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EXECUTIVE SUMMARY

ustomer Experience Management (CEM) is a customer-centric business

management tool. Interest in managing the customer experience has

increased as research directly connected medium and long term business

profitability to levels and dimensions of customer satisfaction. CEM provides

businesses with a tool to systematically measure and improve customer satisfaction

by using the customer perspective as a driver for internal business improvement.

The better a business can align its
operations to accurately match what
customers want and expect, then the
more effective and efficient the business
becomes. Customers are also more
satisfied; reducing churn and increasing
spending. Delivering this dual value
improvement, for the business and for the

customer, is truly a win win for both parties.

However, gathering customer information
and then using it effectively for
improvement is no small task. It takes a
well-planned and systematic effort.

‘ ‘ CEM provides businesses with
a tool to systematically measure

and improve customer satisfaction by
using the customer perspective.”

When done properly, however, these
efforts do deliver significant benefits that
include higher profits.

The CEM framework that must be in place
to successfully deliver value include:

e Capture the voice of the customer

e Analyze data to find meaning and
useful information

e Integrate information;
communicate to the right person at
the right time

e Improve the organization
by intelligently applying
what is learned

e Measure the effectiveness of CEM;
make adjustments/improvements
as needed
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All of these segments must be functioning
to effectively collect, process, and

apply feedback in a way that achieves
organizational improvement and a better
customer experience.

Implementing the CEM framework in each
organization has its unique challenges.
There are, however, some common
obstacles that businesses encounter while
beginning the CEM journey. For example,
a lack of management commitment

and participation is a frequent issue
organizations face.

Management should have a clear role in CEM
that includes planning and regular review.

Other obstacles can be overcome through
proper planning that includes training,
investing in technical tools, and building
the CEM program slowly. The ultimate goal
of the CEM framework is to deliver bottom
line benefits to the business, including
financial performance. As noted, successful
CEM programs have a direct impact by
increasing revenue while reducing costs.
CEM also strengthens the business by
providing valuable insight into the customer
and the business environment.

The importance of customers must be
recognized. Using a proven CEM framework
ensures a business is intelligently paying
attention to its customers - the most critical
part of any business.
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CUSTOMER EXPERIENCE
MANAGEMENT THAT IMPROVES
THE BOTTOM LINE: A FRAMEWORK
FOR IMPLEMENTING CEM

re customers the most important part of a business? We do know that without

customers there can be no business. While this somewhat obvious statement is

accepted by a large majority of business owners and managers, it is surprising

that few businesses have a customer focus and make systematic efforts to understand

customers. A majority of businesses have still not established a clear framework for

ensuring that it meets customer’s needs.

Businesses are often too narrowly focused
on internal operations and even more
obsessed with immediate financial results.
Limited to this short term view, making a
determined effort to see the business from
the customer perspective seems like a
useless expense.

This belief, however, does not match reality.

Businesses that succeed in applying a more
customer centric approach can realize
strong benefits including an excellent
Return on Investment (ROI).

Customer Experience Management (CEM)
is a systematic approach to improve
customer satisfaction by understanding

customer feedback and customer behavior
and applying what is learned inside the
organization. Customer satisfaction is
clearly linked, through both experience
and research, to business success. Satisfied
customers indicate that a business is doing
a good job of effectively delivering what it




All of these segments must be functioning
to effectively collect, process, and

apply feedback in a way that achieves
organizational improvement and a better
customer experience.

Implementing the CEM framework in each
organization has its unique challenges.
There are, however, some common
obstacles that businesses encounter while
beginning the CEM journey. For example,
a lack of management commitment

and participation is a frequent issue
organizations face.

Management should have a clear role in CEM
that includes planning and regular review.

Other obstacles can be overcome through
proper planning that includes training,
investing in technical tools, and building
the CEM program slowly. The ultimate
goal of the CEM framework is to deliver
bottom line benefits to the business,
including financial performance. As
noted, successful CEM programs have a
direct impact by increasing revenue while
reducing costs. CEM also strengthens

the business by providing valuable
insight into the customer and the
business environment.

The importance of customers must be
recognized. Using a proven CEM framework
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ensures a business is intelligently paying
attention to its customers - the most critical
part of any business.

‘ ‘ Giving the customer voice
is now seen as a proven

way to build loyalty and extend
the reach of the brand.”
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CEM BACKGROUND

he development of CEM is relatively new. A 1990 meta-study examined research

published between the 1920s and the 1980s that attempted to explain a significant

change in business success (for better or worse). Customer satisfaction was not

even mentioned as a possible cause in a single case during this 60 year span of published

research. The importance of customer satisfaction was not yet well understood.

The importance of satisfied customers
began to garner more attention during the
1990s. Interest in the topic was likely due

to several notable CEM successes, to the
increasing amount of business research
that connected customer satisfaction to
success, and to the growth of Information
Technology (IT) capability. The advancement
of IT made it feasible to collect and process
large amounts of customer feedback/
information - a critical part of effective CEM.

With the connection between satisfied
customers and business success clearly
established, the need for an intelligent
approach to satisfying customers seems

‘ ‘ How the customers “experience”

or perceive their interactions
with business is the biggest factor in
determining customer satisfaction level.

clear. Learning how to satisfy customers is
not always easy, though. Some researchers
estimate an 80% failure rate for customer
centric initiatives to improve satisfaction.

Employing a proven framework is one way
to improve the chances for success.

The Role of Touchpoints

As its name implies, CEM attempts to
manage the customer experience to ensure
a positive result. How the customers
“experience” or perceive their interactions
with business is the biggest factor in
determining customer satisfaction level.
The interactions between a business and
its customers are at the center of the
customer experience and the business’
ability to manage it.

In a simplified representation, Figure
1 shows basic customer-business




interactions, commonly referred to as
touchpoints. On the left, the business has
systems (i.e. phone systems, computer
systems, manufacturing and/or office
equipment) and processes (people and/

or systems executing steps to achieve

a desired output) that make products,
provide services, and interact with
customers. Procedures and rules guide the
systems and processes in order to produce
consistent results.

Customers are on the right in Figure 1.
Customers have expectations developed

by their internal requirements (wants/
needs), by sales & marketing messages,
past experiences, word of mouth, and other
sources. They also have a perception of the
compared to “what they pay”.

At the center of Figure 1 are the
touchpoints - where customers interact
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with the business. One type of touchpoint is
when a customer uses a product or service,
for example, withdraws at the ATM, drives
the car, or places a call. Another type of
touchpoint is when customers have direct
interactions with the business such as
sales calls, service/product inquiries, order
placement, problem resolution, technical
support, and service termination. Properly
managed touchpoints that consistently
meet customer expectations result in
satisfied customers.

Figure 1 : Managing Touchpoints Determines the Customer Experience
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An emotional response will be most
powerful and lingering impression a
customer has to the touchpoint, as
Figure 1 illustrates.

Therefore, a customer’s general level of
satisfaction is directly related to these
accumulated emotional responses, with the
more recent touchpoints carrying the most
weight. The “feeling” a customer has after

a touchpoint, either positive, negative, or
neutral, will be their major takeaway.

These resulting emotional responses

that affect customer satisfaction are also
potent persuaders (as well as predictors)

in determining future customer behavior.
Will they remain a customer? Will they delay
payment? Will they increase use or add
more services? Usually these decisions are
determined by how the customer “feels”
about a business as a result of his or her
experience with it.

While products or services that perform
satisfactorily are critical for any business,
research indicates that the other direct
interactions customers have with the
business, such as calling customer service,
are the most significant drivers of customer

satisfaction or dissatisfaction. Ironically,
these poor customer experiences are the
easiest to avoid, yet extremely common.

The problem is that businesses are not
seeing touchpoints from the customer
perspective. Their methods are heavily
driven by internal needs without much
consideration for the customer.

The CEM Framework uses a systematic
approach to collecting and using available
information (especially customer feedback)
to improve the business (i.e. systems,
processes, rules) in ways that consistently
delivers a positive experience for the
customer and a positive resulting response.
This requires considering the interests of
the customer as well as the business.
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THE CEM FRAMEWORK

he CEM Framework describes the critical elements needed for using customer
feedback to deliver a better customer experience and positive organizational
improvement. These five fundamental functions have to be in place,

regardless of size or scope of the CEM program, in order to achieve positive results:

Simply starting a CEM program will not

1. Capture the voice of the customer produce results. The CEM efforts must be

2. Analyze Customer Feedback connected and coordinated to achieve well-

3. Integrate Information and Results defined objectives. The elements of the

4. Improve Organization and framework create the structure required to
Customer Experience make CEM pay off.

5. Measure CEM Value
and Effectiveness

Figure 2 : The CEM Framework

ooooooooo}

® &6 & 0 0 0 0 0 0o o o
L)

v

L]
L)
L]
L]

Statistical Reduction,

Cataloging, Grouping,
Sorting, Red Flags

Surveys, Touchpoints, Interpret Results, Make

Encourage Feedback,
Text Mining

Connections, Test Assumptions,
Real Time Dashboard

e © o o o o o

e o o 0 0o o

e 600 0 e e Organizational KPIs, { o o o Close the Loop, Increase { e 0o 0 0 o 0
Customer KPlIs, Financial Value for Customer and
KPIs, Review/Correct CEM Business, Financial Benefits




@ www.sandsiv.com

Capture The Voice Of The Customer
The framework begins by capturing

the voice of the customer. This involves
gathering feedback of all kinds and

making a meaningful record of customer
input. CEM takes advantage of existing
opportunities to hear and capture the
voice of the customer as well as developing
additional channels and opportunities for
customer feedback. Successfully capturing
the voice of the customer typically requires
a multi-prong approach that can include:

Surveys and Questionnaires:
The most basic way to collect customer

feedback is to ask them questions.
Timing is critical. The sooner a customer
is surveyed after a touchpoint the more
likely they will participate and provide
accurate information. Advanced survey
methods use targeted questions that
vary according to the customer and the
touchpoint. Effective questionnaires are
typically brief with a few close-ended
guestions and at least one

open-ended question allowing customers to
respond in their own words. It is important
to give customers an opportunity to say
exactly what they want and how they want.




Touchpoints:

A business is usually already interacting
with customers. With proper training and
tools, employees can serve as the eyes and
ears of the business and capture comments
and observations for the CEM data silo.
Current technology even provides tools

for automatic collection of feedback. Plus,
opening a dialogue gives a business the
opportunity to provide information, resolve
a problem, or note positive satisfiers.

Touchpoints have other advantages for
collecting feedback as well. Customers
are more likely to answer a few questions
when asked as part of the purchase or
service process than they are to complete
guestionnaires or participate in surveys
at other times. Additionally, it is more
likely that unhappy customers will initiate
feedback or respond to questionnaires.
This skews data in a negative direction
and does not capture positive satisfiers.
A proactive effort to collect feedback
during touchpoints can provide a better
representation of all customers.

Request Feedback:

Once prepared, a business should
communicate its commitment to customer
satisfaction and encourage feedback. Use
multiple forums (advertising, web site,
account statements, product materials) to
ask for customer comments. Make it easy
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to leave feedback by providing several
contact options like phone, email, and

social networks like Facebook and Twitter.
Plus, have a straightforward and simple way
to leave comments directly at the web site.

On-line Searches/Notifications: Search
the web and social media for comments
made about the business (and its
products/services). Use tools like Google
Alerts to provide notification of on-line
mentions. Blogs, wikis, review sites, and
social media may be where the customers
are the most forthright about their ideas,
opinions and attitudes.

‘ ‘ Employees can serve as
the eyes and ears of the

business and capture comments and
observations for the CEM database.”
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One-to-One Interviews:

These are opportunities to gather in-depth
information about customer expectations,
perceptions, and value decisions. Optimally,
targeted programs will contact selected
customers at critical points in the lifecycle.
Intelligent use of contact strategies

gathers in-depth feedback and can affect a
customer’s attitude at a critical stage.

For example, a customer in the 10th
month of a 12 month contract who has
had one negative incident may be more
likely to remain a customer if the business
contacts them.

Accomplishing this first critical piece of
the framework takes organizational effort
and discipline. This is particularly true in
regard to capturing responses to open-
ended questions, on-line postings, and
comments made during in-person and

phone conversations. A lack of resources
and support for frontline, customer-facing
employees charged with this difficult task
is a common obstacle. A commitment

is needed to develop the systems and

the technical ability to make capturing

the voice of the customer for the CEM
database feasible.

Analyze CEM Data:

Successfully capturing the voice of the
customer will mean accumulating a
significant amount of data. Plus, as the
CEM program builds so will the volume
and the diversity of the data. The right
methods to analyze data are needed in
order to make sense of it.

The techniques used to analyze data should
align with the kinds of information being
collected. Straightforward statistical analysis
is typically used for structured numerical
data. Analyzing structured data (including
dates/times) provides objective information
about customer satisfaction levels and
customer behavior, and it can be used to
answer specific questions about product

or service performance. The difficulty is
usually finding the right questions to ask
and how to analyze the existing data to
answer them.

Unstructured data is typically text from
emails, phone transcripts, responses




to open- ended questions, and on-

lines posts and comments. Analyzing
unstructured data requires techniques
that may be less familiar. Learning to use
unstructured data, however,

is vital since it contains a wealth of useful
customer information. Mining unstructured
data can provide better insight about
customers, including their expectations
and attitudes toward the business, that go
beyond the information that structured
data can provide.

For example, learning to mine what
customers say in their own words can
highlight major causes of customer
dissatisfaction as well as what delights
a customer.
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Unstructured data leads to unguided
discoveries, challenging assumptions,
and identifying new areas to explore with
guestionnaires and structured data.

Integrate CEM Information

The next step in the CEM Framework
is gathering customer information

in one place so it can be employed
throughout the organization. All
customer feedback, customer account
information, call center statistics, and
other data are combined in a central
repository so it is readily available for
coordination, comparisons, connections,
categorization, and other purposes.

Only when information is properly
assimilated can it be processed and
meaningfully distributed through the
organization. When various pieces of
information are scattered in assorted
locations, it is difficult to form a clear and
accurate picture of what customers are
doing and saying. Decisions are being made
without the benefit of the complete facts
and the lack of coordinated information
creates inconsistency and mixed messages
to the customer. An integrated approach
provides synchronization and uniformity in
delivering a positive experience regardless
of department or business segment, from
marketing and sales to fulfillment and
customer service.
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In other words, an integrated CEM program
gets the right information to the right
people at the right time. Every employee
interacting with a customer has access

to all the information needed to provide

a satisfactory result. Having coordinated
and comprehensive information available
also creates the impression of the business
having the same “memory” as the customer,
which can be a critical piece of delivering

a positive experience. This is especially

true if it avoids the typical customer
frustration of constantly re-explaining and
re-counting recent events of account history.
Additionally, integrated CEM provides

real time dashboards and alerts that give
employees feedback on key performance
objectives. Customer service can easily see
average call length and average on-hold
time for the day, the week, and the month
- all relative to established objectives. Plus,
current issues and resolutions are easily
shared with involved parties.

Red flags notify the proper department
about potential problems or issues that
require attention, including making sure a
valued customer receives the service he or
she deserves.

Almost all employees either deal directly
with customers or they manage the
systems and processes with which
customers interact.

They should understand their role in
satisfying customers and be involved in
improvements and solutions. An integrated
CEM makes customer satisfaction an
organizational effort with a common
language and shared terminology, plus it
promotes a customer centric culture.

A fully integrated CEM effort capable

of merging diverse data types as well

as providing real time information and
dashboards will typically require investing
in a CEM platform or an integrated CEM
application. It takes intelligent use of
technology to integrate and communicate
information throughout the business.
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USE CEM TO IMPROVE

his is where the rubber meets the road for CEM - closing the loop by applying

information in positive ways to improve how the organization delivers products

and services and how it interacts with customers. It is only when information is

used to take meaningful action that CEM delivers on its potential. While the ultimate

goal of CEM is to gain a financial benefit, it is improvements gained in performance,

efficiency, reliability, friendliness, and service that result in satisfied customers and in

turn builds a strong business.

The direction and activities for
improvement depends on the business
and what is learned through capturing and
analyzing customer feedback. Generally,
improvement priorities are determined
by what can bring the most benefit to the
business and its customers in relation to
cost and efforts. Improvement, like all the
elements of the framework, should also
align with specific objectives of CEM and
with overarching business goals. Blindly

using customer feedback to chase better
customer satisfaction is not the best way to
realize a return on the CEM investments.

A business that makes improvements in

a strategic way to build organizational
success and customer value will see more
positive results.

A business with a functioning CEM
Framework addresses systematic issues
with interactions and with product/
service, and it identifies and disseminates
activities and approaches that achieve
high customer satisfaction. In addition, as
CEM matures and more accurately and
purposefully segments and categorizes
customers, the messages and activities
can be adapted for individual customers,
better managing the customer lifecycle.

|

i
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MONITOR CEM RESULTS

ike any process, CEM requires metrics to determine effectiveness. The CEM

Framework includes a comprehensive, 360° approach to measuring CEM

results. A 360° approach includes Key Performance Indicators (KPIs) with both

an outside-in (customer) perspective and an inside out (business) perspective. KPIs

should answer both questions of: How well is the business doing from the business

prospective at meeting the needs of the business? How well is the business doing

from the customer prospective at meeting the needs of the customer?

Inside-out KPIs measure CEM performance
in delivering value to the business. These
metrics should cover multiple dimensions
of organizational performance including
the financial benefit. Examples of inside-
out metrics include:

e Customer Lifetime Value

e Average Return per Unit

e Costof Incident

e Average Costs of Handling

e First Call Resolution
(business perspective)

e Churn Rate

As the CEM program grows and matures,
more advanced measurements can be
used. For example, an advanced CEM effort

attempts to differentiate “good” customers
from “bad” customers, focuses on keeping

“good” customers, then measures how well
it identifies and retains them.

While inside-out KPIs attempt to
objectively measure the value CEM gives
the business, the more challenging
outside-in KPIs attempt to measure
value that CEM provides the customer.
One way to measure the customer value
perception is to find various ways to
measure customer attitudes that develop
in response to touchpoints. Examples of
outside-in measurements include:

e Customer Satisfaction Index
e Net Promoter Score (NPS)
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While general satisfaction level is a
common indicator, the recent surge in
interest for CEM has led to new ways to
effectively measure customer attitudes.
These emerging CEM KPIs have shown

an even stronger correlation to revenue.
For instance, the more likely a customer
is to recommend a business to friends,
family, or colleagues (i.e. NPS), then the
more emotionally connected or loyal they
feel toward the business. A higher NPS
correlates directly to higher revenue. No
single metric, however, paints a complete
picture. Multiple ways to measure how
well a business in doing from a customer
perspective should be in place.

If CEM is not effectively achieving realistic
objectives, then as with any business
process, adjustments and improvements

to the framework implementation are
necessary. It may take some time to learn
the CEM methods that work best for a
particular business situation. Creating

an effective CEM program is a journey,
not a onetime effort. With regular
measurement and review, the CEM
program can build and improve using
objective facts instead of guesses and
unproven assumptions.

While general satisfaction
‘ level is a common indicator,
the recent surge in interest for CEM
has led to new ways to effectively
measure customer attitudes.”
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THE BENEFITS OF CEM

t is clearly established that satisfied customers are critical to the long term

success of a business. While customers are important, so is the financial bottom

line. A business also has to make a profit to survive.

A Financial Return

The role of CEM is to make sure the
business has satisfied customers, which
in turn, leads to better retention and
higher loyalty. But ultimately the goal
of CEM is to have a direct impact on the
bottom line through:

Increased Customer Lifetime Value:
Higher customer retention means more
revenue per customer as well as a better
return on the cost of getting and serving
typical customers. Plus, highly satisfied
customers spend more over their
lifetime than other customers. CEM that
focuses on discovering and implementing
methods to deliver high levels of
customer satisfaction can lead directly to
increased revenue. What could be better
for the bottom line?

Reduced Marketing Costs: Everyone knows
the old business adage that it costs more

to find a new customer than it does to keep
an existing one. Also, when a business
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keeps customers longer, new customers
are not needed at the same rate. With
lower customer churn, a business can still
grow while actually reducing marketing,
sales, and advertising costs. Highly satisfied
customers are also much more likely to
mention or recommend a business (or
product/service), providing free and highly
effective advertising.

The impact some CEM programs have
had on the bottom line were dramatic.
Some businesses have experienced a 40%
increase in revenue and an 80% reduction
in marketing costs. These positive




financial outcomes (as well as other CEM
benefits), however, are achieved through
customer- focused medium and long term
growth strategies.

Businesses only thinking about next
quarter’s financial statements will have

a difficult time justifying the investment
needed to implement the CEM Framework.

Additional Benefits of CEM

While providing a benefit to the bottom
line is the fundamental reason for using
CEM, it also contributes to strengthening a
business through:

e Improved Efficiency: The better
a business can align its practices
to deliver what customers want
and value, then wasted efforts are
eliminated and internal operations
become more efficient.

e Innovation: Customers can be a
potential resource for developing
fresh approaches, new products,
insightful features, and other
innovations.

e Leading Indicators: Customer
attitudes and satisfaction can be
leading indicators of other key
business metrics. When customer
satisfaction levels decrease, there

www.sandsiv.com @

is good chance that sales and
revenue will be next.

e Targeted Action: Proactively
contacting a customer at the right
time and for the right reason
can be the difference between a
customer and a former customer.

e Risk Management: One of the
biggest threats to a business is
losing its customers. CEM provides
a proven method for monitoring
a critical part of the external
business environment in order to
identify and mitigate potential risks
in this area.

Implementing CEM

The CEM Framework described above can
succeed in any organization- regardless of
size or industry. Every business is unique,
however, and CEM must be tailored to

fit individual organizations, putting the
elements of the framework into place that
best fits the circumstances.

‘ ‘ The CEM Framework
described above can

succeed in any organization-
regardless of size or industry.”
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There are, however, additional factors
that determine how successful the

CEM Framework can impact customer
satisfaction and help the bottom line.
Careful consideration of the following
issues when implementing the
framework can significantly improve the
chance for success.

Management Commitment Implementing
the CEM Framework takes management
commitment. Without a commitment of
time, resources, and attention from the
organization’s leaders, a CEM program
will likely fail.

‘ Just as important as
management’'s commitment

is its role creating clear and complete
plans that include a coherent strategy,
defined implementation methods.”

Employees take their cues about priorities
and importance from the messages and
from the actions of organizational leaders
- but not necessarily in that order. If
management talks about CEM without
showing real interest or involvement,
employees will intuitively focus on
activities and objectives that do align with
management's priorities. Then CEM ends
up as another expensive, abandoned
management experiment.

Management also has the authority to put
in place organizational resources. If CEM
is starved of the people and tools needed
to make it operate, then the results

will be anemic as well. To be effective,
management must be involved and be
committed to CEM by investing adequate
resources. Also, a customer centric
approach requires a cross- functional
effort that includes Sales, Customer
Service, Marketing, IT, Management, even
Field Service and Engineering. Hands-on
involvement by top management creates
the successful cooperation needed
between departments to achieve shared
organizational CEM goals.

Aligned Plan-Strategies- Methods-Goals
Just as important as management’s
commitment is its role creating clear and
complete plans that include a coherent
strategy, defined implementation




methods, and realistic goals that provide
measurable benefits to the business. While
pitching lofty concepts to employees then
leaving them to figure it out is a popular
management technique, it is usually not

a successful one. The best chance for
success is when all the dots are connected
and key elements of CEM are fleshed out.
This includes complete plans for:

e Data collection and entry methods
e Employee buy in and training
e |T systems and applications
e Data analysis
e Creating and defining
business goals
e |dentifying process owners

To be effective, these CEM efforts have to
be aligned to achieve particular business
goals. Improving customer satisfaction
should be achieved in the context of

a particular objective, like improving
retention and lifecycle. Blindly chasing high
levels of customer satisfaction without a
methodical approach to achieve particular
objectives can be an expensive effort that
lacks payback.

The CEM Framework is effective when
objectives, strategies and methods are all
aligned to achieve realistic business goals.
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Start Small and Build

Successful CEM programs frequently start
small then build on success. Building an
integrated CEM program has a significant
level of difficulty, and trying to do too
much too fast can be a recipe for failure.
The best implementation plan may be one
that constructs the CEM program slowly in
logical stages and avoids over-reaching or
overwhelming employees.

Starting small will also allow a business
to see real value from CEM quickly since
a lower-cost, basic approach can more
readily show a positive financial Return
on Investment. In the beginning, all CEM
needs to produce positive results is a plan,
some effort, and a SQL database. Then
tools and capabilities are added slowly
and purposely with well-understood
goals and with a projected return on new
investments into CEM.
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On the other hand, getting started with

a large investment and with complicated
goals could mean it is months before CEM
shows a positive financial return or real
success. In this scenario, CEM appears like
an endless expense that is always in danger
of the chopping block. Starting small and
building on success maintains positive CEM
attitude and momentum by producing
demonstrated results more quickly.

Then, building on success and knowledge,
the CEM program can expand, growing

to match the business situation and meet
its unigue needs. Smaller businesses may
reach a point of diminished returns on
CEM investment more quickly than a large
business with a huge customer base. A large
business may be able to significantly invest
in CEM over time and still see an excellent
return with continued improvement in
customer loyalty and retention.

The best way to get started, however,

is to do something. Procrastinating and
hesitating because the “perfect” survey
questionnaire hasn't been developed

or because of uncertainty about using
statistical analysis simply causes
unnecessary delay. Mistakes will be made
and learning curves have to be overcome
- no matter when or how CEM gets rolling.
The sooner a business takes steps to
implement the framework, the sooner

positive benefits can be achieved. The first
step is to get started.

Invest in Technical Tools

As noted earlier, there is a clear connection
between technology and CEM capability.
Successfully using the framework to capture,
store, and process customer feedback, as
well as having real time dashboards and
alerts, requires technical tools.

There are several vendors that provide
CEM applications and integrated CEM
technologies. These include off-the-shelf
packages for small and medium sized
businesses as well as custom adapted
and designed CEM technology for the
comprehensive CEM program that a large
business may require. Both large and small
businesses will have to develop some

in- house CEM knowledge and technical
capability, as well as build a relationship
with a CEM application partner.
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ost business managers are familiar with the principles described by Norton

and Kaplan in their popular book, The Balanced Scorecard. They suggest that

successful organizations pay attention to four key organizational segments:

finance, employee growth, internal processes, and customers.

Employing the CEM Framework is a

very effective way to pay attention to
customers as The Balanced Scorecard
advises. But as this paper shows, the CEM
Framework also provides valuable input
and benefits to all the areas covered in
The Balanced Scorecard, even employee
satisfaction, since interacting in ways that
please customers is much more pleasant
than dealing with angry ones.

Improving Value Inside Out

A customer focus can impact the entire
organization, when all the segments of the
business are seen from the perspective of
how they deliver value to the customer.

As Figure 3 shows, all the operational
segments are a part of the value chain -
the creation and delivery of something of
value to the customer. The typical business
has departments like Sales & Marketing,
Product Development, Production,
Shipping and Receiving, Customer Service/
Technical Support, for example.
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These elements of the business are either a customer has toward the business.
adding value (contributing a feature or These create an overall customer
service that customers are willing to pay perception on value. A final Value Score
for) or removing value (an expense that expresses this perception based on their
contributes nothing in terms of what touchpoint experiences. The Value Score
customers want and are willing to pay may be positive, negative, or neutral.
for). Value has two main components -

price and image. Obviously price is the This Value Score is a predictor of

actual cost to pay for). Value has two main customer behavior over their customer
components - price and image. lifecycle; in particular:

Obviously price is the actual cost to the
consumer. Image is the attitude or feeling e Attraction - Bringing in
new customers
e Enhance Relationships - Satisfied
‘ ‘ Your business is already customers spend more
e Retain Customers - Prevent
defection and lower churn rate

providing a customer

experience to its customers, why

not exploit this experience, create

better customer relationships . , , .
The linked chain of performance in various

and increase revenue?”’ . .
business segments affecting customer
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Figure 2 : The CEM Framework

ATTRACT CUSTOMERS RETAIN CUSTOMERS ENHANCE RELATIONSHIPS

Sales and New Product : After Sales
Marketing Development Support
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Customers who are not happy tend to
express their dissatisfaction with their
wallet and spend their money elsewhere.
The best way to keep customers

happily opening their wallet is to make
methodical efforts to understand them.
When improvement is done intelligently,
strengthening the value chain in ways
that accounts for the needs of the
business and the customer, then long
term growth and success will be the
result. Who would have thought that
customers, the people who actually pay,
Value Score, which in turn affects customer are the key to profitability?

behavior; bringing in more revenue

(through more customers and higher

customer spending) and reducing costs

(by keeping customers longer) and an end

result of higher profitability.

Using the CEM Framework allows a
business to continuously improve
customer experiences in ways that
ultimately builds customer satisfaction
and loyalty; improving the Value Score by
improving the value chain.

Using the CEM Framework
‘ ‘ allows a business to
continuously improve customer
experiences in ways that

ultimately builds customer
satisfaction and loyalty.”
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