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It’s been almost 20 years since the book, “The 
Service Pro� t Chain” was published in 1997. In 
the book, the authors laid out an argument 
that there is a direct relationship that exists 
between pro� t, growth, customer loyalty, 
customer satisfaction, value delivered, employee 
capability, satisfaction, loyalty, and productivity. 
The argument was developed after the authors 
analysed the performance of several successful 
service organisations. However, they also aimed 
to put ‘hard’ values on what were traditionally 
‘soft’ measures. In doing so, they aimed to help 
managers make investments that would enhance 
their service and satisfaction levels and, thus, 
their competitive edge.

That book was followed closely by Pine and 
Gilmour’s 1998 article in the Harvard Business 
Review ‘Welcome to the Experience Economy’ 
which argued that the next economy would be an 
experience economy. Pine and Gilmour argued 
that the experience economy was the logical next 
development following the agrarian economy, the 
industrial economy, and the service economy. 
They also said that companies would increasingly 
compete, not on the features or bene� ts of their 
products and services, but on the experiences 
and the memories that they created.

Pine and Gilmour were very prescient but one 
could argue that their ideas were a little before 
their time. It was only towards the end of 2010 
that the experience economy really started to 
emerge, driven by the continuous development 
of the internet, availability of bandwidth, social 
media, and the proliferation of smartphone 
technology. 

The experience economy also ushered 
in the age of the customer, where the 
locus of control moved from business to 
customers. We are seeing this play out in 
the current market—if companies want to 
engage customers and lead their respective 
industries, they have to put customers at the 
centre of their thinking. As such, service and 
experience are becoming the pre-dominant 
competitive concerns for leadership teams 

A Bit of History

 1 http://www.gartner.com/smarterwithgartner/test/
 2 http://www.walkerinfo.com/customers2020/

By 2020, Customer Experience
will be the key differentiator,

over price or product.
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and boards in many advanced economies.

This is supported by research by Gartner2 who 
found that 89% of � rms believed that customer 
experience would be their primary basis for 
competition in 2016. In another piece of research, 
Walker, a customer intelligence consulting � rm, 
found that by 2020, customer experience will 
overtake price and product as the key brand 
differentiator, particularly in the business-to-
business space2.

The focus on customers is driving real business 
returns. For example:

• A study conducted by Watermark Consulting3  
in 2015 compared the stock returns from 
2007 to 2013 of the top ten and the bottom 
ten ranked and publicly quoted companies 
in Forrester Research’s annual Customer 
Experience Index4. It showed that customer 
experience leaders beat the performance 
of the overall S&P 500 Index by 35 points. 
Meanwhile, the bottom ten laggards trailed 
the S&P 500 Index by 45 points. 

Another study5 published in the Harvard 
Business Review in 2014 explored the value 
of delivering a good customer experience 
as opposed to a poor one across different 
business models. The study found that, in 
the case of a business with a transactional 
business model, spending by customers was 
140% higher the year after delivering a great 
customer experience versus a poor one. In 
addition, in the case of a business with a 
subscription-based business model, customer 
retention went from 43% to 74% following a 
great customer experience versus a poor one.

 3 http://www.watermarkconsult.net/docs/Watermark-Customer-Experience-ROI-Study.pdf
 4 https://www.forrester.com/Customer-Experience
 5 https://hbr.org/2014/08/the-value-of-customer-experience-quanti� ed/
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So, the investment case is made and the job of 
the customer experience (CX) professional should 
now be plain sailing, right?

Nope. Not yet.

Despite all of this momentum, many CX 
professionals grumble that it is still hard to get 
boards and decision-makers to make CX and 
CX-related investments.

Why is that?

Well, one of the main reasons is that nearly 
half (47%) of CX professionals rate themselves 
and their organisations as ‘ineffective’ or ‘very 
ineffective’ at measuring the business impact of 
customer experience and building models that 
connect customer experience metrics, such as 
customer satisfaction and Net Promoter Score 
(NPS), with changes in business results (revenue, 
pro� ts, share of wallet), according to a 2014 1to1 
Media/Temkin Group study6.

I would also suggest that there is a deeper 
nuance to this and that many CX professionals 
and decision makers are speaking different 
languages. CX professionals need to speak the 
language of the decision makers if they are to 
help them see the value of investing in CX and 
CX-related solutions.

Just as they do in their day jobs, CX professionals 

need to put themselves in their ‘customers’ 
shoes’, or in this case, the shoes of the budget-
holding decision-makers. CX teams need to help 
decision-makers understand the potential impact 
of a CX investment and allow them to compare 
‘apples’ with ‘pears’ i.e. compare the ROIs of 
competing investments.

What does that mean?

Well, whilst every business will claim to be 
unique, when you boil it down there are only 
really three levers that drive business success:

1. Increase sales
2. Increase customer retention or reduce 

customer churn
3. Decrease costs

Therefore, CX professionals need to understand 
these drivers and explain their proposed CX 
investments in terms of how they will help drive 
increased sales, improve retention or lower costs. 
The challenge, however, is that much of that data 
does not exist, is hard to pin down, and/or is not 
currently being collected.

The Case for Investment

 6 http://www.peppersandrogersgroup.com/view.aspx?DocID=35054

47% of CX pros struggle to 
measure business impact.
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Whilst CX professionals get started on their data 
gathering efforts, they should also look to use 
proxies to help them estimate the potential 
bene� ts of their proposed activities.

One such set of proxies7, comes from a study 
from the London School of Economics (LSE), 
which links changes in NPS scores with changes 
in growth. In particular, the study found that:

• If companies increase their Net Promoter 
Score (NPS) by just 7 points, UK companies 
could boost top line revenue growth by 1%. 

• Moreover, if they also reduce their negative 
word of mouth ratings by 2%, businesses 
could achieve an additional 1% growth in 
revenue. 

Another one comes from a study by Gartner8 which 
found that a 2% increase in customer retention has 
the same effect as decreasing costs by 10%.

To illustrate how these could be useful, let’s apply 
the LSE study’s proxies to a series of Clarabridge 
client cases, to show how an investment in a 
CX programme could help them drive business 
results across the three drivers (higher sales, 
improved retention and lower costs):

INCREASED SALES

Case: One leading UK utility implemented a 
Clarabridge solution to improve its competitive 
position, better understand customer needs, and 
alleviate customer pain points. In doing so, the 
company increased customer renewal rates by 
26% and improved NPS scores by 22 points.

Business results: Applying the proxies from 
the LSE study, the improvement in their NPS 
scores could imply future revenue growth, of 
somewhere in the region of almost £123million 
on the back of UK gas & electricity domestic 
supply revenues of £3.9billion in 2015.

IMPROVED RETENTION

Case: One leading US software � rm put in place 
a VOC team with the goal of improving cus-
tomer loyalty and strengthening customer care. 
Following their implementation of a Clarabridge 
solution, they have more than doubled their 
NPS scores over the course of a three-year 
period. Typical NPS scores for similar software 
companies tend to lie in between 10-14. 

However, before the Clarabridge implementation 
their NPS score was languishing around 8. Since 
the implementation, their NPS score has risen 
to 18-19. This is clear validation of the success 
of their approach and the VoC team’s ability 
to drive innovative strategies that improve the 

What You Can Do Today 

 7 It’s important to note that these are only two proxies. There will be others.  The ones shown here are used for illus-trative purposes and were chosen as they they come from a rigorous academic source 
and a well respected analyst � rm.
 8 https://www.gartner.com/doc/3300325

+7 NPS = +1% revenue
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customer experience. 

Business results:  Again, if we use the proxies 
from the LSE study, the improvement in NPS 
could imply future revenue growth of somewhere 
in the region of £12million on the back of the 
company’s N. American revenues of £450million 
in 2015.

LOWER COSTS

Case: A leading UK-based insurance company 
implemented a Clarabridge solution to help 
them identify the key drivers of NPS, increase 
service quality, improve retention, and decrease 
call centre volumes. Through the successful 
implementation of their CX programme, they 
have been able to lower operations costs by 15% 
whilst NPS scores have improved by 36 points. 

Business results: Using the LSE proxies, the 
improvement in NPS could imply future revenue 
growth, over and above the lower operating 
costs. Implied future revenue growth could be 
somewhere in the region of £67million on the 
back of revenues of £1.3billion in 2015.

www.clarabridge.com
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These illustrative cases show how, using proxies, 
CX professionals could communicate the 
poten-tial business results of implementing a CX 
improvement initiative. However, as they build 
their cases, CX professionals should also look to 
supplement proxy data with their own metrics. 

CX teams can collect their own data through 
activities like omni-channel listening, where they 
collect and listen to customer feedback data 
across multiple feedback sources. Along with this, 
deep, accurate analytics of the customer data will 
provide insights into how the customer experience 
can be improved and how the CX team can help to 
increase sales, decrease churn or lower costs. CX 
professionals can then use this data to build out 
their own models that prove the potential ROI of 
their proposed CX investments.

To achieve this, CX professionals need to do 
several things on an ongoing basis:

1. Be clear how the activity they are 
proposing directly or indirectly in� uences 
one of the key three drivers

2. Establish what data is available, what is 
needed and how it can be collected

3. Set up systems to collect base case and 
improvement data  

4. Build a CX ROI model

Doing these things will help CX professionals go 
a long way in establishing the link between their 
work and business results. This will help guide 
their team and their organisation on the path 
towards strategic CX success. 

Building Momentum
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Putting the Service-Pro� t Chain to Work 
- James L. Heskett, Thomas O. Jones, 
Gary W. Loveman, W. Earl Sasser, Jr. and 
Leonard A. Schlesinger, HBR, July–August 
2008 Issue https://hbr.org/2008/07/
putting-the-service-pro� t-chain-to-work

The Service Pro� t Chain: How Leading 
Companies Link Pro� t and Growth to Loyalty, 
Satisfaction and Value Hardcover – 3 Jun 
1997 by W. Earl Sasser Jr. (Author), Leonard A. 
Schlesinger (Au-thor), James L. Heskett (Author) 

Publisher: Free Press (3 Jun. 1997)
The Experience Economy, Updated Edition 
Paperback – 1 Jul 2011 by B. Joseph Pine II 
(Author), James H Gilmore (Author) Publisher: 
Harvard Business School Press; Updated ed 
edition (1 July 2011)

Gartner Predicts a Customer Experience 
Battle� eld - February 18, 2015 Contributor: 
Tom McCall http://www.gartner.com/
smarterwithgartner/test/
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Listen, Analyze, Act.
The Clarabridge platform allows you to listen to 
your customers from everywhere they are talking, 
analyze their feedback with our proprietary best-
in-class natural language processing (NLP), and act 
with real-time dashboards and alerts.  

Why Clarabridge?
Clarabridge helps you listen to, analyze, and act on 
the customer feedback that is hidden in silos across 
your organization and in other public forums. Putting 
customer intelligence to work empowers your 
business to make big and small decisions and drive 
your customer experience management programs. 

Our platform analyzes all sources of customer 
feedback and detects emotion, context, and 
root causes, as well as predict future customer 
behaviors. When we say “all,” we’re serious! 
Accurately interpret data from social media, online 
chat, call center recordings, agent notes, surveys, 
online review sites, and many other sources. See 

your feedback come to life in dashboards and 
reports that drive action with customer engage-
ment, case management, and alerts. 

Clarabridge is the only solution that can analyze feed-
back data from all sources, all in one centralized hub 
and integration is a snap. Forrester Research recently 
ranked our text analytics technology as a leader. 

With the power of Clarabridge, your front-line 
team can quickly and easily respond to customers, 
and you can drive customer-centric optimization 
throughout your entire organization.

Fast Facts
• SaaS provider of customer intelligence

and analytics
• 850+ global brands served 
• Founded in 2006  
• Headquartered in the Washington DC metro 

area with of� ces in San Francisco, London,
Barcelona, and Singapore  

• 300+ employees worldwide  
• Offers the world’s most  comprehensive 

customer intelligence platform, powering 
customer experience management programs  

• Served customer experience professionals, 
marketers, customer care leaders, and 
operations managers  

• Key clients include Capital One, G.E. Healthcare, 
United Airlines, Carnival Corp., Unilever, AARP, 
and Verizon  

At Clarabridge, our mission is to help 
businesses put customer feedback to work. 
Here’s how we do it:
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