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One of the top 3 “mission critical” issues facing senior management
today is trying to manage customer behavior, primarily to better
forecast revenues, predict growth and reduce risk. Organizations
have spent billions of dollars and lost millions of customers by hav-
ing inconsistent and unpredictable customer behavior — all primarily
due to random acts of excellence and chaos by their employees.

We haven't found a senior corporate officer yet who doesn't believe they could do a better job managing
their revenues and risk if there was greater consistency, predictability, and repetitiveness in customer be-
havior. Similarly, we also found that random acts of excellence and chaos by employees are the major
cause leading to inconsistent and unpredictable customer behavior.

For example, if you walk into your bank on four separate days and visit a new teller each day, how many
different customer experiences are you most likely to encounter? Four is the most frequent answer we
hear - even from bank President’s. Yet these four, very simple, random customer experiences can sig-
nificantly impact a customer’s behavior and how they will ultimately perceive and respond to future mes-
sages and offers.

While it is sometimes difficult to determine exactly which random acts of excellence or chaos are causing
the most damage to an organization’s revenue and customer retention, finding the specific issue doesn’t
appear to be critical to the solution. The core issue is, “How can an organization significantly reduce ran-
dom acts by employees to help make customer behavior more consistent, predictable and repetitive?”

The answer to this question and the solution to this “mission critical” issue is the basis of this white paper.
We started our research on this customer management issue over 7 years ago. We found the core rea
son why organizations have had little success in significantly reducing random acts by employees is that
current solutions primarily focus on “qualitative” employee behavior modification. Our research discow
ered that the only solution with long lasting results requires a “quantitative” approach. This approach is
where the actual customer experience is “engineered” to form a framework that directs both the em-
ployee and customer behavior towards the desired response. The process used to accomplish this
“engineering” is called Customer Experience Mapping™.

Using our Customer Experience Mapping™ process and methodology creates a Best Practices solution
for more effectively managing customer behavior, which allows organizations to both increase revenues
while lowering their customer risk. The overview of this solution, along with a detailed case study, is con-
tained in this white paper. To fully understand the complete methodology of how the Customer Experi-
ence Mapping™ process works, we refer you to our recently published book, “Creating and Delivering
Totally Awesome Customer Experiences.”
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Executive Overview

Every interaction or “experience” a customer has with an
organization (whether planned or unplanned) has an im-
pact on customer behavior. With this said, the only way
to truly manage the behavior of the customer is to focus
on a better method of orchestrating customer experi-
ences, which lead directly to the desired customer re-
sponse.

The primary result of engineering and orchestrating cus-
tomer experiences, in a quantitative way, is to consis-
tently and predictably manage customer behavior. This
approach gives organizations the ability to migrate cus-
tomers from being dissatisfied to being satisfied, and
from being satisfied to being loyal. And when you have
loyal customers, you are better equipped to more accu-
rately forecast revenues, better predict corporate growth
and lower your overall customer (and organizational)
risk.

For example, consider the situation where organizations
are able to manage the customer’s behavior from be a
satisfied customer to becoming a loyal customer. I1BM
thinks a 1% increase in customer loyalty is worth $257
million in revenues. A Xerox study also shows delighted
customers are six times more likely to repurchase a com-
pany’s product over the span of one to two years than
merely satisfied customers.

In addition, what if you could manage the customer be-
havior of dissatisfied customers and keep them from de-
fecting to the competition? A Harvard Business Review
study indicates a 5 percent decrease in client defections
can increase profits by more than 25 percent.

Finally, wouldn't it be great if you could reduce your cost
of sales by evoking the powerful “word-of-mouth” behav-
ior in your customer? Fortune Magazine says that 85%
of dissatisfied customers tell 10 people, delighted cus-
tomers tell 8 people, while a satisfied customer tells only
5 people!

Changes in customer behavior don't just happen. They
require the careful orchestration (or engineering) of cus-
tomer experiences to control the random acts of excel-
lence and chaos delivered by employees. When great
experiences happen, great results happen. American
Express found that 43% of their customers that have a

positive experience with their customer service people
caused them to use their credit card more often.

With financial facts such as these, it is no wonder corpo-
rate America annually spends billions of dollars on a vari-
ety of solutions—all aimed at making customer behavior
more predictable, consistent and repetitive.

So why haven't these investments paid off?

Today, most current approaches to solving customer be-
havior problems center around “qualitative” methods,
aimed at modifying employee behavior. It is believed
that a change in employee behavior will result in a
change in customer behavior. For example, remember
the book, “Who Moved My Cheese?” This was a fun
book, full of good thoughts on employee change man-
agement, something most people could relate to.

Unfortunately, most people have a great deal of difficulty
modifying their own behavior and turning new ideas into
new behavior, without tools and structure to help them.
Many of our friends and colleagues, most of whom are
involved in management, bought these “Cheese Books,”
only to find out a year later that very little change in be-
havior actually occurred.

Unfortunately, “qualitative methods” focus on modifying
employee behavior, which in turn are supposed to affect
customer behavior. These methods leave far too much
of the customer experience open to interpretation by
“customer facing” employees, often which are the lowest
paid, least motivated employees in the organization. The
results—no measurable change in either employee or
customer behavior.

Qualitative employee behavior solutions fall into four
main categories:

- Being nicer to the customer

- Doing what the customer wants

- Doing more for the customer (wanted or unwanted)
- Better anticipation of customer needs

Our research found that qualitative employee behavior
solutions can create some short term successes, espe-
cially during the training and immediate follow-up
phases. We also found that over time, the effectiveness
of these qualitative solutions did not demonstrate any
real “stickiness” or proven economic success in manag-
ing customer behavior. Qualitative solutions rarely have
any lasting impact on customer retention, positive cus-
tomer migration, sustainable increases in revenues, im-
proved loyalty or the lowering of customer (or organiza-
tional) risk.
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Research indicates that solutions, which exhibit lasting
behavioral changes and significant economic impact, re-
quire structure. Lasting change also requires true busi-
ness process change to assure consistency, predictabil-
ity, and repeatability. Referring back to our bank teller
example, it's ironic that most of us would have expected
four different experiences from four different tellers, yet
few of us would ever expect our deposit and other bank-
ing transactions to be processed differently. This dichot-
omy in applying business processes to operations but
not to customer experiences, is the major cause of ran-
dom acts of excellence and chaos by employees. This
leads to inconsistent, unpredictable and non-repetitive
customer behavior.

The true management of customer behavior must focus
on creating and delivering consistent and repeatable
customer experiences, which direct employee activities
towards accomplishing a desired customer response.

Why Customer Experiences Should Be
an Integrated Business Process

At the center of any customer purchasing decision is the
customer’s response behavior—which is based on the
sum of the customer’s experiences with the organization.
Given the critical nature of the “customer experience” in
managing customer behavior, we still see many organi-
zations leaving the control of this experience in the
hands of their employees. Some examples of these ex-
periences would be the service you get at a restaurant
by the server, or the personal interactions you have with
the sales person on your account, or the customer ser-
vice you get when you call to find out why your medical
insurance just went up 30% and you didn’t have a claim
all last year, or that fabulous experience you had with a
clerk at Walmart that has never happened again.

Random acts by employees have a significant impact
and a great deal of influence on the customer’'s emo-
tions, thoughts and perceptions. These perceptions
shape the customer’s overall response behavior towards
the organization’s future messages and offers. Directing
employees in how they deliver these customer experi-
ences is just as vital, if not more vital than directing them
in performing their operational responsibilities.

Why It is ““Mission Critical’ that
Customer Responses become
Predictable, Consistent, and Repetitive

Making customer experiences an integrated business
process helps to assure that the organization can man-
age their customer behavior in a best practices manner.

This is the only way they can achieve the desired re-
sponses to increase revenues and customer loyalty,
while at the same time, decrease customer risk by reduc-
ing customer defections and negative customer migra-
tion. An unpredictable, inconsistent and non-repetitive
customer response translates directly to unpredictable
revenues and greater risk to the organization and its cus-
tomer.

To make customer “response” predictable, an organiza-
tion must also make the customer’s experience predict-
able. If the customer experience is not engineered for a
desired customer response, the response will be deter-
mined by random acts of excellence and chaos at the
discretion of their employees. In this case, employees
are usually operating under their own view of what
should take place with the customer, not under the view
of the organization. Remember our bank teller example?

Simply put, the process of creating and delivering a con-
sistent customer experience needs to be an integrated
business process to ensure its effectiveness in reducing
the number of random acts by employees to achieve the
desired customer response.

The Best Practices tool for performing this level of ex-
perience engineering is called Customer Experience
Mapping™. Customer Experience Mapping produces a
well-engineered customer experience that is fully docu-
mented, trainable, and highly measurable. Customer ex-
periences created by using Customer Experience Map-
ping yield greater predictability and consistency in elicit-
ing the desired customer response.

Customer Experience Mapping essentially works by as-
sembling all the necessary components into a framework
called a Customer Experience Map. This gives the or-
ganization the ability to create the desired response. A
“customer experience” is created from a series of Cus-
tomer Experience Maps seamlessly delivered to the cus-
tomer.

Customer Experience Mapping is both a strategic and
tactical tool. Its primary objective is to protect the organi-
zation from random acts of excellence and chaos that
cause customer confusion. Customer confusion clouds
the understanding and true motives of the organization
and prevents the formation of loyalty. This confusion of-
ten results in perceptions of “commoditization,” the belief
that the organizations’ products and services are just the
same as any other organizations’ products and ser-
vices—Ileaving price as the only true differentiator.

Customer confusion hampers an organization’s efforts to
achieve the desired customer response, which is neces-
sary to make revenues and loyalty predictable. Thus,
customer confusion greatly increases business risk.
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Customer Experience Mapping performs three critical
functions. When executed properly, it helps transform a
customer experience into an integrated business proc-
ess. The three critical functions are:

1. Builds effective Customer Experience Maps that em-
ployees can easily learn and follow—and manage-
ment can easily measure.

Customer Experience Map Diagram
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3. Documents the maps, linkage and entire experience,
so it can be continually improved while maintaining
its consistency.

To help illustrate how the Customer Experience Mapping
Best Practices solution works in effectively managing
customer behavior to help increase revenues and lower
customer risk. We will use a recent client, Spokane
Teachers Credit Union (STCU) as an example.

Case Study—Using Customer
Experience Mapping™ to Manage
Customer Behavior

As of July 2002, the three-year new member behavior, in
opening product/service accounts, showed an average of
2.07 product/service accounts per new member house-
hold. STCU'’s challenge was to manage new member
behavior to increase the number of product/service ac-
counts opened per new member household.

In August 2002, STCU began a project called AME
(Awesome Member Experience), utilizing Customer Ex-
perience Mapping™ to create a “New Member Account
Opening” experience to help them better manage new
member behavior at an account opening. Their intent is
to have this new member experience become an inte-
grated business process in all STCU branches, starting
with the North Spokane Branch.

The results of AME are summarized as follows:

In the two months following implementation, the av-
erage number of products/services in the North Spo-
kane Branch increased from an average of 1.55 to
2.13, showing an increase of 38%. The control
group (6 other STCU branches) increased by only
15%, resulting in a net “new member accounts open-
ing” difference of 23%.

Translating the above incremental account openings
increases across all branches, AME will annually
yield $300,000 in incremental profit and lower annual
breakeven revenue by over $4,000,000.

AME also helps manage the “member’s awareness”
of STCU’s products and services. It makes STCU
products and services much more visible and under-
standable by new and existing members.

AME also managed the “cross-sell, up-sell” opportu-
nities, while leveraging STCU’s brand.

AME represents the first step towards STCU'’s objec-
tive of building deeper, more proactive member rela-
tionships.

AME forms a foundation on which a Customer Rela-
tionship Management (CRM) system can be effec-
tively implemented. This further helps STCU man-
age member behavior to best fulfill member needs.

AME also empowers employees’ behavior to im-
prove their interactions with helping members.
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The STCU case study demonstrates how Customer Ex-
perience Mapping helped STCU manage new member
behavior through the New Member Account Opening ex-
perience. Once this experience is integrated into the
branch business process, the experience will continue to
drive revenues and lower customer risk.

The quality of AME’s results depends on the stability of
STCU'’s Customer Architecture. A Customer Architec-
ture is the framework that defines how every customer
interaction is managed, which ultimately determines cus-
tomer behavior and revenue results.

How a Stable Customer Architecture
Leads to Increased Revenues and
Stronger Customer Loyalty Behavior

All of the experiences an organization creates and deliv-
ers to its customers make up its “Customer Architecture.”
The Customer Architec-
ture has the greatest im-
pact on customer behav-
ior in the areas of cus-
tomer acquisition, reten-
tion, revenue, loyalty,
risk, and profitability.
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Customers

A stable Customer Archi-
tecture facilitates the
creation of customer ex-
periences designed to
help manage customer
behavior. The more in-
tegrated the experiences
are in the organization’s
business processes, the
greater their ability to achieve desired customer re-
sponses. The integration of experiences generates reve-
nue and builds strong customer loyalty. A stable Cus-
tomer Architecture largely depends on four factors:

1. The Foundation—the strength of customer focus
and customer trust within the organization.

2. The Experiences—how well customer promises are
kept through the delivery of customer experiences.

3. The Emotional Trust Bond—how customer experi-
ences affect the feelings and thoughts of a customer
in building a bond that either strengthens or weakens
relationships with the customer.
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4, The Results—measured in terms of increased
revenues and greater customer loyalty.

At the heart of any Customer Architecture is the cus-
tomer experience. The stability of the Customer Archi-
tecture depends on how consistent and repetitive the or-
ganization is in creating and delivering those customer
experiences. The more consistent and precise the cus-
tomer experiences, the more stable the customer archi-
tecture and customer behavior.

A stable Customer Architecture significantly lowers the
risk of random acts by employees. For example, the
Nordstrom “Returned Goods Experience” orchestrates
every customer interaction to assure that this “anxious
time” for the customer is met with great energy and en-
thusiasm. This experience directs customer behavior
towards an action of “buy without risk,” giving the cus-
tomer the freedom to take home what they want, it can
be returned without question.

The experience builds
emotional trust. Nord-
strom knows that once
a customer takes prod-
uct from their store, the
likelihood of a product
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N LITTIBVETS
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the discretion of indi-
vidual employees, this
powerful and highly dif-
ferentiating “Returned
Goods Experience”
would never have be-
come such a strong

Delivering
on Those
Promises

Customer Trust Currency

part of the Nordstrom brand.

Today, most customer interactions are derived from op-
erational processes, which are delivered by operationally
trained employees, working from their own view of what
the customer experience should be. Collectively, these
operational processes produce unstable customer ex-
periences and an unstable Customer Architecture. This
instability leads to random acts of excellence and chaos,
producing inconsistent and unpredictable customer be-
havior. This combination puts the organization’s reve-
nues and customer loyalty at risk.
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Controlling Customer Risk through
Managing Customer Behavior

Organizations that deliver customer experiences as an
integrated business process have a much stronger ability
to predict customer behavior and the outcomes of the
purchasing decision. This lowers customer risk.

In addition, lowering customer defection rates, improving
customer penetration (share of wallet), and increasing
marketing responses and close ratios all help to lower
the economic risk to the organization. Managing cus-
tomer behavior in the acquisition, retention and migration
of customers is called Customer Risk Management™,

Its goal is to create true Loyalists, while preventing the
defection of Satisfactionists and Dissatisfactionists (see
model below).

Studying this Customer Risk Management model below
shows the dynamics of customer risk, migration and loy-
alty. Prospects (1) who purchase goods or services be-
come customers and fit into one of three groups; Loyal-
ists (10%), Satisfactionists (85%) or Dissatisfactionists
(5%).

We found that Satisfactionists are the predominant
group, since prospects lack the emotional trust and the
experience with the organization to become immediate
Loyalists.

Customer Migration (2) then becomes the key customer
focus. The economic advantage of migrating Satisfac-
tionists to Loyalists is about 6 times revenues —and 10
times revenues when migrating Dissatisfactionists to
Loyalists, even though this path of customer migration is
more difficult to achieve. Specialized customer migration
strategies are required to build experiences that will af-
fect customer migration behavior.
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For example, a Passive Satisfactionist stays relatively un-
involved with the organization and tends to believe more
in the organization’s brand. On the other hand, an Active
Satisfactionist is always looking for the “next best deal”
and discounts the value of the brand, given that the prod-
ucts or services being evaluated have perceived equality.

On the positive side, an Active Satisfactionist’s thought
perceptions are much more frequent and subject to
change. This allows an Active Satisfactionist to be con-
verted into a Loyalist much faster than a Passive Satis-
factionist.

An Active Loyalist is positive “word-of-mouth.” They are
active with other customers and prospects. They actively
promote the organization’s brand. Although they are con-
stantly testing the relationship, the direct negative interac-
tion of a “feeling nature” would have to occur for them to
exhibit any downward migration behavior.

Although the Passive Loyalist is the most stable customer
an organization can have, Passive Loyalists don’t exhibit
the same energy in promoting the organization or its
brand. Passive Loyalists utilize both “thought and feel-
ing” filters in interpreting their experiences and making
decisions. They rarely reassess their Loyalty, but when
they do it is because of some issue that threatens the
stability of the organization, its brand or their relationship.

The highest degree of customer risk comes from cus-
tomer defections (3), which normally occurs with the Dis-
satisfactionists. Defections can also come from Satisfac-
tionists, but the frequency is much less. Loyalists very
rarely defect. In addition to the three types of customers,
there is also more risk of defection inherent in “Active”
customers versus “Passive” customers (4), since active
customers tend to be “testing the relationship” far more
frequently than passive customers.

Desired customers responses don'’t just happen. Creat-
ing and delivering consistent experiences plays a major
role in the acquisition, migration and prevention of cus-
tomer defection. When a customer experience becomes
an integrated business process, the organization be-
comes far more effective in identifying and responding to
various types of customers in a proactive experience
manner. Integrated experience processes substantially
increases predictable customer responses, thus lowering
customer risk.

Secondarily, experiences that become integrated busi-
ness processes can be more effectively measured and
improved. The accurate measurement of a customer ex-
perience leads to both the improvement of the experience
and the gathering of critical “customer needs” informa-
tion. Being able to more quickly and accurately predict

future customer needs is a very strong competitive ad-
vantage. This is just another way the Customer Experi-
ence Mapping process reduces customer risk.

Executive Summary

Customer Experience Mapping is a Best Practices solu-
tion for managing your customer’s behavior. Customer
Experience Mapping reduces the “customer killers,” those
random acts of excellence and chaos that are committed
by even your best employees.

Creating and delivering customer experiences, as an in-
tegrated business process produces consistent, predict-
able, and repeatable customer responses that help to in-
crease revenues and lower customer risk.

Finally, this Best Practices solution produces experiences
that can be measured and continuously improved. The
results give you the ability to better manage and predict
both customer and employee behavior.

* %k k% %
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