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Providing a great experience for customers has become
a credo for many companies today. They realize that
a great end-to-end experience will attract and retain
customers, as well as engage the enthusiasm and
creativity of employees. Customers still want a wire-
less plan, auto insurance policy or a mortgage with
the right features at the right price, but increasingly
they also expect at least a convenient, and possibly
special, experience surrounding the product or service.
And they want interactions to be seamless across physical

and digital channels.

Bain & Company analysis shows that companies that
excel in the customer experience grow revenues 4%—
8% above their market. That's because a superior experi-
ence helps to earn stronger loyalty among customers,
turning them into promoters who tend to buy more,
stay longer and make recommendations to their friends.
As a result, promoters have a lifetime value that can
reach 6 to 14 times that of detractors, depending on
the industry.

Providing a great experience for customers
has become a credo for many com-
panies today. Yet creating experiences
that consistently impress and stand out
from the crowd remains a difficult en-
deavor, and companies often falter after

an initial burst of energy.

Consider how revenue growth at Trader Joe’s, the US
grocery chain, has outpaced most other large competitors
in recent years. Trader Joe’s has built a devoted base of
highly educated, often middle-income customers not
only by providing an innovative product mix at low

prices, but also through a carefully conceived experience.

The five disciplines of customer experience leaders

Its stores have an intimate, slightly exotic atmosphere,
with helpful staff to provide advice. Online product guides
complement the stores. And Trader Joe’s equips employees
to deliver on the brand promise through comprehensive
frontline training and ample autonomy to make in-

store decisions.

Delivering a great experience becomes especially valu-
able at a time when loyalty has diminished in many
industries; two-thirds of the 1,208 senior executives
recently surveyed by Bain reported that their customers’
loyalty has diminished. In most markets, the rise of
digital channels makes it easier for customers to research

and switch to a competitor’s offering.

Yet creating experiences that consistently impress and
stand out from the crowd remains a difficult endeavor,
and companies often falter after an initial burst of energy.
When Bain analyzed 140 US companies’ financial,
brand and loyalty data (using the Net Promoter Scores™,
or NPS®, metric) from 2005 through 2009, only one
in nine excelled in all categories. But this highlights
the opportunity to create a lasting competitive advan-
tage. How, then, can companies deliver an outstand-

ing experience?

To create an experience that can truly delight customers
and then sustain the effort by making steady improve-
ments requires senior executives to commit to a mara-
thon, not a sprint. The senior team has to take an un-
flinching look in the mirror: How do they spend their
time? How often do they talk with and about customers?

Do they even use the company’s products and services?

Executives serious about building a compelling customer
experience need to develop thorough, nuanced answers

to five questions (see F@M@ /).

1.  What do we want to stand for in the eyes of our
customers?

The first task is to articulate the distinctive value prop-

osition that the company will offer to customers—and
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F@M@ /: Customer experience leaders excel in five dimensions

Strategic choices

Compelling vision linked to the brand promise:
What do we want fo stand for in the eyes
of our customers?2

Must-win battles defined from the outside:
Which handful of actions will generate the
most impact with our target customers?2

Customer-centric

Net Promoter System*™ for continuous
improvement:

How can we use customer feedback to promote
employees’ learning and behavior changes?

culture

Customer experience redesign:

When we put ourselves in the customer’s
shoes, what aspects of the experience need
to change?

Delivery engine

Change backbone

Results Delivery® to embed desired change:

How can we anticipate and mitigate the risks in order to sustain the changes?

Source: Bain & Company

then to mobilize people throughout the organization
around that proposition. Senior leaders might under-
stand the size and contours of the opportunity to improve
the customer experience, but they often fail to mobilize
people at the front line. When Bain surveyed marketing
and sales executives on how their companies performed
in Go areas, the largest gap between high and low per-
formers (as measured by NPS and market share growth)
occurred in “a front line that understands and passion-

ately executes the strategy.”

Beyond a slogan or slide deck, then, leaders need to
paint a compelling picture of the destination—what
the company should and should not stand for—so that
employees know what the initiative means for them and

how their behavior and approach should change.

A compelling vision defines specific proof points for

meeting customers’ needs and priorities, and how the

company will achieve those goals. It also determines
how those proof points will translate into operational

metrics to help consistent delivery across all channels.

One European telecommunications provider distilled
its vision to being “simple and friendly”: simple through
such features as clear pricing and easily installed and
used Internet service; friendly through greater acces-
sibility to service agents and follow-up on a problem
until it gets resolved. The company translated that vision
into specific performance indicators such as the clarity
of sales pitches and the share of customers that find it
easy to register online. It distributed a card to employees
listing the behavior principles guiding the effort, and
it charged two senior executives as Mr. Simple and Mr.
Friendly to lead the efforts.

2. Which handful of actions will generate the most

impact with our target customers?



ARE YOU EXPERIENCED?

Customers increasingly expect a convenient, easy and possibly
special experience surrounding products and services.

Companies that excel That's because a superior
at the customer experience earns stronger loyalty,
experience grow furning customers into promoters
revenues 4%-8% with a lifetime value 6 to 14
above their market. times that of detractors.

CUSTOMER EXPERIENCE LEADERS:

* Have a category-leading brand

* Grow faster than their leading competitor
e Are sustainably profitable

* Are loyalty leaders in their market

TO CREATE A CUSTOMER EXPERIENCE THAT TRULY
DELIGHTS, ANSWER THESE FIVE QUESTIONS:

o What do we want to stand for in the eyes of our customers?

Q Which actions will have the greatest effect on our target customers?
9 How can customer feedback promote learning and behavior change?
0 What aspects of their experience would our customers want to change?

e How can we anticipate and mitigate risks in order to sustain the changes?
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Customer experience improvement plans often comprise
hundreds of uncoordinated initiatives that emerged
with good intent from different parts of the organization,
with little clarity about which will add the most value for
customers. A glut of initiatives rarely adds up to a power-
ful whole because each one receives too little attention

or funding.

Experience leaders sift through early initiatives to iden-
tify those that work well, reinforce the vision and deserve
more resources, while avoiding or quickly ending ini-
tiatives that don’t matter to most target customers. Some
leaders select the critical customer episodes by arraying
them on two dimensions: frequency of use and emo-
tional importance. They form these insights by ana-
lyzing customer feedback combined with data from
other market research, financial data, press reports

and social media listening posts.

In the telecom industry, for instance, major causes of
detraction include poor network quality and limited
access to staff. On the upside, the variables that turn
customers into promoters include knowledge of store
staff and a technician’s behaviors in the home. Must-win
Dattles in telecom thus often include fixing basic activities
such as first-time-right problem resolution, retail or
contact center accessibility and simplified plan struc-
tures, as well as efforts to create promoters during key

episodes involving the front line.

But each company faces unique challenges and should
identify its own important battlefields where it must
make relevant choices and trade-offs. That's what one
air carrier did to regain its standing among highly prof-
itable segments of premium business customers who
had given the airline weak NPS scores. Root-cause
analysis identified a handful of initiatives under way,
grouped them into themes and identified the handful
that deserved more investment or that could serve as
quick wins. For the theme “make it speedy,” for instance,
the carrier moved gate locations to shorten the walk and

accelerated VIP security lines. Improving the overall

experience for key customer segments helped the carrier

to regain its lost market share.

With a clear vision of the value proposition and the
must-win battles, the next steps are to put in place the
engines for improving an existing experience or, when

needed, for redesigning the experience.

3. How can we use customer feedback to promote

learning and behavior change among employees?

People with clarity about their mission—and who receive
positive and helpful reinforcement for doing the right
thing—go the extra mile to deliver. Mobilizing and
harnessing employees’ energy requires two types of
feedback loops deployed continuously (see Figure 2).

Experience leaders sift through early
initiatives to identify those that work
well, reinforce the vision and deserve
more resources, while avoiding or quickly
ending initiatives that don't matter to most

farget cusfomers.

An inner loop collects customer feedback through one
or two simple NPS questions— Would you recommend
company X? Why?—following key episodes or touch-
points. This feedback routes quickly to the relevant
employees and supervisors so that they can learn what
does and does not work, change behaviors accordingly
and follow up with customers. Continuous improve-
ments work like a tennis player hitting thousands of
balls in order to make adjustments to certain strokes
and thereby improve her overall game. At regular hud-
dles, teams can discuss customers’ perceptions and
feedback, share learnings, escalate issues that cannot
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FI@M@ 2 :Two feedback loops promote both individual learning and structural improvements

Indentify actions
and coach

behaviors
Follow

up with
customers

Individual behavior

Assess and learning

the
experience

Customer engages
with us

Source: Bain & Company

be resolved locally and follow up with select customers.
In this system, supervisors take a more active role in
coaching for the right customer-centered behaviors.
The inner loop taps into the innate human desires to
learn, innovate and receive encouragement and support
in those pursuits.

The richness of customer feedback, distilled the right
way, will also fuel an outer loop of improvement. This
outer loop aims to identify major issues and root causes
of problems and strengths, which typically involve mul-
tiple functions and departments. Management can deploy
resources to address these systemic issues and make
structural improvements that benefit the overall customer
experience. These changes should be closely commu-

nicated back to employees.

A key principle behind any adjustments: Make it easy
and fulfilling for employees to do the right thing and

Engaged customers
and employees

Outer loop

Identify key issues
and root causes

o

Structural
improvements

Define
actions and
prioritize

Implement
structural
improvements

Communicate improve-
ments to employees and
customers

hard to do the wrong thing. Methods to do so include
carefully chosen performance metrics and after-the-fact
consequences. When metrics are simply stated, few in
number, linked to the customer experience and trans-
parent to everyone in the organization, they motivate
employees to apply discretionary effort. Consequences
should balance at roughly 80% positive and 20% negative,
because positive consequences reinforce desired behaviors.

4. When we put ourselves in the customer’s shoes,

what aspects of the experience need to change?

With technology and competitive dynamics moving so
quickly these days, leading companies don’t hesitate
to completely rethink customer experiences by, for ex-
ample, incorporating new digital channels and features.
Effective experience design works outside in from the
customer’s perspective, not inside out from an engi-

neering standpoint. Experience leaders display deep
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empathy toward customers’ core needs. They generally
start with a clean sheet and redesign certain important
episodes, or even the entire experience, to repair breaks

and seize opportunities for “wow” moments.

A retail bank, for instance, would consider its customers’
main priorities—buy a home, provide for a daughter’s
college education, manage cash and so on. Some leading
banks have found it useful to select the critical customer
episodes by ranking them according to frequency of
use and emotional importance. Then they reimagine

each episode from the customer’s perspective.

Companies that fall short of expectations
they've set usually fail to bring their peo-
ple through the change, largely due to
two blind spots. First, they push initiatives
without understanding the many other
tasks people are juggling. Second, the
mere prospect of change can be quite
unsetiling; employees justifiably worry
about their own role, resist the change

and get distracted from their work.

One UK-based bank identified detecting and deterring
fraud as a moment of truth that could strongly influence
customers’ advocacy or detraction of the bank (see Figure
2). It described four episodes of suspected fraud, and
then mapped all of the people and processes required
in each episode to resolve the fraud effectively. By sur-
veying customers after their fraud resolution experi-
ences, the bank found that for all four journeys, higher
NPS scores correlated with fast resolution of the prob-

lem and resolution in one phone call by the first agent

contacted. So speed, process and service became the corner-
stone of the redesign of the fraud resolution experience.

5. How can we anticipate and mitigate the risks, in
order to sustain the changes?

Senior leaders committed to building a superior cus-
tomer experience will need an achievable plan that can
be delivered while carrying on with day-to-day business.
Companies that fall short of expectations they’ve set
usually fail to bring their people through the change,
largely due to two blind spots. First, they push initiatives
without understanding the many other tasks people are
juggling. Second, the mere prospect of change can be quite
unsettling; employees justifiably worry about their own
role, resist the change and get distracted from their work.

Just as devising a winning experience starts with the
customer’s priorities, an achievable plan shows empathy
for employees—senior leaders put themselves in the
performer’s shoes—and assesses the organization’s state

of readiness by answering three practical questions:

Which groups are the most critical in order to carry out
the required changes? It's useful to map a matrix showing
the importance of the change to each group and the

expected effect of the change on them.

How can we equip each group for success? Improve-
ments will come slowly if people have to battle outdated
practices and policies. So companies may have to invest
in process changes or technologies that will to help their
people succeed, as well as hire people with new skills in,
say, digital design.

Who can best support and influence the groups? Given
that a customer’s experience touches multiple parts of
a company—which in turn depends on support from
other departments behind the scenes—success hinges
on having sponsors of the plan at all levels. This “spon-
sorship spine” sometimes tracks direct reporting relation-

ships, like a call-center agent, his supervisor, her manager
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?@M@ 2 Focus on the small number of episodes that matter most to customers, such as dealing with fraud
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Source: Bain & Company disguised banking case

and so on. But it often also includes respected advo-
cates in other units, people who have influence by virtue
of their earned authority and reputation.

In many cases, a complete transformation of a cus-
tomer experience takes place over 18 to 24 months and

comprises several phases:

«  Installation of the Net Promoter System, including
working out the economics of greater loyalty as part
of making a strong case for change, combined with
a compelling customer vision.

«  Realization of the intended outcome by using the
inner and outer loops and the advocacy of sponsors
throughout the organization, while concentrating

on the must-win battles.

Mastering the discipline of repeatability. In fast-
moving markets, the half-life of any customer ex-
perience has grown shorter. Successful compa-
nies thus develop capabilities to make the experience
design process repeatable, either to apply to new
products and markets or to adapt to the inevitable
shifts in the marketplace. Building a repeatable
model allows companies to rapidly adapt to change
without succumbing to complexity. The outcome
is a customer-centric culture that delivers excep-
tional experiences, time after time, to create lasting

competitive differentiation. @
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Shared Anbition, True Resutblc

Bain & Company is the management consulting firm that the world’s business leaders come
to when they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers and acquisitions.
We develop practical, customized insights that clients act on and transfer skills that make change stick. Founded
in 1973, Bain has 51 offices in 33 countries, and our deep expertise and client roster cross every industry and
economic sector. Our clients have outperformed the stock market 4 to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’ shoes, selling
outcomes, not projects. We align our incentives with our clients’ by linking our fees to their results and collaborate
to unlock the full potential of their business. Our Results Delivery® process builds our clients’ capabilities, and
our True North values mean we do the right thing for our clients, people and communities—always.
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Asia-Pacific: Richard Hatherall in Sydney (richard.hatherall@bain.com)
Jeff Melton in Melbourne (jeff.melton@bain.com)

Europe, Frédéric Debruyne in Brussels (frederic.debruyne@bain.com)

Middle East Andreas Dullweber in Munich (andreas.dullweber@bain.com)

and Africa:

For more information, visit www.bain.com
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