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COPIES AND COPYRIGHT

As always, members are welcome to an unlimited number of copies of the materials contained
within this handout. Furthermore, members may copy any graphic herein for their own internal
purpose. The Corporate Executive Board Company requests only that members retain the
copyright mark on all pages produced. Please contact your Member Support Center at +1-
866-913-6451 for any help we may provide.

The pages herein are the property of the Corporate Executive Board Company. Beyond the
membership, no copyrighted materials of the Corporate Executive Board Company may be
reproduced without prior approval.

LEGAL CAVEAT

The Corporate Executive Board Company has worked to ensure the accuracy of the
information it provides to its members. This report relies upon data obtained from many
sources, however, and the Corporate Executive Board Company cannot guarantee the
accuracy of the information or its analysis in all cases. Furthermore, the Corporate Executive
Board Company is not engaged in rendering legal, accounting, or other professional services.
Its reports should not be construed as professional advice on any particular set of facts or
circumstances.

Members requiring such services are advised to consult an appropriate professional. Neither
the Corporate Executive Board Company nor its programs are responsible for any claims or
losses that may arise from a) any errors or omissions in their reports, whether caused by the
Corporate Executive Board Company or its sources, or b) reliance upon any recommendation
made by the Corporate Executive Board Company.

CONTACT US

For more information, please visit us online at www.ccc.executiveboard.com
or call +1-866-913-6451.




LoyvaLrLry: YOUR THREE BIGGEST (QUESTIONS

Several Critical Member Questions Governed the Council’s Research

(1) To what extent does customer service matter in driving customer loyalty?

(2) What are the things customer service can do to drive customer loyalty?

3) Howaanl improve loyalty while still reducing my operating costs?

Source: Customer Contact Council research.

CCC1A9UNI5 © 2008 Corporate Executive Board. All Rights Reserved. 3




Gort IT COVERED

To Identify Key Loyalty Drivers, the Council Administered an In-Depth Customer Survey

Sample of Participating Member Companies

(\ABSA Bankof America 27 \
O
@®Cincinnat: Bell /
Earthlink’
st Nl s
(D First National Bank {(é HARRIS BANK
HYCALT @ INTERCONTINENTAL
N HOTELS GROUP
NEDBANK
SHAW )

Sovereign

Additional Outside Respondents

* Panel of 1,800 consumers screened for recent
contact center interaction(s)

* Hundreds of companies represented

Data Sample Snapshot

Total Number of Customer Respondents:
* 17968
Industries Represented:

¢ Consumer Electronics
* Consumer Packaged Goods
* Retail

* Utilities

* Banking

+ Government

¢ Health Insurance

¢ Other Insurance

* Travel/Leisure

* Shipping/Express

¢ Telecom

¢ Other

Miscellaneous Details:

¢ Includes sales and service centers
¢ Includes in-house and outsourced centers
* Various contact center sizes represented

A Global Perspective
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North United
America Kingdom
South .

Africa Australia

Control Variables

Customer Characteristics

* Issue type

¢ Tenure with company
* Age

* Income

¢ Personality type

* Mood prior to contact

Additional Control Variables

* Switching costs

* Advertising (frequency seen or heard)
* Overall product quality

¢ Product price

* Product value

* Word of mouth about product (quality, price,
features, availability, reliability)

* Industry
+ Company

Source: Customer Contact Council research.




THE LOYALTY OPPORTUNITY
The Council Tested Many Variables Based on Input from the Membership

The Actions We Tested

What Can Customer Service

Do to Make Me More Loyal?

Improve Experience with the Rep Reduce Customer Effort Provide “Moments of Wow”
* Rep confidence ¢ Number of transfers * Extent to which service is willing
* Ability of rep to understand customer * Repeating information to go above and beyond
* Rep listening ability * First contact resolution * Service organization’s knowledge
* Service personalization ¢ Number of contacts to resolve about customer
* Rep knowledge of how to resolve issue * Perceived additional effort * Exceeding expectations
* Rep concern to resolve * Teaching the customer
* Rep understands customer state of mind * Ease of contacting service * Offering alternatives to resolution
* Rep accent * Ease of reaching right person * Value of alternatives presented
* Rep setting expectations * Time to resolve

* Certainty of follow-through

The Outcomes We Tested

Satisfaction Loyalty
* Repurchase
* Buying More
* Word of Mouth

Source: Customer Contact Council research.
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Major FINDING #1: EXCEEDING CUSTOMER EXPECTATIONS YIELDS MARGINAL LOYALTY IMPROVEMENT

THE FrUITS OF YOUR LABOR(?)

Council Research Demonstrates That Exceeding Expectations Yields a Marginal Lift in Customer Loyalty

Impact of Customer Service on Customer Loyalty

Member-Articulated Versus Actual Customer Behavior
Member-Articulated

M Version
Ore 7 . . . .
The Council tested customer service interactions f
against customer loyalty, discovering that
exceeding expectations in the service channel \ :
yields little benefit to customer loyalty. / @
4 Actual
Customer
Behavior
Loyalty 3.5
Less 0O
Below Meets Exceeds
Customer Customer Customer
n= 17968, Expectations Expectations Expectations
=z
i Councit. CONCLUSION THE SILVER LINING
. ] Customers Reporting The Cost of Exceeding
Member§ underestlmate the \(alu.e of meeting Service Exceeded Expectations Expectations (Versus Meeting)
expectations in customer service interactions. Member-R dC
Expectations ember-Reported Costs
Exceeded +20% 6-10%

@ Members overestimate the change in customer loyalty w More  More
resulting from exceeding customer expectations in
\ o / 15-20% More \ |

customer service interactions.

Expectations

n=17968. Not Exceeded n=19. [1-15% More

Source: Customer Contact Council research.

CCC1A9UNI5 © 2008 Corporate Executive Board. All Rights Reserved.




MajoRr FINDING #2: SATISFACTION IS NOT A PREDICTOR OF LOYALTY

SMILING As THEY WALK OuT THE DOOR

Council Analysis Demonstrates That Customer Satisfaction Is a Misleading Indicator of Customer Loyalty

Satisfaction Versus Loyalty

High
Little relationship exists
between satisfaction and loyalty. | ®

Loyalty
[ ]
[ ]
Low
Low High
Satisfaction
n=17968.
7
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TaE ULy TRUTH

* 20% of “satisfied” customers
intend to leave

« 28% of “dissatisfied” customers
intend to stay

AHEAD OF THEIR TIME?
Ve VAV VA N VAN

“Most managers rejoice if
the majority of customers
that respond to customer-
satisfaction surveys say
they are satisfied. But
some of those managers

N may have a big problem.”

IS A AU AN

Harvard Business Review

Why
Satisfied

Customers
Defect

| “Detailed analysis of

individual customers...

% ULTIMATE typically finds that between
QUETION 60 and 80 percent of

Driving Good Profits
e G customer defectors score

iEIEERED themselves as “satisfied” or
<« . »
very satisfied” on surveys
preceding their defection.”

L VNN AN NP VAT

Source: “Why Satisfied Customers Defect,” Harvard Business Review, November/December, 1995;
Fred Reichheld, “The Ultimate Question: Driving Good Profits and True Growth,” Harvard
Business School Publishing Corporation, 2006; Customer Contact Council research.



Major FINDING #3: REDUCING EFFORT HAS THE GREATEST IMPACT ON LOYALTY

DIFFERENT GOALS, DIFFERENT DRIVERS

Soft skills have the greatest impact on satisfaction...

Key Drivers of Customer Satisfaction

Satisfaction

Improved
Experience
with the Rep

* Rep confidence

* Rep concern

* Rep listening ability

* Ability of rep to
understand customer

* Rep understood mood

* Service personalization

* Certainty of follow-
through

Reduced
Customer
Effort

* Number of transfers
* First contact resolution

* Perceived additional
effort to resolve

Provided
“Moments
of Wow”

* Service organization’s
knowledge about
customer

...but reducing effort has the greatest impact on loyalty

Key Drivers of Customer Loyalty

* Service personalization

CounciL CONCLUSION

To generate satisfaction, improve rep soft skills.

To increase loyalty, reduce customer effort.

Loyalty
Improved Reduced Provided
Experience Customer “Moments
with the Rep Effort of Wow”

* Number of transfers

* Repeating information

* First contact resolution

* Number of contacts to
resolve

¢ Perceived additional effort
to resolve

* Teaching the customer
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Source: Customer Contact Council research.




MAjor FINDING #4: THE CONTACT CENTER’S ROLE IS MITIGATING DISLOYALTY

DEFINING OUR OPPORTUNITY

The Contact Center Has a Greater Stake in Mitigating Disloyalty, Primarily by Reducing Customer Effort

Customer Service Influence on Customer Loyalty

Percentage More Likely to Be Loyal

Total Potential Impact:

More Loyal 87%
A 12% “Moments of Wow": Teaching Customer
Effort Matters...a Lot
Effort: First Contact Resolution Ninety-six Percent of customers who
put forth high effort to resolve their
Neutral issues are more disloyal.
Only nine percent of customers with
low effort are more disloyal.
Effort: More than One
Contact to Resolve
(45%) Rep Experience: Generic Service
Effort: Repeating Information
v (20%) Effort: Perceived Additional Effort to Resolve
More Disloyal (18%) Effort: Transfers
—— Total Potential Impact:
(342 A) Source: Customer Contact Council research.
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THE NEwW PATH FORWARD

The Best Measure of Loyalty Is Customer Effort, as It Is the Best Predictor of Both Repurchase and Growth

Customer Effort

A customer service success measure that accounts for the
ease of issue resolution as experienced by the customer.

! Customer effort is a composite index including perceived effort, repeat contacts, past issues, repeating
information, and transfers. “"Low Effort” is the bottom 25% of this composite effort scale, while "High
Effort” is the top 25%.

2 Predictive power evaluated by the coefficients derived from regression analysis. Effort regression
coefficients are 3.65 and 2.92 for repurchase and increased spend respectively.
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Loyalty Impact

In the Service Chann

el

This document may not be reproduced or redistributed without the expressed permission of the Corporate Executive Board Company.

y of the information it provides to its m
in all cases. Furthermore, the Integrated

upon

4
High 4.0 Council Conclusion i
THE CRYSTAL BALL il
Relationshio of Effort with Repurchase! | | Compared to NPS®, an effort-based measure
cationship of Efort with Repurchase 1 | is better suited for the service channel. Effort
100% 94% + | is not only a better financial predictor,
Percentage 1 but it is also more relevant, as it is the best
of Customers + | indicator of loyalty.
Who 3.0
Repurchase T
4% +
Low High 1
Effort Effort 1
Relationship of Effort with Increased Spend' |
Predictive 1
100% 88% Power for 2.0
Percentage Repurchasez i
of Customers I+
Who Increase T
Spend T
P 4% 1
0% T
Low High 1
Effort Effort 1.0 -
Relationship of Effort with Negative WOM' T
Customers Who Have Spoken Negatively +
100% 81% 4
Percentage il
of Customers Low +
. 0.0 H—+—+—+—++—+—++4+—+++t+++ -+ttt
0% 1% 0.0 1.0 2.0 3.0 4.0
6 : High
Low High n=17968. Low _ '8
Effort Effort Predictive Power for Increased Spend?®

Source: Customer Contact Council research.
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CES"™ STArRTER KiT

Implementation Cheat Sheet for the Customer Effort Score™

CUSTOMER EFFORT SCORE" —————— Average Effort Score
I
How much effort did you personally have to put forth to handle 3.03
your request? Average Effort Score
(1) None I I | |
(2) Low n=17968. ! 2 3 4 5
(3) Moderate
(4) High Customer-Reported Average Effort Score Across B2C Industries
(5) Very High Retall 12.7
12.7
Comments: OtChZS 50
Financial Services 12.8
Consumer Electronics 13.0
Health Insurance 13.0
Utilities 13.1
Telecommunications 13.1
C il Imol e T T =" Travel/Leisure 13.2
CRlE U g i i) ] 2 T Shipping/Express 13.2 . |
™ . . . . . [y
. Use the CES™ to obtain a holistic picture of customer effort in the n = 17968, I 2 3 4 >

resolution process. L .
P Effort Score Distribution Across B2C Industries

2. Use a more detailed, effort-based survey to analyze discrete sources Alphabetical

of effort throughout the resolution process.' 5) Very Hioh
18% 13% 18% 16% 13% 23% 19% 7% 12% . ( ) ery mig
3. Consider changing the ending of the effort-based question to 7% 2%l o B 7% ° 15% L= ORI
accommodate the type of reason for a customer request (e.g., "...to 18% I 20% 205 [ 20% W 3) Moderat
" o o % 18% 22% (3) Moderate
complete the sale?"). o 7% 21% [ 1|17 o
| | | 2% 24% Sa| 123%] [13%] [13% () Low
4. To capture customers with unresolved issues or outstanding . . 8 26%
; ., 33%| (339 33% 5| |1 (1) None
requests, add an “(n/a) Request Is Not Resolved” field to the 30% °l 199 14| |25%| |3e0| [25%
response options (except if using an immediate post-contact survey). 0 .
2 120% [1e%l 51 [20% |18%| 136 17%| |%%
: , , 12% 5 [11% 13%| |9
5. Use customer verbatim for a more comprehensive analysis of - 5 N . - >
customer effort and to target proactive outreach. Co L ¢ s© & & & 8 &
O(\%Q {O(\\(J %@( \(\o})@ < \<</+Q (\\(3’ e\}\/@ P o
" Auvailable in the Appendix. Q@Q»é' é\i}%\ @%\ ) Q@qo O((\((\\) &{274
2 The “Other” category includes several B2C industries for which the sample Q\Q < C)(\\Q &66(’

size was too small for independent analysis.
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SHIFTING THE LOYALTY CURVE
Mitigating Disloyalty by Reducing Customer Effort in the Service Channel

L.
IDENTIFYING POINTS
OF NEEDLESS EFFORT

I1.
DEFINING SUCCESS
AT REDUCING EFFORT

I11.
RECOVERING
FROM FAILED EFFORT

Take the customer perspective: audit and observe end-to-end
service processes to understand where effort is happening

Ameriprise %
Financial
* Apply a simple customer service tracking program to uncover
when policies add effort to the customer experience.
* Screen policy fixes for simplicity to reveal ‘quick wins’ that
streamline service interactions without burdening
the business.
* Position policy obstacles as instances of customer effort
to secure internal buy-in for change.

“Intut

* Use direct observation of customers to identify sources
of customer effort and to eliminate traditional feedback
mechanism biases.

Fidelity é!% Investmenis:

Customer-Friendly
Web Design

A frontline rep—informed Web design
guides customers to self-service functionality.

OTHER COMPANIES PROFILED
momentum

Seamless Follow-Up
Issue Resolution

SMS messages surface at-risk customers
and allow adequate preparation of customer
issues prior to making proactive outreach.

Use customer effort as your primary customer
experience metric, as it is the best predictor of loyalty

* An effort-based metric is a better predictor of customer
financial behavior than CSAT or NPS®,

* Use a two-pronged approach: measure callbacks for objective
customer-exerted effort and the Customer Effort Score™ for
customer-perceived effort.

Proactively Engaging At-Risk Customers

//}
Earthlink’
Using Customer Verbatim to Target At-Risk Customers

A proactive outreach system surfaces and engages customers
who are at risk of defection based on customer survey verbatim.

Recovering At-Risk Customers During the Next Interaction

k
Ripley

Treating At-Risk Customers in the Moment
Frontline staff are liberated from all productivity mandates when
interacting with at-risk customers, ensuring such customers
receive proper issue resolution.

CounciL IMPLEMENTATION TooLS—

%Naﬁonal

Proactive Feedback
Sessions with the Customer

Reps proactively contact at-risk
customers for recovery and to
determine why resolution failures occur.

I~ Customer Effort Audit

) )

NI Customer Effort Score™ Questionnaire

il Business Case for Shifting Away from Satisfaction

* Pseudonym.
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Source: Customer Contact Council research.
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