
A  P D F  C O M PA N I O N  T O  T H E  A U D I O B O O K



3

1
SEEING CUSTOMER SERVICE  

STRATEGICALLY

My wife met a friend for dinner at a high-end Italian restaurant in 
Washington, DC, on the Georgetown waterfront. She ordered the 
Dover sole, which is expensive but my wife’s favorite, based on pre-
vious visits. After an inordinate wait for the entrées, the server an-
nounced that the kitchen had prepared branzino rather than the 
sole. With little apology, the server basically asked if she would accept 
the wrong dish now or wait for the correct dish to be prepared. 

My wife did not accept the wrong dish but felt bad that her 
friend’s meal may have sat around, waiting to be served while the 
sole was prepared. A free dessert was provided (despite my wife and 
her friend declining any dessert), but this attempt at a positive fix 
was negated when the restaurant mistakenly charged for the more 
expensive branzino entrée. The error and poor customer service 
were compounded by the added insult of the higher bill and lack of 
an empathetic apology for the whole mix-up.

Compare this to an experience at another Washington, DC, 
restaurant. When we arrived at Rasika for our reservation and a table 
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preventing, and resolving the problems (discussed later when we 
present the model for maximizing satisfaction and loyalty). Figure 1.1 
makes the basic case for this type of investment in customer service. 
Another financial dimension beyond revenue retention, where im-
proved customer service contributes, is profit margin. As previously 
mentioned, the average problem doubles a customer’s sensitivity to 
price. If you want to charge a premium, you must prevent problems. 
For example, Figure 1.2 illustrates the impact on satisfaction with 
prices and fees at a financial services company. 

loudest, complaints. That is also why companies add service repre-
sentatives and call stations when sales rise, and lay off representa-
tives and reduce resources when sales sag. This happens when there 
is no real understanding of the link between service and future rev-
enue. During a previous downturn at Toyota Motor Sales USA, the 
CEO protected the contact center and field service organization 
staff from the otherwise across-the-board cuts, saying, “We still have 
all those owners out there who need customer service.”4

The usual across-the-board cost reductions during an economic 
downturn are shortsighted, because the reductions shortchange 
customers, employees, and the organization itself. Strategic cus-
tomer service focuses on the long-term business case—that is, on 
the revenue benefits of service improvements, which are usually ten 
to twenty times the cost implications. This strategic customer ser-
vice focus recognizes the links among customer service, customer 
behavior, and financial results. 

These links will be a theme throughout this book because we have 
found that investments in customer service provide several times 
the return of other investments. Customer service also provides the 
fastest returns. When you implement a change that improves your 
customer service, the benefits of increased loyalty, positive WOM, 
and reduced risk begin accruing on that next phone call.

To bring the business case into sharper focus, let’s look more 
closely at the revenue impact of problem prevention and resolution. 
In the previous section, we noted that when a customer encounters 
a problem, on average, loyalty drops 20 percent. Thus, for every five 
customers with problems, probability says you will lose one customer 
(5 customers × 0.2 loyalty loss = 1 customer lost, see Figure 1.1).

To make a strong business case—that is, a financial case—you must 
quantify the impact on revenue of preventing or fixing problems. If 
a customer is worth $1,000, then for every five customers with prob-
lems, the company will lose one customer worth $1,000 in revenue. 
You can then reverse the analysis and say that if you prevent or fix 
five problems, you will retain one customer who otherwise would be 
lost, and thus retain $1,000 in revenue that would otherwise be lost. 
Moreover, that $1,000 in revenue can be attributed directly to the 
customer service process, because that process involves identifying, 

FOR EVERY FIVE CUSTOMERS WITH A PROBLEM,

ONE IS AT RISK

CAN NOW LINK HANDLING AND PREVENTING

PROBLEM TO REVENUE

Figure 1.1. Economic Model of Service Impact
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Figure 1.2. Problems Impact Customer Sensitivity to Price

Analyzing investments to improve customer service requires a 
company to know what a customer is worth to the organization. 
If you don’t know how much the customer is worth, how can you 
decide how much to spend to keep him or her happy? This number 
can be calculated in various ways, such as the customer lifetime 
value (CLV), which is defined as the amount a typical customer 
will spend during his or her tenure as a customer, the average/
median annual revenue per customer, or the average/median rev-
enue for specific customer segments or product lines. I am not 
a fan of the CLV, because of the long time frame. Finance exec-
utives often retort, “Who knows if we’re even going to be in that 
business five years from now?” I prefer using one to two years of 
revenue as a value. It is disconcerting that many senior executives, 
even in sales and marketing, do not know their customers’ average 
value. Marketing should know, and if it does not, Finance must 
know, because loyal customers should be considered the compa-
ny’s most important asset. To think strategically about customer 
service, you must know the average revenue per customer for your 
organization.

CFOs rightly want to see the business case for customer service 
investments, as they would for any investment. Making that busi-
ness case—the economic imperative, as we call it—goes to the heart of 
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Figure 1.3 illustrates the four things an organization must do to 
cost-effectively maximize customer satisfaction:

 ■ Do it right the first time—minimize the number of problems 
encountered.

 ■ Provide easy access to service—which includes encouraging cus-
tomers to complain and providing convenient communication 
channels tailored to the customers’ preferences.

 ■ Provide great service by responding to questions and problems 
in a manner tailored to the customers’ expectations. Also, when 
appropriate, sell customers other useful products and services.

 ■ Listen and learn from all three aspects of the customer journey 
by feeding data about questions and problems to the right com-
pany functions and partners so that problems can be prevented 
or proactively dealt with.

The next section provides greater detail about each of these steps.

Figure 1.3. Formula for Maximizing Customer Satisfaction and Loyalty

✔ =++
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2
WHAT DO CUSTOMERS WANT?

After landing at the Nashville, Tennessee, airport, I hoped to send 
a few emails before heading to my client’s location. The airport 
advertised free Wi-Fi everywhere. When I tried to connect online, 
the classic “no internet connection available” message appeared, 
even though the airport website was reachable. I complained to the 
airport administration, whose website and general phone number 
were accessible. The airport administrator’s receptionist said, “No 
one from IT is available,” and “Our system does get overwhelmed 
at busy periods.” These days, business travelers expect free Wi-Fi in 
airports, and the excuse given was unhelpful and revealed clueless-
ness. The lesson is: You must deliver what you promise, and never promise 
what you cannot consistently deliver.

This chapter explores customer expectations and how organiza-
tions can set strategic and tactical goals that will meet those expec-
tations. The chapter concludes by looking at ways an organization 
can set service goals that meet customer expectations at both the 
strategic and tactical levels.
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down a server, ask for a cup, and wait four minutes for the server to 
return. While this service mode might be culturally based, it lacks 
recognition that a large segment of the lounge customers wanted 
faster service, even though it was less personal. In this case, the ex-
traordinary service became an irritant.

Delight Experience
Average Lift to Recommend  
(Top Box Score)

Service beyond expectation (heroics) 12%–14%

Friendly 90-second staff interaction 25%

Personal relationship over months 26%

Tell me of new product or service I can 
 really use

30%

Proactively provide information on how to avoid 
problems or get more out of your product

32%

Table 2.1. Impact of Delight Experience on Top Box Recommend Scores

On the other hand, as shown in Table 2.1, our research indi-
cates that appropriately targeted actions, such as friendly interactions, 
cross-selling a relevant new product, or educating a customer about 
how to avoid problems, can both create greater delight and benefit 
the company via additional revenue or prevention of future cus-
tomer problems.

Our conclusion is that the objective for delightful service interac-
tions should direct CSRs to deliver education and “cheap delighters” 
like friendly interactions. But as previously noted in the club lounge 
example, not everyone wants hyper-personal interaction. The CSRs 
must be able to read customers and/or ask what they want.

Other ways to create delight include the occasional free service or 
extra product, but this approach has a liability. For years, the local 
Starbucks gave me a free cup of coffee when I purchased a one-pound 
bag of ground coffee. One time I wasn’t offered the free cup and was 
disappointed when the previous delighter was not delivered. When 
I asked about it the next time I bought a one-pound bag, I was told, 
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Management must then define target levels for these measures and 
identify the most economical, highest-return ways to raise perfor-
mance to the target levels. The final step is to translate the customer 
experience goals related to satisfaction, loyalty, reduced risk, and 
positive WOM into goals for revenue, margins, market share, and 
profitability, which also takes into account cost and cost reduction 
(bottom-line profit goal).

The overall metric framework should include process, outcome, 
and financial measures. Process measures include the average and 
range for the amount of time customers spend in the phone queue; 
outcome measures include customer satisfaction and loyalty and 
service employee satisfaction; and financial measures include rev-
enue attributable to service in the form of problems prevented or 
money saved through improved service efficiency, not to mention 
enhanced margins and market share. Table 2.2 shows how process, 
outcome, and financial goals are linked.

Process Goals à Outcome Goals à Financial Goals

1. Accessibility • Increased loyalty
• Increased value for 

price paid
• Increased delight
• Enhanced WOM
• Reduced problems
• Increased complaint 

rate
• Reduced risk/warranty
• Increased VOC impact
• Greater employee 

satisfaction

• Increased revenue
• Increased market share
• Increased margin
• Lower service costs
• Reduced employee 

turnover costs

2. Response

3. Follow-Through

4. Delight Actions

5. Education 

6. Problem Prevention 
and Innovation

7. Cross-Selling

8. Empowerment

Table 2.2. Metrics for Linking Customer Service to Financial Goals

Other useful measures include the percentage of customers who 
encounter problems (problem rate), the complaint rate per one 
hundred problems encountered, the number of problems resolved, 
and the time frame for resolution.

Here is how the linkage among the goals occurs:
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 ■ Process goals measure accessibility and response, and targets for 
problem prevention, education, and cross-selling.

 ■ Outcome goals are the performance results derived from the 
process goals, which determines customer attitudes and behavior, 
such as complaint rates, loyalty, WOM, as well as employee satis-
faction and, broadly, customer service efficiency.

 ■ Financial goals result from performance on the outcome goals 
and measure the contribution to increased revenue, increased 
market share, increased margins, and lower service costs.

The following sections will show how service can set specific per-
formance goals within the process and financial categories. We show 
how achievement of the outcome goals are translated into financial 
impacts in Chapter 6.

Process Goals

The most common process goals are the easiest to quantify, which 
may be why they also foster so many customer service problems. You 
may be familiar with a Scott Adams Dilbert cartoon, in which Dog-
bert’s average talk time improves only because he is hanging up on 
customers. Certain process measures, particularly those that mea-
sure CSRs’ performance, can twist behavior in ways that reduce cus-
tomer satisfaction. For instance, a call-center manager established 
a standard of eighty calls per shift and a limit of three minutes per 
call. This prompted CSRs to increase their call counts by rushing 
customers through calls and even hanging up on callers. The result 
was decreased customer satisfaction and no self-service education 
of customers.
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3
CREATING A CUSTOMER SERVICE SYSTEM 

WITH TACTICAL RESPONSES AND STRATEGIC 
PROBLEM PREVENTION

The building of the tactical customer service system is described in 
four stages and illustrated in Table 3.1. First, the three objectives 
are outlined: access, response, and input to the VOC. Second, the 
functions that facilitate achievement of the objectives are described. 
These seven functions are critical for any service system in any en-
vironment, small or large, for-profit or nonprofit. The operational 
processes underlying each of the seven functions are provided 
within the context of each objective and function. How the pro-
cesses are performed will vary dramatically depending on the envi-
ronment, the product or service, and the organization size. Many of 
these processes can be executed by technology that is appropriate 
even for small companies. Next, we’ll address the nine metrics that 
measure the effectiveness of the customer service system in meeting 
its objectives. Finally, the chapter concludes with a discussion of key 
drivers for how to be “easy to do business with” (ETDBW) and how 
this relates to other service parameters.
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Strategic Service System Objectives, Functions, and Supporting Processes

Objectives Access Response Input to VOC

Functions

Awareness Reply Customer Insights

Intake Staff Support Reporting

Evaluation

Processes

1. Motivation 5. Assessment 16. Storage and Retrieval

2. Facilitation 6. Investigation 17. Statistical Generation

3. Routing 7. Classification 18. Analysis

4. Logging 8. Resolution 19. Input to Organization

9. Confirm and 
Coordinate

20. Proactive Communication

10. Tracking

11. Knowledge Management

12. Hiring and Training

13. Development

14. Incentives

15. Appraisal

Metrics

Complaint 
Rate

First Contact Resolution Problem Rate

Percent Issues 
Logged

Customer Effort Use of VOC by Executives

Satisfaction VOC Issues Resolved

Staff Turnover

Global Metric Easy to Do Business With

Table 3.1. Strategic Customer Service Framework

8229 Strategic Customer Service_FIN.indd   54 11/6/18   12:18 PM

54  STRATEGIC CUSTOMER SERVICE Second Edition

Strategic Service System Objectives, Functions, and Supporting Processes

Objectives Access Response Input to VOC

Functions

Awareness Reply Customer Insights

Intake Staff Support Reporting

Evaluation

Processes

1. Motivation 5. Assessment 16. Storage and Retrieval

2. Facilitation 6. Investigation 17. Statistical Generation

3. Routing 7. Classification 18. Analysis

4. Logging 8. Resolution 19. Input to Organization

9. Confirm and 
Coordinate

20. Proactive Communication

10. Tracking

11. Knowledge Management

12. Hiring and Training

13. Development

14. Incentives

15. Appraisal

Metrics

Complaint 
Rate

First Contact Resolution Problem Rate

Percent Issues 
Logged

Customer Effort Use of VOC by Executives

Satisfaction VOC Issues Resolved

Staff Turnover

Global Metric Easy to Do Business With

Table 3.1. Strategic Customer Service Framework

8229 Strategic Customer Service_FIN.indd   54 11/6/18   12:18 PM

(continues on next page)



54  STRATEGIC CUSTOMER SERVICE Second Edition

Strategic Service System Objectives, Functions, and Supporting Processes

Objectives Access Response Input to VOC

Functions

Awareness Reply Customer Insights

Intake Staff Support Reporting

Evaluation

Processes

1. Motivation 5. Assessment 16. Storage and Retrieval

2. Facilitation 6. Investigation 17. Statistical Generation

3. Routing 7. Classification 18. Analysis

4. Logging 8. Resolution 19. Input to Organization

9. Confirm and 
Coordinate

20. Proactive Communication

10. Tracking

11. Knowledge Management

12. Hiring and Training

13. Development

14. Incentives

15. Appraisal

Metrics

Complaint 
Rate

First Contact Resolution Problem Rate

Percent Issues 
Logged

Customer Effort Use of VOC by Executives

Satisfaction VOC Issues Resolved

Staff Turnover

Global Metric Easy to Do Business With

Table 3.1. Strategic Customer Service Framework

8229 Strategic Customer Service_FIN.indd   54 11/6/18   12:18 PM

Creating a Customer Service System with Tactical Responses and . . .  77

of, “I am amazed that a big company like you actually listened to a 
few consumers and acted to change the product.”4

PROCESS SYSTEMS FLOW

Figure 3.1 illustrates the relationship of the twenty processes that 
the customer service staff and technology must perform to deliver 
on all the service objectives. This figure helps the technology de-
partment to understand how each process requires information 
feeds from other processes. Further, it emphasizes how critical the 
classification process is—it is the linkage between the reply and the 
insights functions.

Customer 
Contact

4. Logging
Problem 
Description 
Severity

5. Assessment
Priority 
Action Required

6. Investigation

3. Routing

8. Resolution
9. Confirmation 
& Coordination

10. Tracking 11. KMS

Referral/
Special 
Handling

16. Storage & 
Retrieval

7. Classification
Bridge to 
Analysis

Insights for 
Prevention

17. Statistical 
Generation

18. Analysis

1. Creating Awareness Solicitation

2. Provide Channels

Total Organization

19. Input to Organization

20. Proactive Communication

Customer  
Response Unit

12. Hiring/Training

13. Development

14. Incentives

15. Appraisal

Figure 3.1. Process Systems Flow Showing Linkage of Twenty  
Customer Service Processes
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5
WORKING WITH PARTNERS:  

RETAILERS AND OUTSOURCERS

Whether selling to consumers or businesses, most companies now 
sell through a distribution channel or network, e-commerce hub, 
retailer, and/or franchise (hereafter “retailer”). Additionally, many 
companies outsource some or all of the contact center and logistics 
processes. The advantage of using retailers and outsourcers is that a 
company can focus on its strengths and sell to more customers. The 
disadvantage is that the company delegates much of the customer 
relationship and care to a third party. This disconnect can damage 
customer loyalty and insulate you from your company’s customers, 
losing both feedback and engagement. This chapter discusses ob-
jectives for working with retailers and outsourcers, best practices 
for effective retailer relationships, the pros and cons of outsourcing 
service functions, best practices for outsourcing, and metrics for 
measurement of success for both retail and outsourcing.
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Customer 
Journey

Product
Design

Marketing Sales Delivery/
Onboarding

Product
Use

Billing Provide
Service

Obtain
Feedback

Expectation
& Key POP

1 & 2 3 & 4 5 & 6 7 & 8 9 & 10 11 & 12 13 & 14 15 & 16

Guidance for 
POPs

Company 
Responsibility

Retailer 
Responsibility

Shared  
Responsibility

Table 5.1. Division of Service Responsibilities Across Eight Phases  
of the Customer Journey

The boundaries for who handles what and who is responsible 
for dealing with each POP must be clearly defined at a granular 
level. The division of labor for setting customer expectations during 
sales and delivery/onboarding is probably the most difficult. If the 
division of labor is murky, the retailer’s staff will not take owner-
ship or will blame the manufacturer. For instance, at one insurance 
company, the agents and their staff blamed all mistakes on “those 
people at the home office.” However, our client assessment found 
that the insurance agents’ staff made two-thirds of the mistakes.

Setting expectations is always a challenge, and the more complex 
the product, the more difficult the task. For a simple food product, 
the label bears the brunt of expectation setting. This might focus 
on a range of expectations such as heating instructions, ingredi-
ents, refrigerating after opening, and expiration date. On the other 
hand, a cell phone or appliance retailer will have a great deal of 
responsibility for educating and onboarding customers. The man-
ufacturer should supplement the retailer-provided education with 
references to the website. For instance, Dyson and Whirlpool both 
have stickers on their products that refer the consumer to the web-
site, where videos can enhance customer learning.
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6
MAKING THE BUSINESS CASE  

FOR CUSTOMER SERVICE INVESTMENTS

A number of years ago, we worked with a leading communications 
company, and the new service director had trouble getting traction 
for process improvement. Sales were expanding, and the company’s 
brand study showed it was the leading cellular phone company in 
most of the countries where it competed. The CEO and head of 
marketing were content with the status quo, although they admitted 
customer churn rate was almost 20 percent per year. We executed 
a customer survey that showed customer POP placed 23 percent 
of the company’s customers at risk. Most of those customers with 
a POP were also dissatisfied with the prices of the company’s offer-
ings. The CFO immediately recognized the similarity of the churn 
rate and POP levels, and the POP’s threat to maintaining a pre-
mium price.

Our analysis showed that half the customer churn rate was due 
to POP easily preventable via process changes. However, if no 
action was taken, the easily preventable attrition would continue 
at 1 percent per month—almost $3 million per month—as well as 
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$5 million to $50 million. We found that in B2B environments in 
general, and especially in professional services, WOM can be the 
source of as much as 90 percent of new customers. Further, a 2013 
study found that customers acquired via WOM referral tend to be 
more loyal and less price sensitive and therefore worth 15 to 25 per-
cent more than new customers acquired by other means.2

Figure 6.1. Positive Word of Mouth (WOM)  
Supplements Marketing Efforts

To quantify your current financial flows due to CE and customer 
service, you must calculate the percentage of customers who have 
no problem, the percentage who have a problem but do not com-
plain to your company, and the percentage who have a problem 
and do request assistance from a customer service function or other 
department (or channel such as the retailer). Of those who request 
assistance, you determine the percentage left satisfied, mollified, 
or dissatisfied. With that information, you can calculate the current 
revenue at risk, as well as the payoff of three basic actions:

 ■ Prevent problems via customer education, more accurate marketing 
and sales messages, and/or improved products and processes.

 ■ Motivate more customers to complain, so they can be satisfied by 
customer service.

Customers’ positive 
word of mouth adds 

new customers

➡ ➡ ➡ ➡ ➡

➡ ➡➡➡ ➡

Marketing brings customers in . . .

Poor service drives them out.
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Figure 6.2. Snapshot of Customers’ Experience  
Highlighting Impact of Problems

Every organization must periodically ask itself three questions:

 ■ What questions or problems have customers encountered in their 
recent interactions?

 ■ What actions do our customers take upon encountering such 
problems?

 ■ What are each of these problems costing our organization in 
terms of lost revenue and extra cost? Are some problems key 
POPs, and others squeaky wheels that do not deserve grease be-
cause they do relatively little damage?

Customers’ pain impacts revenue, based on loyalty and WOM, in 
a way that can be translated into a direct financial impact, at both 
the overall service experience and problem-specific levels. At the ser-
vice experience level, the Market Damage Model calculates the sales 
you lose by failing to prevent problems and to fully address them 
when they do occur. It even considers the effects of sales lost due to 
negative WOM. At the problem-specific level, which deals with the 
payoff of preventing specific POP, the Market-at-Risk calculation is 
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The damage in terms of lost loyalty and negative WOM comes 
from three sources:

 ■ Sales lost due to the noncomplainers,
 ■ Sales lost due to complainers who are dissatisfied, and
 ■ Sales lost due to customers who are mollified (that is, somewhat 

satisfied).

On this last point, think about how often you are only mollified 
in service transactions. The telephone or cable company represen-
tative says, “We are sorry—the repairman will not be coming today, 
but I’ll be happy to reschedule him for tomorrow” (so you can stay 
home and wait for the repairman again). Then there is the super-
market clerk who responds to a complaint about out-of-stock sale 
items with, “I’m sorry. We’ve reported it, but they’re still having 
problems.” They apologized, but you remained inconvenienced 
and much less loyal.

By the same token, the Market Damage Model shows the areas 
most likely to yield a positive sales impact if improved. In this case, 

Figure 6.3. Market Damage/Revenue at Risk from Customers  
with Problems (Status Quo)

 2,500

3,000

3,000

37,500

46,000

200,000 
Customers 

with 
Problems

25% 
Complain

75% Do Not 
Complain

70% 
Repurchasing

30% 
Mollified

80% 
Repurchasing

20% 
Dissatisfied

50% 
Satisfied

90% 
Repurchasing

75% 
Repurchasing

XX X

=

=

=

=

=Total Customers at Risk

At $1,000 per customer, $46,000,000 at risk
Three strategies: Prevention, Solicitation of Complaints, and Improved Response
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after complaining will decrease the number of customers at risk 
of being lost. The example in Figure 6.4 shows the impact of in-
creasing the resolution rate from 50 percent to 70 percent. This 
increase could be achieved, for example, by empowering the CSRs 
and giving them better access to information.

 3,500

2,000

1,500

37,500

44,500

200,000 
Customers 

with 
Problems

25% 
Complain

75% Do Not 
Complain

70% 
Repurchasing

20% 
Mollified

80% 
Repurchasing

10% 
Dissatisfied

70% 
Satisfied

90% 
Repurchasing

75% 
Repurchasing

XX X

=

=

=

=

=Total Customers at Risk

Figure 6.4. Impact of Increasing Complaint Resolution Rate

Figure 6.4 shows that increased resolution rates save 1,500 cus-
tomers who would otherwise be lost and reduce revenue at risk by 
$1.5 million.

The Value of Increasing the Complaint Rate

Let’s increase the complaint rate from 25 percent to 40 percent. If 
a company aggressively solicits complaints, contacts rise to 40 per-
cent or 80,000 customers, an increase of 30,000. Operations and 
finance executives often view this as unnecessary work. However, if 
the company satisfies the customer, it gains significantly more rev-
enue than it spends on the service transaction. Figure 6.5, on the 
following page, assumes a ten-dollar service cost per incremental 
complaint handled.

The ROI in receiving 30,000 more calls from dissatisfied cus-
tomers is surprising. Assuming a gross contribution of 25 percent 
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of sales, the gross profit for each customer retained is $250. The 
ROI is 100 percent after paying $300,000 for handling the incre-
mental calls.

The calculation details are outlined below.

 ■ 30,000 more calls at $10/call (includes cost of remedy for some 
calls) = $300,000.

 ■ $2.4 million incremental revenue.
 ■ At 25 percent gross contribution, the incremental profit is 

$600,000.
 ■ ROI is 100 percent, allowing for $300,000 incremental cost of 

handling calls.

The marketing, finance, and operations departments will often 
say, “Why get extra calls?” The above analysis shows that incre-
mental calls from unhappy customers who would otherwise leave 
provide a positive ROI. Another response is to ask the marketing 
department for the cost of winning a new customer. In the above 
example, if the cost exceeds $20 per customer, it is more cost effec-
tive to keep a customer via effective strategic service than to find 
and win a new one.
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Figure 6.5. Impact of Increasing Complaint Rate
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Payoff of Increasing Resolution and Complaint Rates

An even more significant impact is achieved on the top and bottom 
lines if we combine the preceding two strategies, higher complaint 
rate and higher resolution rate.
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Figure 6.6. Impact of Increasing Complaint and Resolution Rates

Figure 6.6 shows that a 40 percent complaint rate and 70 percent 
resolution rate will produce $4.8 million in additional revenue.

Payoff of Investing in Problem Prevention

The third broad strategy is to prevent problems via proactive cus-
tomer education, honest marketing, and improved operations. In 
Figure 6.7, reducing problems by 25 percent significantly reduces 
the number of customers at risk. Spending $1 million on preven-
tion activities, such as customer education, produces a large ROI.

This strategy of problem prevention provides the greatest impact 
and is usually the most cost effective.

All of the above strategies are based on positively impacting sales 
revenue. The customer service department cannot directly change 
the sales process to set correct expectations or change the packaging 
process to reduce damage complaints. Here again, strategic customer 
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service looks at which action—prevention versus handling after the 
fact—will be the most cost effective. To do this, you must understand 
specific problems’ impact on overall customer revenue and WOM.

It also may make sense to create the correct economic incen-
tives to enhance the CE, by charging the responsible department’s 
budget for productivity or revenue lost due to problems they know 
of but did not correct. After all, if a department incurred damage 
and expense due to a chemical spill, they would pay for it out of 
their departmental budget. So why not apply that logic to a mis-
leading sales promotion that causes $500,000 in extra service costs 
and loses $2 million in revenue? Such a “charge-back” system pro-
vides a financial incentive for taking corrective action. Several 
major consumer goods companies now have service departments 
that routinely charge the cost of unnecessary calls about sales issues 
back to the product manager whose program caused the problems. 
Likewise, at Amazon.com, the customer service department is ex-
pected to manage its dependencies beyond the boundaries of its 
role, using service-level agreements and active management of 
communications.3 However, charging the cost of solutions to an 
account created for that purpose, rather than to the function’s op-
erating budget, might provide even greater incentive to eliminate 
root causes.

Figure 6.7. Impact of Investing in Problem Prevention
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Negative WOM will have greater impact in constrained oligopo-
listic markets, such as telecom carriers, where the consumer prob-
ably has only three or four options, and a persuasive negative review 
will eliminate the company as an option to be considered. In more 
diverse markets, like yogurt, banking, or shoes, the impact will be 
less because there is a good chance the consumer was not consid-
ering that brand to begin with. For detailed positive WOM, the 
impact per person told now appears to be greater, because a posi-
tive story will motivate shoppers to consider that brand. Our client 
research suggests that, for people who hear positive WOM, at least 
one in ten—and in some cases one in two—takes action, showing 
the ever-growing impact of others’ recommendations.6 WOM calcu-
lations can and should be factored into the Market Damage Model. 
As reported in client customer surveys, the actual number of neg-
ative WOM messages (and lost sales), based on the actions of cus-
tomers told, can be included in the calculation. For example, in one 
recent insurance industry client survey, we found two persons were 
told a positive message from a satisfied complainer, four were told 
a negative message from a mollified complainer, six from a dissat-
isfied complainer, and two from a noncomplainer. If you add the 
conservative assumption on action taken, you can estimate WOM’s 
impact on sales, as in Figure 6.8.
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-6,000
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Tell
six
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Tell
one

10% 
dissatisfied

10% 
delighted
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two =

=
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10,000 Referrals x 1 Action
30 Referrals

= 333 New Customers

Figure 6.8. Impact of Word of Mouth (WOM) on Sales
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with them. However, surveys seldom provide enough detail to iden-
tify the specific problems customers encounter, and the surveys pro-
vide management with little guidance about a problem’s impact on 
revenue. In addition, “trained hopelessness” ensures that complaint 
data will only indicate the tip of the iceberg.

On the other hand, if you present customers with a list of issues 
and problems and ask them to indicate the problems encountered, 
you can bring to mind forgotten issues related to the sale, account 
setup, installation, product features, use, maintenance, repair, and 
billing. Customers can indicate which problems were the most se-
rious and did the most damage to loyalty. At a copier company, 
breakdowns prompted the most frantic phone calls, but our anal-
ysis of damage by problem type revealed that sales representatives’ 
broken promises on installation did four times as much damage, 
although customers seldom complained about it. In practice, most 
organizations prioritize problems on the basis of frequency—how 
often customers complain about them—or on the basis of issues 
escalated to senior management levels. But neither frequency nor 
escalation indicates the most costly problem. Chapter 7 provides 
more detail about this approach.

As shown in Figure 6.9, the Market-at-Risk calculation for each 
problem considers frequency and damage as measured by impact 
on loyalty, increased risk, and negative WOM. For each problem, 
the necessary data includes the overall percentage of customers ex-
periencing any problem, the percentage of interactions in which 
they experience a specific problem, and the percentage of cus-
tomers who say they definitely or likely will not buy the product or 
service again. These data are usually gathered by surveys, and can 
be verified or refined with internal records.

Overall %
Experiencing 
Problem

% of Specific
Problem
Frequency

% of Customers
Not Likely/Not Willing
to Buy Again

% of 
Customers
at Risk

x x =

Figure 6.9. Market-at-Risk Calculation

The goal of this approach is to enable the organization to allocate 
its limited resources to fixing problems that have the most impact 
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on loyalty, and thus on revenue. Again, as noted in Chapter 1, loyalty 
is best measured by continued purchasing intentions and behavior. 
As Table 6.1 demonstrates, the calculations gauge the percentage 
of the customer base put at risk by a specific problem and permit 
comparison of the relative impact of a given array of problems.

Problem Experienced
(40%)

Problem
Freq. (%)

Percent Who Won’t 
Buy Again

Percent of Customer 
Base Potentially Lost

Will Not Likely to Not Minimum Maximum

Product on back-order 55 20 45 4.4 9.9

Missed delivery times 40 20 30 3.5 4.8

Accuracy of invoices 28 40 90 4.5 10.1

Product availability within 
desired time frame

18 5 10 0.4 0.7

Availability of sales rep to 
discuss product failure

11 50 80 2.2 3.4

Ease of obtaining 
credits/adjustments

11 20 35 0.9 1.5

Table 6.1. Market Damage Estimates for Top Six Problems

The data in Table 6.1 show that the three most frequently reported 
problems at this company are back-ordered products (55 percent), 
missed delivery times (40 percent), and invoice accuracy (28 per-
cent). Although customers experience back-orders about twice as 
frequently as inaccurate invoices, the latter problem places a similar 
percentage of the customer base at risk. The percentage of customers 
potentially lost due to back-ordered products ranges from 4.4 per-
cent to 9.9 percent, while the percentage due to inaccurate invoices 
ranges from 4.5 percent to 10.1 percent. The second most frequent 
problem, missed delivery times, puts just 3.5 to 4.8 percent at risk.

In this case, the third most frequent problem, inaccurate invoices, 
places as much of the customer base at risk as the most frequent 
problem, back-ordered products. But when prioritizing problems, 
the cost of fixing them must be considered as well. We can assume 
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7
BE ALL EARS: CREATE A UNIFIED VOC

A major auto company was spending over $10 million annually sur-
veying customers, compiling and reporting the VOC data. The joke 
was, “If it moves, we measure it.” However, almost all the effort and 
reporting focus were devoted to the dealer organization, while many 
systemic problems in field management, headquarters customer 
service, product design, and warranty were ignored. One mid-level 
executive noted that it is easier to assign blame to the dealer base 
than to make hard decisions that would require corporate-level op-
erational and cultural changes.

Contrast this company to a like-sized industrial company that 
spends less than one-fourth as much on the VOC, including surveys. 
This company harnesses speech analytics technology to analyze and 
report on conversations the call center has with customers in real 
time. It draws on multiple data sources, including operations data 
describing outages, field service visit failures, and surveys. The com-
pany integrates reports and interprets the data to create actionable 
information, used by every corporate function to improve the CE. 
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the senior executive role of the CE leader. Where this position or 
role does not exist, the heads of customer service, quality, and the 
COO, or the CMO are all candidates.

Unified Data Collection Plan

Not all VOC data must be collected by one functional area or unit 
in a company, which would be impossible in a large organization. 
The data collection must be guided by a plan that allows the data 
to be pieced together and reconciled using a unified classification 
scheme, or at least coordinated across all silos. The VOC manager 
must create the scheme and enforce the plan.

A unified data collection plan ensures that all departments de-
scribe customer problems the same way, to validly quantify and un-
derstand the problems. At an automobile manufacturer, the factory 
engineers, sales and marketing functions, customer service, and the 
dealer service technicians all had different methods to describe the 
same customer problems. The engineers talked about subassembly 
failures and customer maintenance failures, while the service writers 
and service technicians talked of symptoms such as brake pulsation 
and engine hesitation.

Figure 7.1. Key Factors Supporting an Effective VOC Process
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Source Strengths Weaknesses

Internal operational metrics
Transaction and system 
records of what the company 
did and did not do to/for the 
customer

Credible to management and 
useful in problem solving (to 
the degree that they describe 
factors that are important to 
the customer) because they 
are operations data

Provide a limited view of the 
customer experience based on 
only the aspects of operations 
that management measures 
(such as billing errors, late 
deliveries, etc.)

Internal quality metrics
Inspection data on defects

Call monitoring data

Service access data

Allows identification of cause 
of original contact/problem

Provides data on effectiveness 
of service access and process

Human review labor intensive

Often focused on script com-
pliance vs. broader issues

Speech analytics are 
expensive

Customer contacts and 
complaints
Description of CE from cus-
tomer perspective including 
expectations and product use

Good source of positive feed-
back on employees

Very timely and descrip-
tive of the actual customer 
experience

Provides root cause and emo-
tional impact

Data are fragmentary, unrepre-
sentative, and must be extrap-
olated to the customer base

Mobile transaction data
While growing rapidly, ba-
sically the same as contact, 
survey, and complaint data via 
other channels

Like contact data, very timely

Volume increasing rapidly

Due to restricted input, often 
cryptic and incomplete

Customer surveys
Broad information on CE 
based on specific questions 
for relationship and specific 
transactions

Data can be projected to the 
customer base and markets 
(with proper sampling), and 
ongoing comparable measure-
ments are possible

Best analysis of drivers of 
loyalty

Significantly more costly and 
often less timely than data 
from internal metrics and cus-
tomer contacts

Social media, reviews, and 
communities
Public postings from small 
segment of total customer 
base

Community input can in-
clude thoughtful input from 
super-users

Very timely feedback

Community members provide 
thoughtful input and reaction 
to company proposals

Information incomplete and 
hard to get additional details 
from customers

Quality of data is variable

Employee input
Can be real-time input via 
email as well as advisory 
boards and larger surveys

Can identify process and 
customer-based causes

Can quantify amount of wasted 
effort due to problems

Surveys often not aimed at 
service; employees not given 
results of input to feedback 
mechanisms

Table 7.1. Summary of Data Source Strengths and Weaknesses
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Figure 7.2. Understanding Where Customers Complain

100 
customers 

encountering 
shipping delay

80% Don’t Complain

30% Complete Survey

25% Complain

12% to 800 Number

8% to Sales rep

5% to Website

Source Contacts Multiplier
Total Estimated 
Events in Market

Best Estimate of 
Late Shipments

Complaints to  
Customer Service

25 8 200

Complaints to Sales 
Representative

15 12 180

Complaints to Website 7 20 140

Instances of Late 
Shipments (from 
Logistics Dept.)

100—Direct 
Report from 

Logistics

175

Table 7.2. Calculation/Estimate of Customers Encountering Late Shipments

The integration is done by extrapolating the contact data to the 
marketplace, using the multiplier, and then comparing that esti-
mate with the problem frequency, based on any available survey 
data and operational data. For instance, the frequency of late ship-
ment deliveries can be estimated based on operational data that 
show late shipments, as well as the number of customer inquiries 
about status and complaints about missed deliveries. Figure 7.2 pro-
vides an illustration of how the multiplier is estimated for missed 
delivery dates, and Table 7.3, on the following page, shows how the 
multiplier is used to estimate the number of customers affected and 
the potential revenue impact per month. In Figure 7.2, a onetime 
customer survey asks customers if they have encountered late de-
liveries and, if so, whether the customer complained, and, if so, by 
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what channel. The survey results show that 25 percent of customers 
complained, but they spread their complaints across three chan-
nels: customer service, sales representatives, and the website. The 
multipliers for the three channels are eight, twelve, and twenty, re-
spectively. These multiplier magnitudes are common in industries 
where service is mediocre across most major suppliers. This same 
survey could assess the loyalty of customers who have encountered 
late deliveries, and compare it to those customers who have not, to 
determine impact on loyalty.

Table 7.2 shows how the multiplier is used to scale up the con-
tacts to the total estimate of problems. The three estimates vary, as 
the multiplier is a rough ratio. Therefore, the best practice is to take 
the three estimates from the three communication channels and 
compare the estimates to any internal operations data. In this case, 
the logistics department provides estimates. The VOC estimate is 
significantly higher than the logistics department estimate.

Customers 
Encountering 
Problem per Month

Damage 
to Loyalty

Value of 
Customer

Monthly Rev-
enue Damage 
of Late 
Shipments

175 X 8% X $100,000 = $1,400,000

Table 7.3. Calculation of Estimate of Monthly Revenue Damage  
of Late Shipments

Table 7.3 multiplies the estimated number of customers encoun-
tering the problem by the impact on loyalty and value of customer to 
arrive at the estimated monthly revenue damage of late shipments.

Report issues at a granular level. The detail of issues measured in 
surveys and the classification in contact data are critical to action-
ability of the VOC. The actionable level of granularity is usually fifty 
to one hundred categories. Customer contact and social media data 
can be classified in the CRM using a hierarchal coding scheme that 
presents the CSR with a general set of categories (e.g., billing), the 
subset (e.g., invoice adjustment/order fulfillment), and sub-subsets 
(adjustment/wrong item shipped). This does not slow the process 
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8
LIES, DAMNED LIES, AND CE SURVEYS

The disquieting CE facts from the 2017 National Customer Rage 
Survey reported in Chapter 1—that problem rates are up, more 
than one-half of customers are extremely or very upset, and only 
21 percent were satisfied with the action taken by the company—
are perplexing, given the public emphasis that most companies’ 
marketing messages put on great service.1 Few would dispute the 
notion that companies have heavily invested resources to “perfect” 
the CE. Yet today’s customers are experiencing more problems and 
are less satisfied with corporate responsiveness. What gives? Are 
CCMC’s Customer Rage Study results flawed, or are most compa-
nies incompetent at preventing and resolving customer problems? 
Our research and experience suggest that this enigma represents a 
broader and more distressing circumstance regarding the distrust 
and impotent use of VOC data in general, and CE survey data in 
particular. Consider just a few examples:
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intuitions, gut feelings, and anecdotal data about the CE is a risky 
methodology for sustaining predictable, enduring, and profitable 
relationships with customers. Instead, among other VOC listening 
posts, they institutionalize some type of formal, robust customer 
survey process capable of rendering reliable, valid, and ongoing in-
sights about the CE and its impact on loyalty, WOM, sensitivity to 
price, and share of wallet.

Table 8.1 illustrates a somewhat oversimplified but pragmatic 
framework for rethinking your CE survey approach. Two axes bind 
this multidimensional matrix: the survey purpose axis and the survey 
range axis. A brief set of definitions is necessary to demonstrate the 
value of such a matrix as a strategic corporate CE survey tool.

Table 8.1. CE Survey Context

With respect to the purpose axis, a baseline survey is an in-depth, 
omnibus, point-in-time survey designed to provide an enriched view 
of the CE. It identifies the key drivers, supports objective setting, and 
builds a revenue model to encourage investment in CE improve-
ment. A tracking survey is intended to provide a progress report on 
ongoing CE improvement initiatives, and a pulse survey is any other 
special-circumstance survey (e.g., onetime survey to measure cus-
tomer favorability to a policy change). When this system-oriented 
approach to survey purpose is optimized (i.e., the baseline and 
tracking complement one another), the need to field pulse surveys 
is limited (as is customer survey fatigue and cost to the company).

Survey Purpose

Survey Focus

Transactional 
Survey

Relationship 
Survey 

(across whole 
customer 
journey)

Competitive 
Survey 

(for existing 
customers)

Market 
Research 

(to win new 
customers)

Baseline Survey Key drivers, economic imperative, and setting priorities

Tracking Survey Measuring progress against targets

Pulse Survey Answer specific questions on newly emerged topic
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THE CHARACTER AND DESTINY OF CE LEADERS

Watch your thoughts, they become words; watch your words, they 
become actions; watch your actions, they become habits; watch 
your habits, they become character; watch your character, for it 
becomes your destiny.

—Frank Outlaw, Founder, BI-LO Stores5

Reading Frank Outlaw’s modern admonition of a saying that 
evolved over centuries, it’s worth recognizing that the seven CE 
survey habits can transform a company. We have seen three char-
acter traits evolve among the companies that faithfully live into 
these habits: possess a visionary schema for long-term CE success, 
know what matters most to customers, and know how to operation-
alize CE survey results. Together, these three characteristics distin-
guish the best from the rest regarding CE survey ROI.

Possess a Visionary Schema for Long-Term CE Success

One of the most frequent questions we hear from hopeful CE cor-
porate practitioners is, “What does success look like?” We answer 
this reasonable and important question with the visionary—or as 
we sometimes call it, the success curve—shown in Figure 8.1. As it is 
said, sometimes a picture is worth a thousand words.

Figure 8.1. Curve of Success
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Sample Design: Sample Size

Sampling Tolerances (95 In 100 Confidence Level) Approximate Sampling Tolerances for a 
Survey with Percentages at or Near These Levels

Number of
Returns on Which 
Results Are Based

10% or 90% 20% or 80% 30% or 70% 40% or 60% 50%

2,500 interviews 1.2% 1.6% 1.8% 1.9% 2.0%

2,000 1.3% 1.8% 2.0% 2.2% 2.2%

1,500 1.5% 2.0% 2.3% 2.5% 2.5%

1,000 1.9% 2.5% 2.8% 3.0% 3.1%

900 2.0% 2.6% 3.0% 3.2% 3.3%

800 2.1% 2.8% 3.2% 3.4% 3.5%

700 2.2% 3.0% 3.4% 3.6% 3.7%

600 2.4% 3.2% 3.7% 3.9% 4.0%

500 2.6% 3.5% 4.0% 4.3% 4.4%

450 2.8% 3.7% 4.2% 4.5% 4.6%

400 2.9% 3.9% 4.5% 4.8% 4.9%

350 3.1% 4.2% 4.8% 5.1% 5.2%

300 3.4% 4.5% 5.2% 5.6% 5.7%

250 3.7% 5.0% 5.7% 6.1% 6.2%

200 4.2% 5.5% 6.4% 6.8% 6.9%

150 4.8% 6.4% 7.3% 7.8% 8.0%

100 5.9% 7.8% 9.0% 9.6% 9.8%

80 6.6% 8.8% 10.0% 10.7% 11.0%

60 7.6% 10.1% 11.6% 12.3% 12.7%

50 8.3% 11.1% 12.7% 13.4% 13.9%

25 11.8% 15.7% 18.0% 19.2% 19.6%

Table 8.2. Sampling Tolerance at 95 Percent
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10
CREATING A CAN-DO,  

CUSTOMER-FOCUSED CULTURE

Upon check-in at a major chain’s budget hotel at 7:00 p.m., the 
reception desk clerk looked troubled and said, “Your reservation 
was cancelled yesterday through the corporate system, and we are 
booked solid.” After determining that the cancellation source was 
murky, he then said, “Let’s find you a room nearby,” and did so 
right away. I was unhappy with the problem, but will stay at the hotel 
again because the problem was quickly fixed even though the hotel 
was not the cause. This clerk exhibited a skilled, can-do attitude, de-
spite the hotel not receiving any revenue for his effort. This chapter 
focuses on creating and maintaining a can-do, customer-focused, 
risk-taking culture in a tight labor market.

We first look at three underlying motivators for frontline service 
employees, beyond monetary compensation. Second, we focus on 
how companies create such a culture via the staff support and eval-
uation functions, which include the hiring, training and develop-
ment, incentives, and appraisal processes. Third, we look at the role 
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Component Explicit Attributes Evaluate Your Structure (Y or N)

Job description

Use flexible solution spaces

Use authority to take action

Take time to connect

Make input into VOC and CI

Hiring 

Interview via primary channel

Peer interviews for confidence and 
empathy

Require examples of taking action and 
innovation

Training and 
development

Convey vision and purpose as well as 
systems & skills

Focus on handling tough issues

How and when to connect

How and when to make input

Career ladders and requirements

Provide intensive nesting 

Provide mentoring

Train for the next career step

Appraisal and 
incentives

Self and peer appraisal

Frequent supervisor feedback and 
recognition

Focus on challenging contacts

Survey challenging contacts

Include connection & input

Combine surveys and internal measures

Public recognition

Recognition for improvement for all 
levels of performance

Table 10.1. Checklist for Creating an Empowered, Can-Do Service Staff
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Table 10.1. Checklist for Creating an Empowered, Can-Do Service Staff
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Action Difficulty Done
In 
Process

Not 
Done

Create a Customer Journey Map Moderate

Quantify the value of average customer and 
attrition rate

Simple

Create a simple estimate of the revenue 
damage of the status quo

Moderate

Create compelling business case for service Hard

Identify and quantify the volume of three top 
service issues  

Simple

Measurably fix at least one of the issues in 
the action immediately above

Moderate/
Hard

Train at least three staff on basic quality 
methods

Easy

Assist another function in fixing an issue Moderate

Work with IT to implement one proactive 
service function

Hard

Create tailored, actionable VOC reports for 
marketing and quality

Moderate

Table 10.2. Checklist for Career-Enhancing Actions

The checklist in Table 10.2 mirrors the advice given to the cus-
tomer service director discussed previously and is drawn from 
previous chapters of this book.

1. Create a customer journey map. The map is for the primary
customer or product group, highlighting key POPs internal to
customer service, as well as across the whole journey. Illustrate
each POP with a story. Be as hard on customer service as on all
other departments.

2. Quantify the value of average customer and attrition rate. With
data from marketing and finance, determine the average cus-
tomer’s value and the customer attrition rate. This should take
two or three interviews at most.
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3. Create a simple estimate of the revenue damage of the status 
quo. Using the output of step 2, the attrition rate times num-
ber of customers times their value will be a big number and 
deserve attention.

4. Create a compelling business case for service. Fine-tune the 
model, using either estimates or actual survey data, to build 
the more detailed Market Damage Model outlined in 
Chapter 6.

5. Identify and quantify the volume of the three top service issues. 
Use the journey map and the internal service data to select 
three significant, but fixable, problems. This will demonstrate 
that customer service is fixing its own processes and cleaning 
its own house.

6. Measurably fix at least one of the issues in number 5. The fix 
positions customer service as a competent internal consultant.

7. Train at least three staff on basic quality methods. Staff who 
know the quality methods and terminology enhance the 
department’s credibility and potential impact. The staff 
gains experience by applying the quality methodologies to 
internal department problems.

8. Assist another function in fixing an issue. Customer service 
should offer to help another department with a point of pain 
that service is currently handling and provide the staff to assist 
in analysis. The customer service staff also assists with 
measurement, which is important as well. Position the project 
as a win-win, but let the other manager get the bulk of the 
credit.

9. Work with IT to implement one proactive service function. 
Using the Aflac example from Chapter 9, identify three pos-
sible simple functions that can be automated or made easier, 
and work with IT to identify the easiest to implement. Measure 
the reduction in workload and increase in satisfaction. Again, 
let IT get most, if not all, of the credit.

10. Create tailored, actionable VOC reports for marketing and 
quality. Interview a brand manager and a quality manager and 
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ask what VOC information they need. Tailor a report for each, 
meet with them and your analyst, and understand how they can 
use the report to improve the CE. As in items 8 and 9, help 
the internal customers take at least one action that has 
measurable impact.

At least six of ten items on this list have proven relevant for every 
company that we have suggested this methodology to. Take one 
or two of these items and Just Do It! You will be on your way to 
becoming a strategic customer service director.

METRICS FOR MEASURING AND  
MANAGING EMPOWERMENT, CONNECTION, AND INPUT

Metrics measure empowerment, connection, and input at the in-
dividual and departmental level. Some metrics are the same and 
others differ between levels of measurement (e.g., individual CSRs, 
supervisors, and the department).

Empowered Action for Difficult Issues

The volume of customer surveys indicating dissatisfaction with ac-
tions taken, and the percentage of contacts requiring multiple con-
tacts, are traditional indicators of the effective use of empowerment. 
Customer surveys and complaints often indicate that individual 
employees did not use empowerment. These data are typically ana-
lyzed across all contacts handled by the CSR. The challenge is that 
80 to 90 percent of contacts do not require the application of em-
powerment. Therefore, an analysis of the results for difficult issues 
alone is more enlightening. When identifying interactions to review 
or observe for assessing empowerment, the supervisor strives to find 
the exceptional situations, as indicated by the reason for the call 
(difficult issues) or calls with excessive talk time. Likewise, the man-
ager looks at satisfaction and escalation rates by team, to identify 
supervisors who are not delegating authority and encouraging use 
of empowerment.
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APPENDIX A
Customer Relationship Management Systems

Recommended Functional Specifications

Through research with hundreds of companies exhibiting best prac-
tices for customer relationship management, we developed the frame-
work of contact management functions and processes that is described 
in Chapter 3. Effective execution of these functions ensures that cus-
tomer service achieves its four overarching goals:

 ➤ Provide an appropriate response to the individual customer that 
maintains/increases his/her satisfaction and loyalty.

 ➤ Create emotional connection when appropriate.
 ➤ Prevent future complaint contacts via anticipation and education.
 ➤ Sell other products and services to the individual customer, when 

appropriate.
 ➤ Collect and analyze data to identify the root cause of customer 

problems/unnecessary questions.

The twenty processes in Table 3.1 are clustered into seven logical 
groups that are slightly different than the assignment of processes in 
the table. This is because the clusters below are usually executed at the 
same time during the customer journey. The staff support function is 
not addressed in this appendix because it is peripheral to the primary 
contact-handling role. 

 ➤ Awareness (motivation and facilitation) and proactive 
communication

 ➤ Intake (routing, logging, and classification)
 ➤ Reply (assessment, investigation, resolution, confirmation and co-

ordination, storage and retrieval, and knowledge management)
 ➤ Reply (tracking)
 ➤ Evaluation (appraisal)
 ➤ Customer Insights (statistical generation and analysis)
 ➤ Reporting (input into organization)

The CRM system should include the following functionalities:
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Awareness (motivation and facilitation,  
and proactive communication)

The awareness function, which includes the motivation and facilita-
tion processes, communicates that the company wants to hear from 
the customer and provides the channels for communication. The 
CRM system should:

 ➤ Periodically feed messages to the email marketing system to en-
courage the customer to contact the company about their satisfac-
tion and to relay that the company is there to serve the customer.

 ➤ Make the customer aware of all the communication channels and 
ensure availability whenever customers are using or thinking about 
the product.

The proactive communications process consists of communicating 
to the customer based on opportunities identified through the cus-
tomer insights analysis function and based on information fed from 
the ERPs on transaction failures and/or confirmations. Necessary func-
tionality includes:

 ➤ CRM linkage to operational systems to identify and flag significant 
transaction failures that impact the customer, and provide confir-
mations of transactions if requested

 ➤ Criteria specifying the severity of failures that will be communi-
cated to the customer

 ➤ Criteria specifying the customer’s preferred channels of 
communication

 ➤ A mechanism for automatic notification of failures, opportunities, 
and engagement communications to the customer

 ➤ Customer options to manage the level of intensity of proactive com-
munications, including opt out

Intake (routing, logging, and classification)

Intake includes the ability to route, log, and classify the appropriate 
data for contact handling, future relationship building, and data anal-
ysis. These processes are dependent on having the right data in the 
right form. Further, the system must allow the data to be efficiently col-
lected by the CSR. The CRM should have the following functionalities:

 ➤ Single sign-on (versus signing in to multiple systems)
 ➤ Flexible addition of data fields with edit checks
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 ➤ Allow hierarchical coding of data fields up to three levels—for ex-
ample, reason for contact, root cause, product, location/unit.

 ➤ Ease of adding new classification codes by administrator 
 ➤ Links on the website to web chat, and call-me buttons to facilitate 

routing 
 ➤ Website email template allows customer to classify contact as well as 

input text. 
 ➤ Website email template allows customer to specify desired time 

frame for reply.
 ➤ Customer record allows CSR to use drop-down menus to reduce 

entry errors.
 ➤ Auto-population of data fields where possible—for example, town 

entry based on zip code
 ➤ Intuitive screen layout to facilitate “talking and typing”
 ➤ Ability to designate certain fields as required fields
 ➤ Ability to have text fields for further CSR explanation of customer 

issues
 ➤ Web access to allow remote and flexible entry of cases by field sales 

reps
 ➤ Use of CTI so customer information prepopulates CSR’s computer 

screen based on incoming caller ID or when a CSR enters an ac-
count number

 ➤ Easy customer identification by CSR for those who previously con-
tacted the organization

 ➤ Ability to link multiple customer records of same household or to 
link multiple product records

 ➤ Ability to add “flags” based on business rules to quickly identify 
customers who require special handling (e.g., customers with a 
credit-hold or “Gold” status)

 ➤ CSR ability to note cases that were preventable and where the CSR 
attempted engagement 

 ➤ Flexible search capability (e.g., search by name, phone number, or 
account number)

 ➤ Ability to spell-check and correct text data fields

Reply (assessment, investigation, resolution, confirmation  
and coordination, storage and retrieval,  

knowledge management)

The reply function supports assessment, investigation, resolution and 
confirmation to the customer, coordination with other internal units, 
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and input to storage and retrieval. In a phone environment, assess-
ment, investigation, accessing the KMS, resolution and confirmation, 
are all likely to happen during the call—although some contacts may 
need to be routed to another area for response. For the written envi-
ronment (letter, email, or chat), there are more distinct steps involved 
in determining, developing, and sending the correct response along 
with any appropriate follow-through.

An effective contact tracking system will have the following features 
to facilitate reply:

 ➤ Facilitate assessment and investigation by automatically accessing 
the last three contacts or submissions (e.g., claims) by the customer 
(the existence of such data should be flagged at the top of the 
screen so the CSR can click on them if needed)

 ➤ Easy access to FAQs or response guidelines driven by reason, 
product, or location codes 

 ➤ CSR has ability to send/receive emails to the field and other units.
 ➤ Ability to receive photos and video streams from the customer (if 

necessary, the CSR must be able to send the customer a link for the 
video streaming app)

 ➤ Integration with, or easy access to, company ERP system for refer-
ence to customer accounts

 ➤ Provide links to useful parts of the KMS based on the classification 
code entered by the CSR to provide response guidance—this in-
cludes the flexible solution spaces discussed in Chapters 3 and 10

 ➤ Ability to print customized letter or email responses, fulfillment let-
ters, and shipping labels using stored paragraphs/letters/templates

 ➤ Suggested template responses based on reason code, product, 
location/unit 

 ➤ Ability to send useful videos links to the customer
 ➤ Ability to refer the case to another unit for response 
 ➤ Ability to use electronic signatures
 ➤ Ability to use different letterheads
 ➤ Ability for CSRs to chat with other staff and supervisors to obtain 

guidance
 ➤ Mechanism for CSRs to submit new issues to the KMS for issues 

requiring investigation by the KMS maintenance staff where there 
is no information in the KMS

 ➤ Mechanism for CSRs to submit suggested responses to the KMS for 
issues that are not in the KMS; the KMS maintenance staff will vet 
the suggested response and format for inclusion in the KMS.
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 ➤ Transmission of case information and ability to reply to the other 
departments for coordination or for information based on reason 
for contact. 

 ➤ Storage of scanned documents and photos that are linked to cases 
or viewed within FAQs and/or response guidelines

 ➤ Ability to easily export data to other programs (e.g., Excel)

Reply (tracking)

This function ensures that the action required is taken, whether by the 
customer service unit or another unit, and the appropriate data are 
properly stored for ease of future retrieval, handling, and analysis. In-
ternal tracking involves monitoring the disposition of contacts handled 
within the department. Referral tracking involves a closed loop system 
of monitoring contacts referred to the field or other departments to 
ensure handling in a timely and appropriate manner. Necessary func-
tionality includes:

 ➤ Automatic “cc” (email or voice message) to appropriate personnel 
based on pre-coded business rules

 ➤ Tracking and feedback on cases referred to another unit that  
are closed or resolved to ensure the other unit closes the case  
and the CSR knows the details of the resolution if the customer 
calls back

 ➤ Tracking the time to close a case, regardless where that contact 
was received or whether it was handled within the department or 
referred

 ➤ Automatic escalation or flagging of cases not closed within a desig-
nated time frame

 ➤ Ability to run reports on action taken, including adjustments and 
dollar amounts, by reason for contact, product, unit, etc.

Evaluation (appraisal)

Evaluation dispatches surveys to the customer according to specified 
parameters and collates the data for use in appraisal of the CSR, the 
team, and the contact center response processes. Effective functionality 
includes the ability to do the following:

 ➤ Email surveys to customers after a case has been closed
 ➤ Designate certain types of cases to be sent surveys
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 ➤ Link survey and case data to call recording (including key strokes) 
and talk time, and report cross-tabulations of these parameters by 
CSR and by issue

 ➤ Calculate average time (in hours or days) for CSRs to close cases 
overall, by type of issue and by unit where cases are referred to for 
resolution

 ➤ Tally number of cases, by CSR and unit as a whole, that are open 
longer than the standard

Customer Insights (statistical generation and analysis)

The customer insights function consists of aggregation/tabulation 
of customer contact data and analysis of the data to identify systemic 
opportunities for product, service, and marketing improvement. The 
analysis also includes the potential impact of the information on com-
pany policy and procedures. CRM functionality should include:

 ➤ CSRs input to the VOC process immediately after each contact 
via a chatter or email capability, and setting a flag that the call was 
preventable

 ➤ Entry of transaction data that can be used to normalize contact 
rates (e.g., number of customers per branch, products sold)

 ➤ Robust analysis that easily integrates with other reporting packages, 
which should include:

 ➤ Frequencies, cross-tabs, and analysis by product, unit, reason 
codes (at various levels), normalized frequencies, means, stan-
dard deviations, and other basic statistical analysis

 ➤ The talk time reported from the telephone switch to identify 
issues leading to long talk time due to ineffective response 
guidance or ponderous information searches

 ➤ Identification of process failures from other systems and 
opportunities to proactively notify customers

 ➤ Analyze ordinal data and the verbatim text comments from 
surveys

 ➤ Speech and text analysis that identifies emerging topics and 
successful response patterns

 ➤ The ability to establish and enter thresholds and alerts 
(e.g., if the complaint frequency exceeds a predetermined 
threshold, the system produces an alert to a supervisor/
manager)
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Reporting (input into organization)

Flexible reporting capability includes the ability to do the following:

 ➤ Produce tailored reports by pre-designated recipient groups
 ➤ Produce reports in written, email, or online display
 ➤ Display graphical and tabular data
 ➤ Run reports on demand and/or on a schedule
 ➤ Allow input of analysis (satisfaction and productivity by type of 

issue) to be a gamification tool to flag CSR performance and 
improvement

 ➤ Monitor whether report recipients have opened and examined the 
reports to assess who is using them and who is ignoring them
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APPENDIX B 
List of Acronyms

AI artificial intelligence
ANI automated number   
 identification
ATM automatic teller machine
B2B business-to-business
CCMC Customer Care Measure-  
 ment & Consulting 
CE customer experience 
CEO chief executive officer
CFO  chief financial officer
CI continuous improvement 
CIF customer information   
 file 
CIO chief information officer
CLV  customer lifetime value 
CMO chief marketing officer 
CMS content management   
 system 
CRM customer relationship   
 management 
CSI customer satisfaction   
 index 
CSR customer service   
 representative 
CTI computer telephony   
 integration 
DIRFT do it right the first time 
DM digital marketing 
ERP Enterprise Resources   
 Planning 

ETDBW easy to do business with 
FA financial advisor 
FCR first-contact resolution
FDA Food and Drug  
 Administration
HR human resources
IDP individual development  
 plan
IM instant messaging
IoT internet of things
IVR interactive voice   
 response
KMS knowledge manage-  
 ment system
NPS net promoter score
POP points of pain
RFID radio-frequency   
 identification
ROI return on investments
SaaS software as a service
SCE Southern California   
 Edison
SEO search engine  
 optimization
SME subject matter expert
TARP Technical Assistance   
 Research Programs
VOC voice of the customer
WOM word of mouth
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