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o Customer loyalty is defined by three customer behaviors:
* Customers say good things about our company.
* Customers continue to buy from us.

* Customers buy more from us than they purchased before.
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OUR STARTING PoOINT

Customer Loyalty Is the Result of Three Customer Behaviors

Our Working Definition of Customer Loyalty

Customers Say Good
Things About Our Company

+

@

Customers Continue to Buy from Us

+

®

Customers Buy More from Us
Than They Purchased Before
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Source: Customer Contact Council research.



o Chief executives are focusing on increasing existing customer share-of-wallet.

o~ In turn, Marketing and Sales are emphasizing customer loyalty to effectively grow the company.

CCC1A8IGV5 © 2008 Corporate Executive Board. All Ri

hts Reserved. 4




THE WoORLD AROUND YOU

The CEO’s desire to ...is leading the company’s revenue engine to focus on customer loyalty
grow in existing markets...

Primary Business Growth Opportunity Seniormost Marketer’s MBOs Sales Executives’ Topics of Interest
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Grosar CEO

SURVEY “If we don’t get customer loyalty right, we won’t be able to grow

as a company.”

“...it is probably not surprising that many CEOs
are pulling in their wings. The percentage of

respondents who are concentrating on better
penetration of their existing markets...has
increased significantly...”

Vice President of Marketing
Financial Services Company

Source: PricewaterhouseCoopers's | Ith Annual Global CEO Survey 2008; Marketing Leadership
Council research; Sales Executive Council research; Customer Contact Council research.
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o~ Factors such as increasing product commoditization and diminishing brand differentiation are forcing
organizations to find new ways to distinguish themselves.

o~ Therefore, the service channel has been tapped as a source of market differentiation.
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OURrR MOMENT IN THE SUN

As differentiation becomes harder to achieve...

Standardization of Product Development
lllustrative

Product Product Product
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Time

Customer Views of Company Uniqueness
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...service is viewed as a source of customer loyalty

A Focus on Loyalty

AN SIANANA NN AN NN

“Loyalty is now driven primarily
CRM - . oy
Magazine by a company’s interaction with its
customers and how well it delivers on

their wants and needs...”

HanAa A AANAA A AAA

“Customer loyalty is an ongoing MChet
ne

relationship....Key to this, of course,
is excellent customer support....”

StepPING Up

“The pressure is on us—we’re increasingly
expected to build customer loyalty.”
VP, Customer Service
Health Insurance
Company

Source: “CRM Gets Serious,” CRM Magazine, February 2008; “Customer Loyalty is Achievable with
Better Support,” TMCnet, February 29, 2008; Research and Technology Executive Council
research; Communications Executive Council research; Customer Contact Council research.



o~ The membership posed three significant questions that governed the Council’s research.
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LoyaLrLTy: 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) Howcanl improve loyalty while still reducing my operating costs?

Source: Customer Contact Council research.
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o~ The Council conducted extensive quantitative analysis to determine the key loyalty drivers in the
service channel.

o~ The sample of 17,968 customers represented more than 12 industries and covered numerous
control characteristics.
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Sample of Participating Member Companies
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Sovereign

Additional Outside Respondents

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

* Hundreds of companies represented
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Gort IT COVERED

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

Data Sample Snapshot

Total Number of Customer Respondents:
* 17,968
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

North United
America Kingdom
South .
Africa Australia

11

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.



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

Preventing Customer Effort During Live Contact

Ameriprise %3
Financial
“Capturing the No’s” to Surface Quick-Win Policy Changes
Escalation staff log when they tell the customer “no,” providing
customer service with powerful data to change effort-causing
policies.

Understanding Sources of Customer Effort

“Follow Me Home” Customer Learning Program
By watching and interviewing customers who interact with
service channels, unknown sources of customer effort are
quickly surfaced.

Fidelity é!% Investments-

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.

Measuring Customer Effort

b

Customer Effort Score™
Council analysis reveals a customer effort score to target both
customer-perceived effort and callback-based effort.

Proactively Engaging At-Risk Customers
£7
EarthlLink’

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.

%Ncﬁonul

Proactive Feedback
Sessions with the Customer

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

CouNcIL IMPLEMENTATION TOOLS——

il Customer Effort Audit
Customer Effort Score™ Questionnaire

il Business Case for Shifting Away from Satisfaction

* Pseudonym.
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Source: Customer Contact Council research.



