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Modern CFM: How to Gain Business Benefits from Customer Feedback
Introduction

Customer Experience Management (CEM) is a phrase which seems to be on the lips of almost
every marketing professional. Every senior manager has CEM on their agenda as a tool to be
implemented to improve customer service delivery and the competitive position of their
company. Consumers notice and financially reward companies that deliver superior customer
experiences. (Stratify Group, 2010). There are sound reasons for the current success of CEM;
several refcent studies have shown that increased familiarity and intimacy with customers and
a better customer experience delivery drives customer loyalty, recommendations and wallet
share. All of these factors have a direct effect upon the bottom line.

There are significant revenue gains to be had from implementing CEM across the enterprise.
These come in the form of increased customer retention, increased customer satisfaction and
increased customer profitability. (Boulanger, 2008). Each of these can directly affect the
bottom line of the business.

Yet although more and more business leaders search for growth through an increased focus
and investment in CEM, most companies are still struggling to turn their CEM initiatives into
actionable business practices, which bring benefit to the company. A more startling fact is that
the customers of the business are not noticing any change in the customer experience. In fact,
recent data shows that whilst 56% of CEOs do think their company is customer centric, only
12% of their customer base agrees. (Hunsaker, 2010) This surprising result demonstrates that
most CEOs depend entirely too much upon internal KPIs, and are not receiving relevant
customer information, or a 360 degree view of the customer experience, which is required to
guide their business towards a direction which would make them more customer centric.

One of the primary reasons that CEM initiatives often do not perform optimally in the long
term, finds basis in the way in which the power of customer feedback is harnessed. Most
often, customer feedback will be collected and analyzed in an entirely static, rigid way. This
inhibits its effectiveness and the actual use which the data can be put to.

This white paper discusses the modern use of Customer Feedback Management (CFM) as the
key component of a viable CEM solution, and the role of CFM in a successful customer
management scenario.

A Short History of CFM



CFM can be broadly defined as the process of gathering customer feedback and data regarding
their perceptions and experiences as your customer. (Nash)

Feedback may be gathered in a variety of different ways, and can become an internal practice,
or outsourced to an external third party. Typical ways in which feedback is gathered include:

e Mailings

e Telephone

e Surveys

e Web 2.0 enabled sites
e Personal visits

The tools associated with feedback management enable the CFM process, and are designed to
ensure that the feedback received is actionable in one way or another. There are three main
definitions that help to explain CFM as a whole. These are feedback (actual feedback from the
customer), feedback management (the methodologies applied to feedback to produce
measurable, actionable findings), and feedback management maturity (the level at which the
enterprise is practicing its feedback management).

Although there are some similarities between CFM and CEM (Customer Experience
Management), and there is a significant amount of overlap in the practices of both CFM and
CEM, the fact that many people use these two terms interchangeable is fundamentally
erroneous.

CFM refers to the actual analytical process of technically interrogating the processes, systems
and data driven aspects of customer interaction and feedback.

CEM is an overall concept, which incorporates not only CFM, but also many softer aspects of
customer experience management such as the psychological, cultural and organizational
considerations.

As long as there has been trade and commerce, there has always existed the customer
experience, and customer feedback has always formed part of this experience. Even though
customer feedback may never have been measured or acted upon, it still existed. Every
customer who purchases a service or product gives feedback. Even silence is a form of
feedback.

In past decades, commerce was focused upon an almost entirely industrialized approach to
the way they did business. Feedback, the customer and VOC were almost entirely ignored in



favor of streamlining business processes and increasing productivity, this was seen as the best
way to increase revenue, and customers were seen as a necessary evil.

Originally, the first form of customer feedback management can be attributed to Charles
Coolidge Parlin, who would frequently take road trips lasting months, to visit clients and
interview them.

Eventually, printing technology reached a level whereby mass mailings had become fairly
inexpensive, and businesses began to send out customer questionnaires, often waiting for
weeks at a time to receive the associated data back.

Telephone replaced snail mail, and the business would employee a room full of telephone
operators to call customers up, ask them a list of set questions from a script and then store the
answers to these questions in simple databases.

Fast forward to 2011 and Web 2.0 is now the preferred way of capturing customer feedback,
sleek, elegant and efficient. Fully interactive solutions to capturing customer feedback, a far
step for the original paper based static surveys.

Later in this paper we will take a look at the CFM maturity model, it is an interesting exercise
to correlate this short history of CFM with the maturity model described, it is entirely evident
just how CFM evolved.

In-line with developments in customer communication came the definition of certain key KPI
which could be used to measure the customer relationship, these include:

e NPS — Net Promoter Score — This is a KPI which is designed to measure the loyalty of the
customer. Simple questions are asked, to which the customer answers on a scale of 0 to
10, with 10 being the most positive answer. Depending upon the results of these
questions, the customer will be defined as being a promoter (9-10 rating), a passive (7-8
rating) or a detractor (0-6 rating).

e CES - Customer Effort Score — Another measure of one of the facets of customer loyalty,
this KPI is similar to NPS in that a single question is asked, with a graded answer. CES
gauges the actual amount of effort a customer has to make during a service request.

e CEl— Customer Experience Index — This KPI allows the business to measure the
effectiveness of their CEM, by grading 10 key touchpoints which are considered to be
important to consumers.

The Process of CFM



In order for a company to deliver an exceptional customer experience, it needs to understand
the wants and needs of its customers, across a range of potential interactions.

The required level of sophistication, including the capture of a proper level of data, cannot be
accomplished by a simple ad-hoc customer survey. The business needs to continually listen to
the voice of its customers, keeping their finger upon the pulse of the customer’s experience.

Strategic data gathered during the FM process must be used to feed internal systems, making
the relevant information available to the right people, so that they might make decisions to
improve the customer experience. In order to characterize the use of customer feedback, |
used the CEM framework in figure 1.

CFM can be enabled by implementing a simple five step process, broadly defined as capture,
analysis, integration, improvement and measurement. (Cesconi, 2011) This framework can be
further defined thus:

e Capture — By encouraging feedback via a variety of means including surveys, touch
points and text mining, the enterprise gathers customer feedback.

e Analyze — By performing analysis upon gathered feedback using methods such as
statistical reduction, cataloging, grouping sorting and red flags, the business deduces
findings.

e Integrate — Taking the analyzed data, the business interoperates the results, and tests
assumptions using a real time dashboard.

e Improve — At this stage the business attempts to close the loop by increasing value for
both the customer and the business.

e Measure — Using a variety of KPIs both inside out and outside in to create a 360 degree
view of the customer experience to continually monitor and correct CEM.

Criteria of Modern CFM

CFM is one of the core components of CEM providing the correct set of input date gleaned
directly from customer feedback. However, it is important to note that CFM is not to be
considered a CEM solution in entirety.

Since CFM defines the way in which the business interacts with its customers, it becomes an
integral part of the customer experience delivery. Within modern day customer management
methodologies, customer feedback must be seen as a crucial component making up a vital



part of the customer service experience, not simply an annoying survey the customer is

requested to complete.

We can clearly see that CFM and CEM are intertwined at many levels, and that CFM is not

simply about capturing the voice of the customer, but also an effective way to interact with

them.

Ideally, CFM should be utilized to fine tune the experience delivery to fit the needs of the

customer more closely. This level of customer intimacy, however, places certain requirements

on CFM that we will define and discuss below:

1.

Capture only feedback which is relevant to the customers situation — Feedback needs
to not only be relevant (otherwise the customer will not be engaged enough to
actually provide feedback), it needs to be captured as soon as possible after the
interaction with the customer takes place, preferably immediately. Feedback should
be collected as a constant stream from each customer, not a single static one time
survey.

Make giving feedback easy — Avoid complicated time consuming surveys, where
appropriate always allow the customer to choose their proffered feedback channel,
including some form of free text capture. Above all, enable the customer to leave
feedback whenever they wish to.

Build a 360 degree view — Aim to collect and understand the customer’s feedback in
every situation. This includes all touchpoints, which should be captured and analyzed
in every relevant situation. Collect feedback from all customers; do not be tempted
to make assumptions based upon a subset of customers, collect feedback across the
full range of customers to develop an all-encompassing view.

Collect all types of data across all available channels — Collect and action all feedback
across all touchpoints, this includes but is not limited to survey data, call center
reports, IVR, SMS, email, your website and any socially enabled networks the
company maintains. Utilize all data; discard none, for example satisfaction scales,
numeric answers and free text comments.

Never discard feedback or fail to integrate it — This means storing historical customer
feedback in a centralized data warehouse. Data will need to be integrated into other
business support systems including CRM and ERP. Build a history of feedback on a by
customer scale, and a timeline of how the customer relationship evolved.

Produce actionable insight — The purpose of feedback analysis is not to produce
reports, but to produce actually actionable insights into the customer experience.
Criteria 1-4 above outline a process which enables the business to collect a wide



range of information across a number of touchpoints. Furthermore, the nature of the
feedback collected from each channel will often be quite different. The level of
analysis required to produce real, actionable insights based on this data should not
be underestimated. The business will need to apply modern analysis techniques such
as driver analysis, data mining, monitoring and analysis of social network activity, and
text mining to exploit and benefit from all of the feedback collected across these
channels. Analysis of customer feedback is not a complicated procedure, but it needs
to be approached using modern analytical methods, not simply statistical analysis.
The business will also need to combine structural information, including the socio-
demographic and customer value, with the actual attitudinal bias of the feedback
captured. There is a need to be goal directed during the analysis phase. The first
priority should be to determine the reasons for the customer feedback, and then find
a solution for them. A secondary goal would be to identify the strategic business
processes which would need to be improved in order to satisfy customer feedback.

7. Implement a fast and personalized reaction to customer feedback — Analysis and
resolution of any issues which customer feedback highlights, should be dealt with
quickly, and on a one to one basis. Integration with other business systems such as
CRM will be required, so that other relevant information can be gathered and
correlated to complete the customer’s overall picture. Once the relevant
information has been gathered and correlated, it will need to be delivered to the
person responsible for dealing with the customer, to enable them to resolve the
issue in the best possibly way, and to interface with the customer on a personal level
in a professional manner.

8. Enterprise improvement over time — CFM should be used to streamline and improve
the customer experience delivery the business provides over time. This will involve
the analysis of all customer feedback, to derive the main drivers of a good customer
experience. Business processes, systems, workflow, strategies and architecture will
need to be improved iteratively based upon these analytical findings.

9. Measure and manage — Constant monitoring of CFM as a tool for enabling CEM is the
key to extracting the most from customer feedback. Analyze all feedback and identify
the drivers of a good customer experience. Take these drivers and develop them into
a range of KPI which can be used to measure the customer experience delivery. Be
sure to enable management at all relevant levels, which will include building
effective dashboards for both senior and middle management, as well as for
employees in a customer facing support role.

A Maturity Model for CFM



CFM has come a long way in the last few years. Replacing old fashioned ad-hoc style market
research with an evolving, adaptable solution to capturing customer feedback and enabling
the voice of the customer across a multitude of touchpoints. If we refer back to our five step
process to achieving CFM, then we can demonstrate how the techniques used to capture
customer feedback have matured as a methodology, and how they mature within the
enterprise. For this working example, the level of satisfaction each iteration in the maturity of
CFM attributes to each of the five stages will be indicated thus: (C:X A:X I:X I:X MX) Where the
letters stand for Capture, Analyze, Integrate, Improve and Measure and where X denotes a
percentage of satisfaction.

e Ad-hoc market research — An outmoded form of collecting customer feedback, entirely
anonymous in its approach with no personal contact with the customer involved.
Producing no actionable results, and not focused upon the customer. (C:45 A:201:20 I:0
M:20) This solution is missing any form of interaction with the customer base, entirely
static. Additionally, returned data will traditionally be analyzed using ineffective
statistical analysis methods. An improvement to this model would be to add some form
of driver research based upon multiple touchpoints. The main obstacle in the way of
improving this model is that the business would need to develop processes for actually
auctioning more informative data a more comprehensive solution would make
available.

e Ad-hoc touchpoint and driver research — Single shot feedback gathering, this model has
many shortcomings including the possibility that the timing of the campaign produced
an inaccurate picture. It also has no innate ability to capture attitudinal data (C:60 A:45
1:30 1:15 M:15) This model is still missing any interaction with the customer on anything
more than a static level. The next logical step would be to deploy some form of CFM
solution. Roadblocks to a more successful process would include the requirement for
the business to make a significant investment, both financially and in employee
resources, to move to the next level.

e Enterprise feedback management and closed loop — A fully interactive CFM solution
which is capable of capturing customer feedback across multiple touchpoints, analyzing
returned data and producing actionable findings. Monitoring of the customer
experience delivery is iterative based solely upon a selection of KPI. (C:90 A:75 1:70 1:45
M:75) The downside of model lies in the fact that it omits many of the features of CEM
which enable VOC. It is also interrogated using only KPI; no soft aspects of CEM are
taken into consideration. The next step would be to incorporate CFM into a full blown
CEM process. In order for improvements to be made, the business would need to
implement an enterprise level CEM solution, and this can be costly. Additionally,



employees would need to become advocates of the new way in which the business
interfaces with its customer base for a full blown CEM solution to deliver optimal
results.

e Real Time CEM Journey — Implementation of CFM within a full CEM solution. Integrates
all of the features of enterprise feedback management as well as enabling VOC.
Operational issues are addressed in real time, and strategic improvements become
possible. (C:100 A:100 1:80 1:75 M:100)

We can clearly see that there are major obstacles to overcome at each stage of the
development of an effective CEM strategy. Each step towards a mature CFM process brings
benefit, and therefore it is desirable to mature towards the best solution the business can
afford to implement.

It's simple: the further up the curve a firm is, the stronger the firm's ability to compete and
prosper because it is better able to gather, manage and act on strategic and tactical feedback.
(Nash)

And it really is that simple, moving forward in the way the business manages the customer
experience can only bring beneficial results, regardless of the effort expended to get there.
Happier, more content and loyal customers mean more revenue, this is the hard fact, the
ultimate bottom line, one which just cannot be overlooked.

Every company is already delivering a customer experience, this is unavoidable, it is one of the
constants of commerce. To not exploit this customer experience is simply a waste. By starting
small, the business can invest slowly in CEM, gathering customer feedback and improving the

level of service they provide their customers.

Conclusions

Within this paper we have demonstrated what CFM is, andhow to can be used to exploit
valuable customer feedback. We have also seen how CFM is a central part of the bigger CEM
picture. We could say that CEM enables the business to hear to the voice of the customer, but
it is CFM which allows it to listen to the voice of the customer. The distinction is between
hearing and listening.

We have also taken a close look at the way in which modern CFM works, how the operational
model looks, and the key components which combine to make it a powerful, adaptable way to
manage customer feedback.



By now the benefits that become available to a business as a result of implementing advanced
CFM within the enterprise should be apparent. These benefits include an increase in revenue

due to customer loyalty and satisfaction, as well as the ability for the business to monitor and
modify its customer experience delivery based on proven real time data.

We have also walked through the CFM maturity model, identifying the four key stages of CFM
maturity, highlighting the weaknesses of each as well as defining possible roadblocks which
could prevent the business from evolving their CFM strategy further.

CFM is an amazingly powerful tool which can enable any business to do the one thing that
every business desires: increase revenue and generate a larger bottom line.
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