Customer Loyalty in the Oilfield:
Price Premiums and Brand Management

b Y
2PULL Ma

ALL THE Vo)
)

Gelb Consulting Group, Inc.
1011 Highway 6 South P +281.759.3600
Suite 120 F +281.759.3607

Houston, Texas 77077 www.gelbconsulting.com




Customer Loyalty in the Oilfield:
Price Premiums and Brand Management

Overview

With drilling activity at all-time peaks and service companies strained to capacity, the
prescribed response is to raise prices to maximize revenue. But not every oilfield product and
service company has the same opportunity to increase prices without losing business. Our
Gulf Research studies, conducted over the course of the past several years, have shown that the
ability to command higher prices relates to customers’ trust in the organization.

The trust decision makers place in an oilfield brand can be measured. This is commonly
referred to as brand equity measurement. At Gelb, we measure brand equity using multiple
determinants including familiarity, customer value, consistent experience, and competitive
difference.
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Our model defines familiarity as the awareness and experience targeted buyers have with your
brand. Competitive difference is the reputational factors that form a set of brand associations.
And consistent experience is the key driver of overall satisfaction.

Of particular interest in this paper is our ability to demonstrate the relationship between
customer trust and price premium. To do so, we measure customer trust as likelihood to
recommend and categorize price premium as customer value in our model. Customer value
can be further explained as the set of expected benefits from the organization, measured
individually, with a final outcome of willingness to pay a price premium. The resulting statistic
from these measures represents the relationship between brand equity and the ability to
charge a premium (or, alternatively, the capacity to offer a discount) compared to average
market prices.
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Relationship between Brand Management and Profit

In our Gulf Research oilfield brand equity studies, we have consistently found that brands with
the highest brand equity scores, calculated according to our proprietary brand trust model, are
highly correlated with customer loyalty. In this example, the Net Promoter Score is the result
of subtracting those who will recommend you to others from those who chose not to
(detractors). This chart highlights a positive relationship between customer trust and brand
equity scores. Those organizations with the highest brand equity scores also have the largest
numbers of customer advocates.
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But just how does customer loyalty translate into price premiums? As highlighted by the chart
below, the price premium measure is indicative of the resultant brand equity score. The
implication is that the perceived benefits provided by the brand are most important to
customer loyalty, or, in our brand equity model, Trust.
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Familiarity
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The implication for oilfield marketers is clear - communicating your ability to perform on key
benefits dimensions not only affects brand equity, but, more importantly, your ability to
command price premiums. Furthermore, our research indicates that oilfield service
companies must have a knowledgeable sales force, the willingness to listen to customers, offer
cutting-edge solutions to technical challenges, and expertise in a broad range of technical areas
to strengthen brand equity.

But this is not a prescription for all oilfield product and service companies to offer the exact
same benefits. In fact, an effective brand will occupy a unique space in customers’ minds.
Instead, your value proposition must be consistent with market perceptions of the brand. As
illustrated below, there are few companies who can claim to offer benefits in technical
expertise, delivering cutting edge technologies, and offering premium products and services.
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Taking Action
Armed with the insights for your specific brand, you can better organize your brand strategy to

improve customer loyalty. As shown in the table below, brand research measures translate
into strategic guidance from market segmentation to brand promise development.
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Pricing is a function of the value you create. The value proposition framework:

To [target audience], company ABC is the [category] that provides [key benefit] at a [price
position].

A value proposition example:

Company ABC provides operating companies with the ability to solve any technical challenge,
offered at a premium price.

Therefore, in constructing your value proposition, keep the following in mind:
What are the key benefits your brand provides?
What is the single most important of these?

To acquire share, does the market expect you to be discounted, par, or premium?
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Conclusion

Trusted brands in the oilfield can charge premium prices for their products and services.
Equally important, customer loyalty has a high relationship to the strength or equity in a
brand. To build the brand from a customer value perceptive, it is crucial to highlight key
benefits and position the price accordingly.

About Gelb

Gelb Consulting Group, Inc. is a strategic marketing firm that merges analysis, strategy and
technology to help clients build and sustain revenue growth.

Gelb is here to help you understand the complexities of your market to develop and implement
the right strategies. We use advanced research techniques to understand your market, strategic
decision frameworks to determine the best deployment of your resources, and technology to
monitor your successes.

For over 40 years, we have worked with marketing leaders on:

. Strategic Marketing

. Brand Building

. Customer Experience Management
. Go to Market

. Product Innovation

. Trademark/Trade Dress Protection




