship with a customer. Because CAC is a short-term investment and CLV is a
long-term return, you’ll need to define a reasonable short-term period for the
customer relationship. To determine the total sales a customer may represent, you’ll
need to estimate how many visits a customer will make over the set time period and
how much each purchase will be. CLV can best be stated like “a customer’s value over
12 months is $x”.
As an expense, CAC represents an investment you make in your business. Profit
(CLV) is the return you make on that investment. Let’s put some numbers around
these concepts, so you can begin to see how you go about deciding if a specific
acquisition program is worth it for your business.
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Say you’re a hot dog stand and decide to do a direct mailing to 25,000 residents in
your area. The mailing costs you $5,000. With an average response rate of 1% for direct
mail, you can expect to bring in 250 new customers. You estimate that regular
customers come in twice a month and spend, on average, $9 each visit. Over a year,
they’d spend $216. The cost to acquire that new customer is $20. At the end of the day,
you’d need to ask yourself if it’s worthwhile to spend $20 per new customer to get $216
in return?
Now that you have a handle on these two metrics, you’ll be better prepared to
evaluate your customer acquisition efforts.
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CHAPTER 3

13 FOOLPROOF WAYS TO ACQUIRE
NEW CUSTOMERS
Customer acquisition creates a lifeline of sales that are critical to a
company’s long-term financial success. It also requires a constant effort. Like a
stock portfolio, it pays to diversify to keep your returns growing. Here are some
ways to get more loyal customers through your door.

Instagram
With over 200 million active monthly users and more than 20 billion photos
shared, Instagram is an amazing tool. What better way for a clothing store or
fitness trainer to increase brand awareness and boost sales than by showing
customers what your business is all about. Share on Instagram at least 2-3 times
per week. Running a contest or promotion on Instagram is another great way to
get shoppers involved. If you’re a knitting store, challenge your customers to
come up with the most creative use of the mohair yarn you have on sale.

Belly Merchant “L Boutique” in
Northboro, MA does a great job
showcasing popular events related
to their community as well as the
adorable outfits they sell!
@SHOPATLBOUTIQUE
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Blog
A blog can generate leads, publicity, customer engagement and more. But if
you’re going to add a blog to your website, you need to make a commitment to it
and have the resources available to fulfill that commitment. Post at least once a
week to keep it fresh so visitors will come back. Posts can run from 250 – 1000+
words. Craft a blog strategy by thinking about who your audience is and what’s
important to them. Then schedule out your posts for three months at a time to
guide your editorial focus. Blogging also adds content to your site which can help
you get found by search engines. Belly Merchant Third Eye Comics has a fantastic
blog where they promote new products, events and promotions. Check it out at:
http://www.thirdeyecomics.com/category/third-eye-blog/

Seminar or Workshop
Boosting foot traffic doesn't have to actually be tied to making a sale. You
can offer value to customers in other ways. Home Depot does this well. They host
educational events that teach people how to lay tile, install a new faucet, or faux
finish a wall. If you choose to host a seminar, you’ll need to publicize it with instore signage, fliers, ads, and notices in local publications. Online promotion
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should include a page on your website, an email campaign, and social media
posts. By helping consumers get the most out of a purchase, you'll build a
relationship with them that will pay off down the road.

Public Relations
Ain't no shame in hosting an event simply for a bit of attention! But be sure
to do enough outreach to local media so your event gets picked up. By injecting
yourself into the public eye, you'll attract the attention of customers able to
participate and those who trickle in after the fact. Getting a TV or a radio station,
local newspaper or neighborhood newsletter to do a story creates third-party
validation for your business, plus you can use the resulting story to promote your
business long after the event.

Customer Reviews
In today's social media driven world, nothing is more powerful than word-ofmouth marketing. Almost 92% of consumers trust recommendations from friends
and family more than any other form of advertising. That’s why creating a
wonderful in-store experience is so important. Encourage your satisfied
customers to spread the word on review sites, such as Yelp, where their
comments will be shared with friends as well as others looking for insight. Create
in-store signage that says “If you liked us, please post a review.” Display social
media stickers on your door to indicate where customers and passers-by can find
your business online. We wrote a whole ebook about it, “A Practical Guide To
Managing Your Business’s Online Reputation”.
Click here to read this
ebook!
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Free Samples
Samples help persuade people to buy things they might not purchase
otherwise. Retailers love giving free samples because they can boost sales by as
much as 2000 percent! Sampling has deeper psychological impacts because it
creates a sense of reciprocity. By giving someone a chicken nugget in a small
paper cup, you create a sense of “obligation” that makes the customer want to do
something in return, like order enough nuggets to feed the Little League team
they coach (if you're lucky).
Belly Bites, our hyperlocal customer acquisition tool, enables merchants to
target free samples to customers in their neighborhood who’ve never visited their
business - and track who’s coming in as well as who’s coming back.

Partnerships
Network within your community by introducing yourself to businesses that
may have a similar target demographic and offer complementary services. By
reaching out to business owners and suggesting a cross-promotion ("Get $5 off
when you visit Business A and mention Business B"), you’ll attract like-minded
buyers who are incentivized to visit your store. Create a space on your counter to
cross-promote with signage.

Referrals
The people who can best promote your business are those who already
know your value, so ask your best customers for referrals. Create an incentive
program as a way to say "thank you" – offer a discount on a new service, a special
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time-limited upgrade or a free service. Not only will you be driving in new
customers, but you'll be gaining “brand ambassadors."

Pay-per-click Advertising
Pay-per-click ads put your business in front of consumers at the time and
place they’re looking for what your business sells. To get them to click through to
your website, offer an incentive such as a free sample, access to special content,
or discount coupons. Because keyword research, budget planning, strategic
bidding, and design creative for a successful PCC campaign can be timeconsuming and require specialized knowledge, many businesses find it easier to
hire an agency.

Facebook Local Awareness Ads
Businesses can target ads to anyone who lives near or was recently within a
specific distance of their store – as long as they’ve opted to share that information
with Facebook. Just provide your business address; set a desired radius, gender,
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and age range; add a photo and message. Businesses can even select to include
directions in their ad via a button that will launch a map app in a user’s phone.
Based on the potential audience, size of the budget and duration of the
campaign, Facebook will then reveal how many people you can expect to reach
each day your ad runs. This feature was launched in Fall of 2014 so it’s still too
early to tell how it performs, but you can read more about it here: https://
www.facebook.com/business/news/facebook-local-awareness

Daily Deals
A hybrid of email marketing and couponing, daily deals feature a limitedtime offer at a large discount. Made popular by Groupon and LivingSocial, the
purpose of daily deals is to increase foot traffic that will hopefully convert to
repeat business. Merchants need to carefully consider how much of a discount
they’ll offer, the number of redemptions they can handle, and whether the shortterm boost in sales makes sense in relation to expenses. Groupon’s
announcement that it’s shifting from an email model to a full-blown e-commerce
site may be, in part, an acknowledgement that daily deals have lost their appeal
to merchants.
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Direct Mail
Door Direct Mail (EDDM) from the U.S. Postal Service offers an alternative to
traditional direct mail. You can get your message directly into the homes and
hands of consumers in your neighborhood without needing to even know names
or street addresses. Simply identify the area you want to target and your printed
piece is delivered to every active address. No postage permit required. You can
include coupons, menus, event calendars, store maps, and more – all of which
can help get customers through your door.

Loyalty Programs
By offering points, discounts, or member-only specials, loyalty programs can
entice new (and existing customers) to sign-up and reward them for repeat
business. Saying thank you with a loyalty program makes your customers feel
appreciated. It also makes it more likely they’ll promote your business to their
professional, personal and social networks, helping you acquire new customers at
little to no cost. A recent study by AC Nielsen shows that 60% of consumers
consider loyalty programs an important factor in their buying decisions. And they
spend 46% more with businesses that have loyalty programs on average.
Digital loyalty programs, such as Belly, allow you to collect transactional data
that enable you to better understand your customers. With this information, you
can improve customer experience and retention efforts.
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HOW BELLY HELPS MERCHANTS
GET NEW CUSTOMERS
Digital commerce, and all the shopper data it provides, has made possible
one of the biggest marketing trends – “hyperlocal” targeting. The term hyperlocal
has become synonymous with the combined use of mobile applications and GPS
technology. It enables local businesses to run advertising and marketing
programs that target people in a specific geographic area that can be as small as
a city block.
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For brick-and-mortar retailers, hyperlocal advertising solutions like Belly
make acquiring new customers easier and more effective. Enabling you to focus
on the neighborhood you serve can provide a distinct advantage over larger
national, regional or even city-wide competitors. You may not have the resources,
marketing dollars, or ability to offer lower prices they do; but you can level the
playing field by using customer experience to differentiate your business. What’s
even better is that creating a unique retail experiences with real value to
consumers shifts the market away from an emphasis on price. By moving beyond
competing on price, you can increase your profitability.
Belly’s technology and services extend the firepower of local businesses by
helping drive foot traffic that can lead to real sales and build a strong customer
base. In other words, Belly works to improve CLV by facilitating customer
acquisition and retention.
Unlike other customer acquisition tools and loyalty program available today,
Belly provides you with the data and analytics that typically only big businesses
(with big budgets) once had access to. Enhancing revenues relies on knowing as
much as you can about your customers — who they are, when they bought, what
they bought.
Besides customer intelligence, effective communication is key to a successful
loyalty program. Campaigns, Belly’s email service means local marketers can
deliver relevant messages to the right customer on the right device at the right
time. This is how to create customer experiences you can use to differentiate your
business and keep people coming back.
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Cross-Promote with another Belly Merchant
Many Belly Businesses choose to partner and offer rewards for free or
discounted items at each other’s locations. You simply check out a map of our
network to see if there’s a nearby Belly business that compliments your own. For
example, a spa could team-up with a natural food cafe down the street.
Customers who come in for a massage could receive a discount on a veggie
burger with quinoa salad to complete their experience on a healthy note. Patrons
at the café could get a free paraffin wrap when they visit the spa for a manicure.
Cross-promotion is an excellent way to boost new business through exposure to
related products or services.
Offer Customer Sampling with Belly Bites
One of the common complaints about Daily Deals sites, like Groupon, is that
the offers can’t be targeted to new customers only. What ends up happening is
deal-seeking current customers eat into your profit margin.
With the cost of acquiring a new customer varying from $17 - $61 on any
given channel, Belly recognized this was a pain point for businesses who need
both a strategy for new customer acquisition and a way to convert deal
redeemers into long-term repeat customers.
The first customer acquisition tool of its kind, Belly Bites allows local
merchants to tap into Belly’s network of over 5 million members and target those
who live in their neighborhood who’ve never visited their business before.
Through the self-service platform, a local business can see the number of
acquirable customers in their neighborhood, and then create a free offer for a
sample of a signature product or service. And because these customers must
engage with your loyalty program to redeem their Bite, you’ll be able to track
whether or not they return after their first visit!
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Remember, getting a new customer in the door with a sample or special
offer gives you the chance to “wow” them with your in-store experience. It’s
important to remember that a customer who comes in to redeem a Bite is
experiencing your business for the first time, so making a great first impression is
key.

Belly Bites Customer Success Stories
Want to see Bites in action? How do local businesses feel about Bites’ ability
to bring new customers into their business?
YOLO Yogurt Love
Belly merchant, YOLO Yogurt Love, in Sun Prairie, Wisconsin, ran a Bite for a
free frozen yogurt, and were pretty pleased with the results. Taking advantage of
a pizza place across the street that had the exact demographics YOLO wanted,
this Bite was a seamless way for them to introduce their tasty froyo to customers
in the area. "{The Belly Bite} was awesome. {It was} a great way to contact
customers who weren’t existing customers. Even for those who didn't reserve it,
{our Bite} made an impression their mind. I can’t think of a better way to target
those customers.” said Tony at YOLO. Over the course of about a month, the offer
sent 21 new customers into YOLO, 4 of whom have already returned since the
Bite ended!
Sweetish Hill Bakery
Jacob Boles at Sweetish Hill Bakery in Austin, Texas, also saw great results.
“Our Bite is for one small drip coffee, and one small pastry to go along with it. We
wanted to offer a taste of our product as an incentive to get new faces in the
door, but we didn't want to break the bank either. Customers who use Belly at
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other places around town that have not made it into our shop, just got a taste of
what they’ve been missing! [The Bite] is easy to set up and then let it roll. The
people at Belly do a great job of making things hassle free so you can focus on
other tasks.”
Dominican Joe
In 2006, Dominican Joe opened in Austin, TX with a mission to make an
impact on the world. By partnering with a nonprofit organization in the
Dominican Republic, Dominican Joe receives the highest quality coffee through a
direct trade partnership that provides fair wages for coffee farmers and
scholarships for their children.
When Bites, Belly’s customer acquisition tool, launched, Dominican Joe was
one of the first Belly businesses to use it. After being live with Belly Bites for just
over 2 months, here’s what Mehul Patel, owner at Dominican Joe, had to say
about their experience:
“Because a single customer visit at a coffee shop is a small transaction, the
real value for us comes in turning a new customer into a repeat customer. Being
able to track these repeat visits is the single most appealing and unique part of
the Belly Bites system for us.”
So far, Dominican Joe has brought in over 62 unique new customers who
have amassed over 44 repeat visits in just over 2 months - a 66% repeat customer
rate!
Belly Merchants get to choose what to offer as their Bite; a signature product
or service that allows them to showcase their claim to fame. “Our Belly Bite is a
free small drink of the customer’s choice. Our customers have different
preferences and we wanted to ensure the maximum possible flexibility so that
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anyone could find a drink they would enjoy,” said Patel. “Setting up the Belly Bite
through the Belly Web Command Center is an extremely simple and
straightforward process. The fact that we can do it on our own in just a few
minutes is great!”
“We’re very happy with the redemption rate. Our shop is fairly busy and a
sudden surge in traffic would be problematic, so being able to control the number
of customers acquired through any marketing program is vital for us – Belly Bites
is a perfect solution for us in that regard.”
While Belly Bites does an excellent job of getting new customers through the
door, it’s up to the business to ensure the new customer has a positive
experience and returns. “We strongly believe that once we get customers through
our door, we can convince them to come back through our combination of quality
products and inviting atmosphere,” said Patel.
“Belly Bites offers the best tracking metrics of any advertising strategy we
have found. The ability to track the exact number of customers we target is great
on both the cost side and for traffic management, and the ability to track future
visits is essential to determining true value for us.”
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