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More than half of surveyed customers say that they have had a bad experience with companies. A growing number will report those 
experiences to companies, but many customers will say nothing.

Silent attrition varies by industry. Many companies face looming 
attrition from customers who may leave when contracts expire.

Customers describe themselves as loyal, but that loyalty is less 
likely to translate into behaviors that will drive growth.

Consumers’ views of customer experience performance by industry. Percentage shows customers who rated their overall experience 
as “greatly” or “somewhat” exceeding expectations.

Source: Convergys 2010 Customer Scorecard Series
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As we look toward the end of a long, 
deep recession, many executives are once 
again pursuing strategies for growth—and 
the ability to deliver the right customer 
experience will be critical to their success.

In this unfolding era, having the right 
product or service at the right price will, as 
always, be important. “That really hasn’t 
changed. What has changed is what it takes 
to retain and increase your business with 
the customer,” says Chip Bell, founder of 
the Chip Bell Group consulting firm and 
co-author of Take Their Breath Away. “And 
more and more, we’re finding that price 
or product will bring them in, but it is the 
experience you create that keeps them and 
brings them back. So price is an important 
strategy for finding customers, but solid 
growth is driven by what it is like to deal 
with your company after the customer 
makes a purchase.” 

Recent Convergys research backs this up, 
indicating that customer service is clearly 
the new differentiator, trumping product, 
price, and branding. What’s more, growth 
now depends on the delivery of more than 
just adequate service. 

“I would argue that service is expected—it 
is table stakes,” says Shaun Smith, founder 
of the Smith+co consulting firm and 
co-author of Managing the Customer 
Experience. “To truly differentiate a 

company, you have to create an experience 
that connects emotionally with the 
customer. That doesn’t mean tears or 
laughter or joy. It means providing an 
experience that the customer cares enough 
about to be willing to pay a bit more, and 
to go out of their way to tell their friends 
and relatives about it.” Indeed, he adds, 
research shows that “for every point that 
emotional connection goes up, there is an 
increase in earnings of about 16 percent 
for the average company. So there is a 
clear relationship between how customers 
feel about their experience and the kind of 
growth that a company can achieve.”

Delivering the right experience depends on 
a deep understanding of customers—and 
today, those customers are changing in 
fundamental ways. The recession has 
greatly reshaped customer habits and 
perceptions. But these recession-driven 
changes in behavior are not only deep 
and extensive, they are also taking place 
against the background of an even more 
fundamental shift: the emergence of Gen 
Y, or the Millennials, as a major force in 
consumer markets.

To understand how these economic 
and demographic shifts are changing 
consumers, the Convergys 2010 Customer 
Scorecard research examined a range 
of preferences and attitudes in today’s 
marketplace. The findings show that 

Why superior customer experience is the key to growth in the economic recovery

Growth and the New Consumer

The recession has altered 

customer attitudes, 

and demographic shifts 

are about to change 

them further. To move 

forward with a recovering 

economy, companies 

need to tailor their care 

strategies to fit these new 

realities. 
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the recession has indeed affected the 
way consumers across all generations 
think about companies and the customer 
experience. A pre-recession Convergys study 
in 2008 found that customer expectations 
were already high, and this year’s research 
shows that if anything, the bar is being 
raised significantly. “There is more focus on 
value and the service experience.  Customers 
are now more likely to say they had a bad 
experience, more likely to contact a company 
to ensure they get what they want, and just 
as willing to switch companies if they don’t,” 
says Dave Dougherty, president and CEO of 
Convergys. 

At the same time that executives are 
adjusting to this new mind-set, they will also 
have to keep an eye on the growing ranks 
of younger consumers. “As Millennials make 
up a greater proportion of the marketplace, 
companies will have to understand them 
and meet their new requirements, while still 
continuing to serve significant numbers of 
boomers and Gen X customers,” Dougherty 
explains. The challenges are significant, 
he adds, “but there are tremendous 
opportunities for companies that can meet 
the changing needs and expectations of a 
varied consumer population.”

The Shifting Currents

It is not difficult to see why the recession 
could change consumer attitudes. In a fairly 
short period consumers saw some $10 
trillion in U.S. household wealth disappear, 
and in a 2009 McKinsey & Company survey, 
90 percent of respondents said that they 
had reduced spending as a result of the 
recession, with 33 percent saying they had 
“significantly” cut expenses. Of those who 
cut spending, 45 percent said they did so 
out of necessity, while 55 percent did so by 
choice.

Those new habits are not likely to fade 
quickly, given the emotional and financial 
impact the recession has had on consumers. 
A Nielsen study found that even as the 
economy improves, “many consumers plan to 
hold on to their thrifty recessionary habits…. 
The severity of this recession has brought 
about a change in consumer values, spending 

Shaun Smith, co-author of Managing the Customer Experience, 
discusses the role of the contact center in delivering the right 
customer experience:

“A customer experience strategy must be embedded throughout 
the organization, and that includes contact centers. These 
centers are the focal point for customer interactions, so each 
and every customer touch that takes place in them is an 

opportunity to create, nurture, and strengthen customer relationships and leave a 
lasting impression on the customer. 

“The question, then, is, how can you empower your centers to deliver the best 
experience possible? To start, it helps to look at the evolutionary changes taking place 
in the contact center. Today, we are seeing a shift from interaction management and 
handling inbound transactions to CRM and on to customer experience management. 
The interaction-management stage is all about efficiency, with a focus on providing 
service at the least cost. In the CRM stage, metrics are often about response rates and 
conversions, and the emphasis is on trying to win more sales. 

“In contrast, the primary focus of the customer experience management stage is 
on providing an experience that is ‘on brand’ and adds value for the customer. The 
metrics, then, are about customer advocacy, as measured by Net Promoter Scores or 
something similar. Efficiency is still important, but it is not achieved at the expense of 
effectiveness. 

“I would argue that the contact center future lies in making that shift—that is, in 
moving the contact center from being a cost center or marketing engine to being a 
strategic business unit that is an integral and value-adding touchpoint in the complete 
customer experience. Most contact centers are still run as cost centers, not strategic 
business units—but there is great opportunity for those companies that recognize the 
importance of moving up that evolutionary curve. Recent research by Harris Interactive 
found that even in an economic downturn, 50 percent of customers will pay more for a 
better customer experience.

“This evolution has several implications for the contact center management. 
The customer experience-focused center should not be technology-driven but 
technology-enabled. In other words, customer experience management needs to 
come first. The executive team also needs to see to it that marketing, operations, and 
human resources are working together to ensure that the center experience works 
harmoniously with the brand and provides value to the customer and the organization.

“To make this all work, companies also need to segment customers to identify those 
who are most profitable, and then discover what those customers truly value. You 
need to know the three or four most important attributes that drive your customers’ 
intention to repurchase or refer you. Otherwise, you may have data, but you don’t have 
insight. And insight is the thing that leads to a great customer experience—and true 
differentiation.”

Shaun Smith: The Strategic Contact Center

I n T E r v I E w
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habits, and lifestyle choices…. Even though 
consumer confidence is returning in 
most countries, the tactics and cutbacks 
consumers adopted for the recession may 
be here to stay for many European, Pacific, 
and American consumers.”

That view is echoed by the Bridge Strategy 
Group management consulting firm, which 
reports that “a ‘new consumer’ will emerge 
from this economic cycle, one who will 
have different values and concerns than in 
the past. The recession, and the trade-offs 
that followed, has made consumers across 
income levels reassess life priorities, rethink 
their attitudes towards consumption, and 
reevaluate fundamental values.”

Perhaps more fundamental and far-
reaching is the more subtle, yet game-
changing, emergence of Gen Y or Millennial 
consumers. “Generation Y is actually 
bigger than the baby boomer generation, 
and businesses have to realize that they 
are going to be dealing with a different 
customer with these up-and-coming 
consumers,” says Kenneth W. Gronbach, 
author of The Age Curve: How to Profit 
from the Coming Demographic Storm. 
These young people will tend to be less 
patient with poor service, and they will be 
highly sophisticated consumers. Even as 
children, Gronbach points out, “they have 
been influencing purchase decisions far 
more than the baby boomers ever did with 
their GI generation parents.” 

To drive growth in the coming years, 
therefore, companies will have to 
understand the currents of change that are 
reshaping the nature of the customer base. 
And they will have to develop sophisticated 
and nimble strategies that will allow them 
to deliver the kind of effective customer 
experiences that will help retain customers 
and increase revenues.

Good Is not Good Enough

At first glance, the way customers view 
service and experience does not appear 
to be that much different than it was in 
2008. In the 2010 Convergys study, the 
same proportion of consumers as in 

2008 (55 percent) say that “companies 
generally have a good understanding of 
what customers really experience in dealing 
with them,” while 61 percent agree that 
“companies generally listen to or act on 
customer feedback,” which is down just 
three percentage points from before the 
recession. More than half of the surveyed 
customers perceive the quality of the 
customer service they receive as equal to 
what they received last year. 

However, while perceptions of service 
quality are holding steady, 57 percent of 
surveyed consumers now say that they 
have had a bad experience—a significant 
increase from 47 percent in 2008 (see 
chart, page 2). In just a short time, 
consumers have also become significantly 
more likely to complain to the company 
when they have a problem. 

The increase in perceptions of poor 
service may be driven by the stresses of 

To drive growth in the coming 

years, companies will have to 

understand the currents of change 

that are reshaping the nature 

of the customer base.

Convergys research found that nearly half of surveyed consumers feel that their 
financial situation has gotten worse over the past year, primarily because of the 
recession. This period of economic turmoil has reshaped customer attitudes in 
many areas. 

Changing Financial Situations
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Source: Convergys 2010 Customer Scorecard Series
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the recession and the need to have control 
in uncertain times. Chip Bell suggests, “As 
customers’ concern for getting a return on 
their hard-earned dollars in a recessionary 
time gets more pointed, it means that their 
tolerance for error tends to be short, and 
there’s a limit to what they will put up with in 
terms of mistakes and errors.” 

Companies may also be facing ever-rising 
customer expectations—a longstanding and 
ongoing reality in business. Customers today 
have typically run across pockets of excellent 
service, says Bell, and that changes their 
perspective. “Customers have experienced 
it and know you can do it,” he says. “They 
know it’s possible to provide differentiated 

treatment that is more than one-size-fits-all. 
They expect companies to recognize that 
they are different and to build strategies that 
reach out to them in the ways they want. 
Therefore, thinking about how you segment 
your market and how you create experiences 
that match each segment is critical.” 

As for customers’ growing willingness 
to complain (66 percent of the time, up 
from 58 percent of the time before the 
recession), Ryan Pellet, vice president of 
Global Consulting at Convergys, points 
to the recession itself as a key driver. “It 
has made customers more determined 
to protect their ‘rights,’ and to take their 
complaints to companies,” he says. “Over 
the last year, many customers have seen that 
their business is more important than ever 
to companies, and so they’ve been more 
willing to contact those companies to resolve 
problems. They are more inclined to expect 
that the company will work to help them.” 

Too often, however, those consumers 
are being disappointed. The Convergys 
research found that 45 percent of the time, 
consumers who reported a bad experience 
said the issue was not resolved. Worse yet, 
18 percent of the time, consumers said that 
the company did not respond at all. That 
can be a real problem: If someone talks 
to a company about their bad experience 
but sees no action from the company, their 
chances of leaving increase by 38 percent, as 
compared to consumers who don’t mention 
their bad experiences. 

Finally, 80 percent of the time, consumers 
say that they share their complaints with 
friends and colleagues, which is a slight 
decline from 2008—but still a sizable number 
that can have an impact on a company’s 
reputation. In terms of how consumers share 
their views, 98 percent say that they tell 
friends, colleagues, or family members in 
casual, spoken conversation, while 18 percent 
send emails, 12 percent use social media, 
and 7 percent send text messages. 

what Customers value

When the recent Convergys research asked 
consumers to cite the attributes that make 

Leadership: Experience Is a Strategic Issue

The customer experience touches on 
every part of the company, and that 
makes executive involvement and 
commitment critical. 

In essence, executives need to create 
an environment that enables and 
encourages the delivery of a good 
customer experience. They need to 
provide a vision and a strategy for 
how customer relationships will be 
managed and the type of experience 
that is right for both the customer 
and the company. And they need to 
follow through as customer experience 
initiatives are implemented, driving 
organizational cooperation, making the 
right budget and resource trade-offs, 
and clearly articulating the importance 
of relationships to the company’s 
success.

Executives might also want to assess 
their own perspective on the customer. 
Convergys research has found that 
the company’s internal view often 
differs from the customer’s view. For 
example, executives tend to believe 
that only about a third of consumers 
have had a bad experience with a 
company in their industry, while more 
than half the surveyed customers think 

so. To develop more insight, then, 
executives should consider: 

•  Including outside-in customer 
experience assessments at 
management meetings, and 
making sure the agenda provides 
an opportunity for people to raise 
concerns and identify internal 
barriers to delivering the right 
experiences. 

•  Using analytics to distill customer 
experience data into timely reports 
or even a “customer experience 
dashboard” that provides a quick, 
concise view of customer-related key 
performance indicators.

•  Actively listening to front-line 
employees, who can provide insights 
because they have day-to-day contact 
with customers and their issues.

•  Gaining firsthand experience, by 
spending time in the contact center 
taking customer calls.

What’s clear is that customer experience 
needs to be a strategic issue. Executives 
need to embrace the issue and make it 
their own.

The recession “has made customers 

more determined to protect their 

‘rights’ and to take their complaints 

to companies.” Too often, however, 

they are being disappointed.
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up a good experience, the responses showed 
a fundamental change from the past. In 
2008 “good value for the money,” ranked 
third in terms of which attribute customers 
considered most important. This year, it 
leaped to first place. 

That’s a change that might be expected 
during a recession. Authors and consumer 
trends forecasters Paul Flatters and Michael 
Wilmott recently reported in the Harvard 
Business Review, “Unlike consumers in 
previous recessions, who greeted the return 
of financial stability with a buying spree, 
current consumers entered the recession 
feeling bloated. When they regain their ability 
to spend, they’ll continue to buy simpler 
offerings with the greatest value.” 

But this shift does not mean that consumers 
are simply looking for low prices. The 
Convergys research found that customers still 
view good service and experience as important 
qualities. For example, “addresses my needs 
on first contact”—the top attribute in the 2008 
study—ranked close behind “good value for 
money,” and the percentage of customers 
citing it as important actually increased from 
2008. The other attributes in the top five were 
“knowledgeable employees,” “treats me like 
a valued customer,” and “can quickly access 
the information that meets my needs”—all 
of which underscore the importance of 
experience in customers’ minds. 

To understand what customers want, 
companies need to take a broader view of 
value that encompasses the full range of 
attributes. “Customers are now pickier; they 
want the best combination of price and 
customer experience,” says Pellet. “That will 
vary by customer segment, by industry, by 
age, by where people are in the customer 
lifecycle. So, to connect with customers, 
companies need to determine the right value 
proposition for each customer segment.”

Crossing the Channels

The Convergys research also looked at 
the way customers want to interact with 
companies. For example, many consumers 
are open to being contacted proactively by 
companies. More than half of the consumers 

surveyed say they are willing to receive 
such messages, with the most preferred 
communication channel being email (78 
percent), followed by a phone call from 
a customer service representative (54 
percent). Sixteen percent want to receive text 
messages, and 19 percent were interested 
in phone calls from an automated system. 
Social media was cited by 5 percent of 
customers (see chart, page 15), a figure 
that seems destined to grow, given the 
rapid emergence and widespread use of 
that technology in so many areas. In terms 
of proactive messages, consumers say it 
is most acceptable to contact them about 
excessive usage or suspicious bill activity 
(67 percent), followed by offers for special 
discounts (66 percent). (See chart, page 15.)

At a high level, there is a continuing 
willingness to use automated channels. This 
year’s study found a 67 percent increase in 
customers citing touch-tone phone systems 
as their preferred channel, a 33 percent 
increase in those citing Web chat, and a 
50 percent increase in those citing email 
interactions (see chart, page 15). 

At the same time, the recession seems 
to have created a shift toward customers 
wanting to speak with a live agent when 
problems arise. For example, 62 percent of 
customers say they would prefer to wait to 
speak to a customer service representative 
to solve their issue, as opposed to trying 
to solve the issue themselves using an 
automated phone or Web system. Before the 
recession, 55 percent of surveyed customers 
indicated they would rather use automated 
systems when dealing with a company. This 
remains true for routine transactions, but 
now, when asked about channel preferences 
for issue resolution, 62 percent say they 
would rather speak to a customer service 
representative (see chart, page 10). 

“Consumers are increasing their use of 
automated channels to solve their problems,” 
says Andrea Ayers, president of Customer 
Management at Convergys. “But in situations 
where the automated channel doesn’t solve 
the problem, they want a quick and seamless 
transition to a knowledgeable customer 
service representative who understands their 

Prompted by a text message, a college 
student realizes he’s exceeded his text 
minutes and decides he’d better call his 
father to let him know. But before he 
can make the call, the dad receives a 
text message notification. He calls the 
phone company to see what it would 
cost to increase his son’s minutes. 
Connected to a voice self-service system, 
he’s greeted by name and, because the 
system recognizes him as a high-value 
customer, he’s presented with a range 
of personalized custom options and 
benefits. When he decides to upgrade 
not only his son’s minutes but also his 
own phone, he’s able to see the phones 
on his smartphone screen and narrow 
his choices. Finally he’s connected to 
a customer service representative to 
complete the order. The dad takes the 
representative’s suggestion, chooses 
the “coolest” phone, and, the transaction 
completed, texts his son with the news. 
“Boy, that was easy,” his son exclaims. 

Telecom: 

“Which phone would   
my kid think is cool?”

MuLTIChAnnEL SErvICE SCEnArIO
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problem and can solve it to their satisfaction. 
That makes the live agent channel even more 
critical as a line of defense against attrition 
for companies today and in the future.” 

The lesson: Companies need to think in 
terms of enabling consumers to move 
easily between channels. That can mean 
having multichannel agents available to help 
customers in whatever channel they choose, 
and the blending of agents and technologies 
through tools such as Web chat. “Increasing 
share of spend and loyalty requires you to be 
able to use both technology and people in a 
way which creates value for customers and 
value for the organization,” says Shaun Smith. 
“So it really is about high tech and high 
touch. I think the challenge for organizations 
going forward is to enable those two things 
to be absolutely seamless—using great 
technology and great people to create that 
seamless experience for the customer.”

Loyalty: One Experience at a Time

In a world where customers have 
tremendous choice, companies have always 
worked hard to build customer loyalty—and 
things are not getting any easier, according 
to the Convergys research. Interestingly, 
consumers see themselves as being fairly 
steady customers, stating that they are “very” 
or “extremely loyal” to a specific company 57 
percent of the time. And 83 percent say that 
as long as they are satisfied with the service 
they receive, they will remain loyal. 

However, the research also found that 
customers are less likely than before the 
recession to translate loyalty into actions 
that companies would like to see. While loyal 
customers are still very likely to recommend 
a company’s products or services to friends 
or colleagues, they are significantly less 
likely to make frequent purchases or to 
participate in loyalty programs. So, while 
the new consumer is just as capable of 
being loyal, companies must be able to 
provide a differentiated and superior service 
experience if they are to elicit the desired 
actions of loyal customers.

This is all in keeping with what Paul Flatters 
and Michael Wilmott have called “mercurial 

Chip Bell, co-author of Take Their Breath Away, discusses 
the importance of managing the basics of the customer 
experience:

“For companies trying to build strong customer relationships, 
it’s very important these days to provide excellent, imaginative 
service that creates a good customer experience. But if you 
aren’t taking care of the basics, you’re wasting your energy on 

those great service experience efforts. 

“There are certain qualities or features that customers assume will be part of their 
relationship with a company. We assume banks will be safe, hotels comfortable, and 
hospitals clean—that products will work as promised or contact center phones will 
be answered with some degree of politeness. These are the basics—they are the 
givens in the customer experience.

“Indeed, these basics are a lot like the air we breathe, and can be thought of as 
‘Service Air.’ We tend to take air for granted, and perhaps not even notice it unless it 
is removed from our surroundings. Then, we are unhappy and ‘dissatisfied.’ 

“Companies need to provide this Service Air—but you don’t get extra credit for it. 
If the commercial plane we board lands in the right city, we don’t cheer. But if it 
lands in the wrong city, we are very upset. If you do poorly on the basics, that’s 
what the customer is going to remember, not all the great service experience stuff 
you did. And oftentimes, it doesn’t stop there. When Service Air is not managed 
properly, things are generalized way beyond the initial problem. When there are 
coffee stains on the airline serving tray, the passenger doesn’t just think, ‘They did a 
lousy job maintaining the plane cabin.’ He’s also thinking about the engine and the 
maintenance on that. 

“Service Air can be an effective competitive strategy. It works if your organization 
takes care of the basics perfectly while ensuring that customers are aware of that 
fact—and if you’re in a market where competitors are struggling to provide the 
basics. Such a strategy requires crystal-clear standards and easy-to-understand 
metrics for employees to follow. It also takes the ability to monitor activities linked 
to the execution of core requirements and an early-warning process to alert the 
company when the delivery of Service Air is endangered. And it requires customer 
intelligence abilities that let the organization know when the customer’s definition of 
what constitutes Service Air changes.

“However, you shouldn’t bank on Service Air alone as a long-term strategy. 
Competitors are likely to quickly match or one-up your ability to deliver on the 
basics, leaving you with undifferentiated service. Customers are ultimately won by 
innovation and a powerful experience—and ensuring that Service Air attributes are in 
place is a prerequisite for taking things to that next level. The winners will be those 
that find a way to provide Service Air while constantly reinventing the package in 
which it comes.”

Chip Bell: Building on the Basics

I n T E r v I E w
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consumption.” In their Harvard Business 
Review article, they point out that consumers 
in recent years are “agile” shoppers that 
can “instantly find a profusion of brands or 
products to meet their needs, but would 
just as quickly abandon any choices that 
somehow fell short.” As the economy 
improves, they add that “their facility in 
navigating the options will prove durable—as 
will their readiness to shift allegiances.”

On balance, then, consumers today are 
less inclined to see loyalty in the traditional 
sense. Instead, they view it as something 
granted on a case-by-case basis—which leaves 
companies with little margin for error. “What 
this means is that, increasingly, customers 
consider loyalty the result of being satisfied, 
one experience at a time,” says Pellet. “So, 
companies need to provide a good experience 
every single time. Loyalty is developed at 
each interaction at each touchpoint—be it 
self-service, automated phone system, or 
customer service agent—and every interaction 
has to be successful and satisfying. 
Otherwise, loyalty is out the door.”

The retention Challenge

Not surprisingly, service and experience 
problems quickly lead to customer-
defection problems. In the Convergys 
study, 44 percent of consumers who had 
a bad experience said they stopped doing 
business with the company. Many customers 
will report their problems to the company, 
but a significant number will not. As the 
pre-recession study revealed, this latter 
group creates a “silent attrition” problem, 
where customers leave without registering 
any complaint. Silent attrition rates have 
actually declined since 2008, presumably 
because of consumers’ increased willingness 
to complain to companies. But the problem 
is still significant. Across industries, about 
one-third of the customers who do not 
report their bad experiences will defect—
which means they are beyond the reach of 
customer-retention programs and provide 
no feedback for driving improvements in the 
experience (see chart, page 2). 

In many industries, there is also an issue of 
“looming attrition” that may be taking place 

beneath executives’ radar. Many consumers 
dealing with telephone, Internet service, cell 
phone, and satellite/cable TV companies 
say that they have had a bad experience 
with their provider, and now remain with 
the company only because they are under 
a contract for their service. This lack of 
defections may well provide companies 
with a false sense of security, but these 
customers are likely to defect once the 
contract period is over. 

The percentages of consumers who see 
themselves as unhappy but stuck are 
significantly higher this year, due partly 
to the success of contract-based service-
bundling initiatives. Across industries, 15 
percent of the time customers who have had 
a bad experience say that they will defect 
when their contract period is over, up from 
11 percent in 2008 (see chart, page 2). 
Some industries are especially vulnerable 
to looming attrition: In the healthcare 
insurance industry, for example, more 

Senior managers see increased share of wallet and expansion of the customer 
base as key elements in their growth plans. Success in these areas will require a 
heightened focus on the customer experience.

Core Areas of Management Focus

Core Areas of Focus

43%

34%

12%

9%

Increasing revenue
 from existing customers

Acquisition of
 new customers

Reducing/
containing costs

Retaining
 current customers

0% 10% 20% 30% 40% 50%

Source: Convergys 2010 Employee Scorecard Series

“Loyalty is developed at each 

interaction at each touchpoint...   

and every interaction has to be 

successful and satisfying. 

Otherwise, loyalty is out the door.”

 Source: Convergys 2010 Employee Scorecard Series
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than one-fourth of the bad experiences 
fall into this category, an increase of more 
than 200 percent over 2008. And in the 
telecommunications industry (telephone, 
cell phone, satellite/cable TV, and Internet 
service providers), 20 percent of the time, 
consumers who have had a bad experience 
are under contract but ready to leave—a 51 
percent increase over 2008. 

“Companies in these industries need to 
focus on proactively reaching out to these 
‘captive’ customers who are under contract 
to make sure they are happy,” says Jim Boyce, 
president of Global Sales and Services at 
Convergys. “As these customers become 
ready to go back on the market, so to speak, 
you need to be at the absolute top of your 
game. That simmering resentment, coupled 
with a commoditized marketplace, makes it 

likely that a captive customer will walk when 
their contract is up if their recent experiences 
have been anything less than stellar.”

There is some good news—and some 
opportunity—in terms of loyalty and 
retention, however. Often, customers who 
have defected are open to win-back efforts. 
This willingness varies widely by industry: 
Consumers are most willing to come back to 
technology companies, with these defecting 
customer saying that 39 percent of the 
time they could be convinced to mend the 
relationship. Similarly, 31 percent of the 
time, customers of Internet service providers 
feel that way. Banks (7 percent) and cell 
phone providers (4 percent) are on the other 
end of the spectrum. 

“In these industries where switching costs 
to the customer are relatively minimal, we’re 
seeing an opportunity not only to fix your 
service to stop losing customers, but also to 
re-engage with customers you have lost with 
a proactive win-back approach,” says Boyce. 
That opportunity is especially strong in an 
era where customers see loyalty as a one-
experience-at-a-time phenomenon, leaving 
competitors open to defections at any time. 

Overall, says Boyce, “the recession has 
caused consumers to become more 
focused on value. They feel that they 
are more entitled to that value, and they 
will do what they can to ensure that they 
can get it. Those are all good things if a 
company is positioned to deliver that value 
in the customer experience, and to quickly 
resolve issues.” Unfortunately, the large 
number of bad experiences and often-
poor performance in handling customer 
complaints suggests that companies are 
not fully prepared to cope with this new 
consumer attitude. “Customers are giving 
companies the opportunity to do the right 
thing, and it’s now up to those companies to 
deliver,” says Boyce. 

Dealing with the Demographic 
Divide

Among executives, there is a growing 
interest in reaching Millennial or Gen Y 
customers, even though many of these are 

Consumers are comfortable with automated channels, but they appear to have an 
increased preference for speaking with live agents to help solve problems.

Customer Experience Preferences

When I need help using a company website, I prefer to call
 customer service and speak with someone on the phone

I would rather contact a company using email

If I were researching a product or service, I
 would look first at the company website

I prefer resolving my problem via email
 with a response back in 4-8 hours

Waiting to speak to a customer service rep

When I need help using a company website, I prefer
 to use the "live chat" function on the website

I would rather contact a company using text messaging

If I were researching a product or service,
 I would look first at social media sites

I prefer to speak with a customer
 service rep even if it takes multiple calls

Quickly resolving your issue yourself with
 an automated web or phone system

75%

92%

95%

38%

62%

25%

8%

5%

62%

38%

Source: Convergys 2010 Customer Scorecard Series

“The recession has caused 

consumers to become more 

focused on value. They feel that 

they are more entitled to that 

value, and they will do what they 

can to ensure that they can get it.”
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not yet mainstream consumers. The reason, 
to a great extent, lies in some simple but 
compelling math. Consumer purchasing 
peaks at age 50, says Gronbach, which 
means that baby boomer buying is on the 
decline. Gen X is next in line, but is dwarfed 
in the U.S. by the enormous Millennial group.
And these are particularly active consumers. 
They are already “consuming at five times 
the rate of their boomer parents in adjusted 
dollars,” writes Gronbach in The Age Curve. 
“If Generation Y continues to consume at 
their current level, they are going to set retail 
sales records. I am forecasting that their 
appetite for stuff will only grow as they age. 
They consumed more expensive toys than 
any generation in our nation’s history. Now 
they are moving on to the big stuff.” 

“Millennials represent tremendous economic 
clout, and a $1 trillion market,” says Ryan 
Pellet. “But to do business with them, you 
must deliver a superior service experience 
when, where, and how they like it.”

The Convergys research found that the 
emergence of these younger consumers is 
creating a “demographic divide” between 
Gen Y consumers and the Gen X and baby 
boomer groups. The preferences and 
attitudes that these new consumers bring 
to the marketplace differ in many ways 
from those of their older counterparts—and 
that promises to complicate matters for 
companies trying to deliver an effective 
customer experience. 

One striking difference: Gen Y consumers 
seem to feel relatively unscathed by the 
recession, which has so deeply affected the 
over-35 consumer. This may be because 
they do not have the historical experience 
that underscored the dramatic nature of the 
recession for so many other consumers—
such as the many years of prosperity that 
had come to seem like the norm for their 
elders. “It may also be because they tend to 
have less wealth and less to lose, compared 
to baby boomers who watched their 401(k)s 
and house prices decline rapidly,” says Pellet. 

In general, also, younger consumers appear 
to be less skeptical and critical about the 
companies with which they do business. For 

Employees: Ready to Serve

In Convergys’ research, surveyed customers point to factors such as 
“knowledgeable employees” and “addresses my needs on first contact” as 
being critical to a good experience—and that points to the importance of 
front-line employees in driving growth. 

“Employees need to be ready and able to serve customers well and provide 
a good experience,” says Andrea Ayers, president of Customer Management 
at Convergys. “So, companies need to look at systems and processes to 
ensure that customer information is easy to access, that employees are able 
to work efficiently, and that they are able to provide tailored interactions to 
key customer segments.” At the same time, she adds, companies may need 
to rethink traditional policies so that employees have the leeway to resolve 
customer issues quickly and accurately.

It’s also important to ensure that employees themselves are prepared. 
“Don’t under-spend on training,” writes Bruce Temkin, a customer-
experience blogger and Forrester Research vice president and principal 
analyst. “You can’t just change some business rules and processes and hope 
that customers will be treated better. Just about any change to customer 
experience requires some employees to change what they do and how 
they do it. ”A focus on the soft stuff can pay off, as well, because happy 
employees do in fact tend to lead to happy customers. In The Value Profit 
Chain, Harvard Business School researchers demonstrated that “employee 
value” produces “customer value,” which in turn drives company growth and 
profitability. And researchers at the Gallup organization have determined that 
“engaged employees are more productive, profitable, safer, create stronger 
customer relationships, and stay longer with their company than do less-
engaged employees.”

“While you can make some customers happy through brute force, you cannot 
sustain great customer experience unless your employees are bought in 
to what you’re doing and are aligned with the effort,” writes Temkin. “If 
employees have low morale, then getting them to ‘wow’ customers will be 
nearly impossible.”

In short, companies need to pay attention to the employee experience, 
as well as the customer experience. That means making sure processes 
are in place for gathering employee feedback and assessing the employee 
experience. Empowering employees often increases satisfaction and 
engagement: In Convergys’ research, more than three-quarters of employees 
would prefer to be able to resolve customer problems on their own, versus 
having someone else be responsible. Companies can also invest in education, 
talent management, and the careful targeting of services to their particular 
employee population. They may also need to examine the human resources 
function and help it become more focused on innovation and strategy. HR 
is often the key to creating new ways of delivering services to employees, 
implementing new approaches to learning and development, and developing 
new ways of creating satisfaction and engagement.
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ChArACTErISTICS MILLEnnIALS GEn X BABY BOOMErS

Age/Years Born1 6-29 
1981-2004

30-45 
1965-80

46-64 
1946-64

# in U.S. population1 86 million 66 million 76 million

Defining characteristics “Fit the product or ser-
vice to the customer— 
tailor it and they'll buy.… 
Consider them partners 
in the process.”2

“Brands, organizations, 
and institutions aren't 
automatically accepted. 
Trust must be earned, 
performance proven before 
acceptance occurs.”3

“Make my life easy. 
Save me some time. 
Don’t rip me off.”3

Defining technology Social media, “ambient 
conversations”

Internet, smartphones PCs

How the recession affected them Relatively unscathed due 
to age and lack of expe-
rience with recesssions

Limited job mobility; 
squeezed by generations 
on either end

Watched retirement 
savings and home 
prices decline

Believe companies don’t know what customers experience 34% 44% 52%

Believe companies don’t listen to or act on feedback 32% 38% 43%

Would remain loyal after a single bad experience 32% 27% 28%

Don’t report bad experiences 33% 25% 32%

Stopped doing business with a company after they had a bad 
experience with that company

34% 43% 40%

Wanted to stop doing business after a bad experience but 
couldn’t because of contract restrictions

17% 15% 14%

Recommend companies to friends or colleagues 62% 70% 72%

Make frequent purchases 47% 47% 45%

Don’t shop around 24% 29% 36%

More loyal to a company when customer service is 
perceived as being better than the competition’s

72% 80% 85%

More loyal to a company when products or services are 
better than the competition’s

78% 85% 88%

More loyal to a company that provides solutions specific to 
“my needs”

76% 84% 84%

More loyal to a company that is perceived to offer “good 
value for the money”

83% 86% 91%

Where “good value for the money” ranks as a key service 
attribute (as compared, for example, with “knowledgeable 
employees,” “treats me like a valued customer,” and 
“addresses my needs on first contact”)

#1 #4 #5

Changing demographics are bringing different preferences and attitudes to the marketplace. Companies will have to provide targeted 
experiences to three generations of consumers, paying special attention to Millennials (Gen Y)—a potentially huge market—which has a 
distinct view of channel usage, loyalty, and service.

The new Generation Gap

1  There is much debate over the start and end dates for all three generational groups.  
These dates and population estimates are drawn and averaged from a range of sources,  
most notably Pew Research Center and the U.S. Census Bureau.

2 Kenneth W. Gronbach, The Age Curve: How to Profit from the Coming Demographic Storm, 2008
3 Nilofer Merchant, CEO of Rubicon Consulting, writing in InformationWeek SMB

       Source for all other statistics in the table is: Convergys 2010 Customer Scorecard Series
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example, Millennials are more likely than 
the general consumer population to say 
that companies have a good understanding 
of what customers really experience (66 
percent versus 50 percent), and to say that 
companies listen to or act on customer 
feedback (68 percent versus 58 percent). 
Younger consumers are also more likely 
to report that the quality of service they 
received has improved over the past year. 

What they aren’t as likely to be is loyal. 
“This under-35 group is saying, ‘Companies 
understand me more, they listen to my 
feedback more, they satisfy me more, they 
are doing a better job with their service this 
year, versus last year—but, oh, by the way, 
we’re not staying loyal to anybody,’” says 
Pellet. In an age where customer loyalty 
is often elusive across the board, Gen Y 
consumers seem to be especially impatient 
and adept at agile, mercurial consumption. 

For example, some 68 percent of Millennials 
will leave after one bad experience, and 85 
percent will share the bad news with others. 
Tenure varies by industry, but among credit 
card companies, for example, customers age 
55 years and older are significantly more 
likely to be customers for three or more 
years, with up to 92 percent falling into that 
category. Customers between 35 and 44 are 
more likely to be customers for only one to 
two years. And customers younger than 35 
are significantly more likely to be customers 
for less than a year. Overall, the younger 
group is much less likely to be tenured with 
any company, regardless of the industry. 

Younger consumers also have distinct 
preferences when it comes to the channels 
used to interact with companies. Not 
surprisingly, they are more willing to 
take advantage of automated self-service 
channels, even as many recession-shocked 
older consumers have lessened their 
reliance (to some extent at least) on those 
channels and refocused their attention on 
live agents as a key to solving problems 
(see table, page 12). This points again to 
the importance of customer touchpoints or 
interfaces that blend human and technology-
based contacts and enable companies to 
serve both groups effectively. It also points 

to the need for continually increasing the 
sophistication in automated channels to stay 
in step with increasingly influential young 
consumers. “Millennials like multichannel 
automated options that ‘know’ them and can 
initiate ‘conversations’ about their issues 
and needs,” says Pellet. “Companies will 
need to be efficient in providing them with 
multichannel solutions that fit with their 
proclivity for shifting attention rapidly from 
one task to another. This requires intelligent 
self-service that is very high touch and 
uniquely personal.”

Although these younger customers are 
more comfortable with technology, they are 
far less receptive than older consumers to 
receiving proactive messages, such as alerts 
renewal reminders, and discounts. If they 
must receive these messages, they prefer 
automated channels such as text—and 
they tend to dislike email. Here again, the 
demographic divide complicates matters. 
“You’ve got an older population that’s more 
in favor of proactive communication, but 
less in favor of the technological means 
to deliver that communication,” says Mike 
Betzer, president of Relationship Technology 
Management at Convergys. “And then 
you’ve got a younger group that is less 
in favor of proactive communication, 
but that would prefer that it be highly 
automated. The demographic divide tends 
to pull companies in two directions, and to 
succeed, they will have to cover both. They 
will have to find the right balance to meet 
these varying needs.” 

Often, that will require an understanding 
of generational differences, but companies 
should not be blind to the commonalities 
that can reach across age groups, Betzer 
continues. “One of the things we’ve seen is 
the very high use of self-service channels 
across all generations among people 
maintaining their financial accounts online, 
for example. So we shouldn’t assume that 
just because someone is older, they’re 
always going to want to be serviced by a 
live agent. If you create the right experience 
and educate them in the right way, these 
consumers may be some of your most 
loyal online users,” he explains. “There is 
a tremendous opportunity to drive self-

Sitting on a park bench, a man wonders 
if his paycheck has “hit my account.” He 
dials into his bank’s voice self-service 
system and, after entering his account 
number and his PIN, he’s greeted by 
name. Based on his history, the system 
asks “Mark” if he’s calling to track a 
deposit. After the system confirms 
that the deposit has been made, it 
tells him that the bank has a new voice 
authentication program that’s intended 
to increase security and asks if he’d like 
to enroll in the program right away. Mark 
agrees and the system prompts him to 
create a voice password by speaking 
two phrases—”black coffee” and “rising 
tide”—into his phone. “The next time 
you call in,” the system tells him, his 
pronunciation of those two phrases will 
securely identify him to the system, 
making it easier—and safer—than ever 
to track deposits to his account.

Financial Services: 

Time for another cup   
of “black coffee”

MuLTIChAnnEL SErvICE SCEnArIO
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service in all age groups, and look for 
potential cost efficiencies with the lower-
cost channels across the generational 
divide, rather than having to attack 
generational groups separately in distinct 
pockets.” 

Pursuing the Opportunities

Customers have changed significantly over 
the past two years, and the relentless march 
of demographics is ensuring that they will 
continue to change in the coming years. 
Keeping up with it all will be a tall order.

Companies will have to employ nimble 
customer experience models that can 

adapt to the expectations of post-recession 
customers while, at the same time, dealing 
with the dichotomies of the demographic 
divide. And they will have to work on 
many fronts to meet the varying needs 
of different customer segments. For 
example, the research clearly points to an 
opportunity to improve the ability to listen 
to and resolve customer problems—which 
is key for retaining customers who are 
increasingly willing to provide feedback to 
companies. 

Companies can also improve their ability 
to understand customers and use analytics 
to develop a customer-oriented, “outside-
in” view of what customers want and what 
they experience. This view is necessary to 
create the right value propositions—that 
is, the total experience—for critical 
customer segments, and to keeping those 
value propositions in sync with evolving 
customer attitudes. Using this view to 
get the experience right—each and every 
time—will be critical in an era of agile, fickle 
customers. 

This view can also be used to put more 
intelligence into customer-facing channels. 
That means integrating vital customer 
information into whatever channel the 
customer chooses—Web, email, mobile—to 
deliver a targeted experience tailored to 
customer segments and even individual 
customers—consistently and cost-
effectively. 

Companies also have the opportunity to 
use the contact center more strategically, 
as a focal point for combining people and 
technology in order to provide service to 
increasingly demanding customers and to 
deliver the right customer experience to an 
evolving customer base. “Consumers are 
changing, but one thing that still holds true 
is the importance of customer experience,” 
says Andrea Ayers. “Customer experience 
is tied to business benefits that range from 
customer satisfaction to increased revenue. 
It’s important in keeping customers, and 
that’s true whether we’re in a recession 
or in an upturn, and it’s going to be very 
important to growth in the coming months 
and years.” 

Companies will have to employ 

nimble customer experience models 

that adapt to customer expectations 

while dealing with the dichotomies 

of the demographic divide.

Key Points: Ready for Growth

As companies renew their focus on 
growth, they will have to tailor the 
customer experience to consumer 
attitudes that are being reshaped by 
evolving economic and demographic 
factors. Convergys research finds that: 

•  Because of the recession, customers 
are more interested in value, which 
needs to encompass both price and 
the overall customer experience.

 •   Customers see the level and quality of 
the service they receive as essentially 
unchanged from 2008, but they 
appear to be less happy with that 
level of service.

•  Customers are more likely to register 
complaints with companies when they 
have issues to resolve—but too often, 
those complaints are go unanswered, 
which often results in attrition.

•  Silent attrition continues to be a 
problem, as customers defect without 
complaining or giving companies an 
opportunity to retain them.

•  Many companies face a looming 
attrition problem among unhappy 

customers who are stuck in 
contracts.

•  While customers are very likely 
to leave as the result of a bad 
experience, in a number of industries 
they are also quite open to win-back 
efforts.

•   Loyalty is granted only on a case-by-
case basis, making it more important 
than ever to get each interaction right.

•   Acceptance of automated channels 
is growing, but there is a strong 
undercurrent of customers who want 
to connect with a live multichannel 
agent when they run into problems.

•  Younger customers tend to be less 
critical of companies’ customer 
experience efforts, compared to older 
consumers. But they also tend to be 
less loyal.

•  Companies will have to manage 
a growing demographic divide if 
they are to succeed with emerging 
Millennial consumers as well as  
their older boomer and Gen X 
counterparts. 
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Channel Preference rankings

18-34 35-54 55-74

Using an automated phone system 
where you could “speak” your answers

Using an automated phone system where you could only
 “press/use the phone keypad” to enter your answers

Through email

Using a company website without any support from a
 customer service representative using a “live chat” function

Using a company website with support from a customer
 service representative using a “live chat” function

Speaking with a CSR

Live chat with CSR through website

Email with a response

Company website

Speech-activated phone menu

Automated keypad or touch-tone phone menu

To inform of excessive
 usage or suspicious activity

Offer special discounts

Inform about product/
service upgrades

To ask for feedback
 about the service

Payment or renewal
 deadline reminder

An email

A phone call from a customer
 service representative

A letter or postcard

A call from an automated
 phone system

A notice on a social
 media website

A text message

What Channels Do Customer Use?

Channel Preference Ranking
Overall Bradley Terry Scores, by age group

When Should Companies
Proactively Contact Customers?

What Contact Methods Are Acceptable?
Method to Contact Proactively % mentioned

0% 10% 20% 30% 40% 50% 60% 70%

0% 10% 20% 30% 40% 50% 60% 70%

0% 10% 20% 30% 40% 50% 60% 70%

0% 10% 20% 30% 40% 50% 60% 80%70%
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40%

67%

66%

50%

52%

41%

78%

54%

19%

49%

16%

5%

8%

59%

Consumers are increasingly willing to use automated channels in their interactions with companies, but live customer service 
representatives are still preferred by most.

Source: Convergys 2010 Customer Scorecard Series
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Among automated channels, while Web chat is increasingly popular, consumers report that they have used phone-based systems 
most often.

18-34 35-54 55-74

Using an automated phone system 
where you could “speak” your answers

Using an automated phone system where you could only
 “press/use the phone keypad” to enter your answers

Through email

Using a company website without any support from a
 customer service representative using a “live chat” function

Using a company website with support from a customer
 service representative using a “live chat” function

Speaking with a CSR

Live chat with CSR through website

Email with a response

Company website

Speech-activated phone menu

Automated keypad or touch-tone phone menu

To inform of excessive
 usage or suspicious activity

Offer special discounts

Inform about product/
service upgrades

To ask for feedback
 about the service

Payment or renewal
 deadline reminder

An email

A phone call from a customer
 service representative

A letter or postcard

A call from an automated
 phone system

A notice on a social
 media website

A text message

What Channels Do Customer Use?

Channel Preference Ranking
Overall Bradley Terry Scores, by age group

When Should Companies
Proactively Contact Customers?

What Contact Methods Are Acceptable?
Method to Contact Proactively % mentioned
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66%

50%

52%
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Proactive Contact Contact Methods
Customers are most likely to accept outbound communications 
that either flag problems or alert them to special offers.

When receiving proactive messages from companies, most 
consumers still prefer email or phone channels.
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Bridging the Demographic Divide

How to meet the diverging needs of today’s demanding demographic groups
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Many executives recognize that customer 
experience has become critical to reaching 
and keeping customers and, ultimately, 
to profitable growth. But delivering the 
right experience, cost-effectively and 
consistently, is often easier said than done.

As any marketer knows, customers today 
are not a monolithic group. To provide a 
good customer experience, companies 
need to understand the attitudes and 
behaviors of different segments and tailor 
their interactions accordingly. What’s 
more, they need to understand how those 
customers are changing along demographic 
fault lines. 

To do this, companies need to assess  
evolving differences across gender and 
income. But more important, they also need 
to stay on top of a fundamental and far-
reaching demographic shift: the emergence 
of Gen Y, or the millennials, as a major 
force in consumer markets. “Generations, 
like people, have personalities, and 
millennials…have begun to forge theirs: 
confident, self-expressive, liberal, upbeat, 
and open to change,” notes a recent report 
from the Pew Research Center. 

To help companies understand these 
changing demographics—and what they 
mean to the customer experience—
Convergys’ 2010 Customer Scorecard 
research examined a range of customer 
preferences and attitudes. This research 
found that age, gender, and income have an 

impact on consumers’ view of companies—
and that the millennial generation is indeed 
bringing its own distinct personality to the 
marketplace. These younger consumers 
are a large and tech-savvy group, and 
they tend to be impatient with service and 
service channels that don’t mirror their 
distinct preferences. And as they enter the 
consumer mainstream, companies will have 
to refocus the customer experience to meet 
their needs. 

Doing so will require balance, because older 
consumers will continue to require different 
approaches. “Today’s largest demographic 
segments are moving further apart in terms 
of their priorities for customer experiences, 
their reactions to bad experiences, and 
their preferred service channels,” says 
Jim Boyce, president of Global Sales and 
Services at Convergys. “To bridge these 
deepening demographic divides, companies 
will need to provide differentiated service 
designed for the still-significant numbers of 
Gen X and baby boomer customers, while 
courting the growing ranks of millennial 
customers.”

The challenges are significant, Boyce adds, 
“but there are tremendous opportunities 
for companies that can meet the changing 
needs and expectations of a varied 
consumer population. With nimble, focused 
customer-experience strategies, companies 
can provide these different types of 
customers with the right experience at the 
right time.” 

How to meet the diverging needs of today’s demanding demographic groups

Bridging the Demographic Divide

A new generation of 

consumers is bringing 

different expectations to 

the market and making 

customer experience more 

important than ever. 
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The Millennial Potential

In a very real sense, millennials represent 
the future for many companies. As a result, 
executives are increasingly interested in 
reaching them, even though many millennials 
are not yet mainstream consumers. 

The reason, to a great extent, lies in some 
simple but compelling math. Consumer 
purchasing peaks at age 50, which means 
that baby boomer buying is on the decline, 
according to Kenneth W. Gronbach, author 
of The Age Curve: How to Profit from the 
Coming Demographic Storm. Gen X is next 
in line, but it is dwarfed in the U.S. by the 
significantly larger millennial group. And 
these millennials are particularly active 
consumers. They are already “consuming at 
five times the rate of their boomer parents 
in adjusted dollars,” writes Gronbach. “If 
Generation Y continues to consume at their 
current level, they are going to set retail 
sales records. I am forecasting that their 
appetite for stuff will only grow as they 
age. They consumed more expensive toys 
than any generation in our nation’s history. 
Now they are moving on to the big stuff.”

Millennials are not just outspending 
Gen Xers and baby boomers in many 
segments of the market. In the Convergys 
research, they also indicate that they are 
more likely to increase spending and are 
the most optimistic about their financial 
future, compared to Gen X and boomer 
consumers. That view was reflected 
in consumers’ reasons for contacting 
companies, as researchers found that 
millennials are 28 percent more likely 
than their older counterparts to contact a 
company to make a purchase, as opposed 
to having a service request. 

In a study conducted by the Pew Research 
Center, many millennials reported that 
they currently don’t earn enough money 
to live the way they want—but 88 percent 
of them think they will earn enough in 
the future, compared to just 46 percent 
of baby boomers. The study also found 
that “today’s employed young people 
are actually somewhat more optimistic 
about their economic future than Gen 

Xers were when they were young.” These 
young people are likely to be well-informed 
consumers, the center reports: “Millennials 
are on course to become the most 
educated generation in American history, 
a trend driven largely by the demands of a 
modern knowledge-based economy….”

“Millennials represent tremendous 
economic clout, and a $1 trillion market,” 
says Ryan Pellet, vice president of Global 
Consulting at Convergys. “But to do 
business with them, you must deliver a 
superior service experience when, where, 
and how they like it.” With their optimism, 
willingness to purchase, and sheer size 
as a group, millennials offer a significant 
opportunity to companies that can deliver.

Assessing the Demographic 
Divide

The recent recession has clearly had an 
impact on the attitudes of consumers in 

Millennials are not just outspend-

ing Gen Xers and baby boomers in 

many segments, they also indicate 

that they are more likely to increase 

that spending and are the most 

optimistic of the three groups 

about their financial future.

When Should Companies Proactively Contact Customers?

An email

A phone call from a customer
 service representative

A letter or postcard

A call from an automated
 phone system

A notice on a social
 media website

A text message

What Contact Methods Are Acceptable?

To inform of excessive usage
 or suspicious activity

To offer special discounts

To inform about product
/service upgrades

To ask for feedback
 about the service

Payment or renewal
 deadline reminders

0% 10% 20% 30% 40% 50% 60% 80%70%
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Millennials Gen X Baby Boomers

78%

50%

25%

37%

26%

8%

80%

51%

23%

47%

17%

7%

79%

56%

14%

57%

9%

2%

60%

60%

36%

45%

43%

66%

68%

47%

51%

39%

73%

70%

61%

58%

40%

While baby boomers are generally more receptive than either millennials or  
Gen Xers to proactive contact from companies, millennials prefer that this contact 
be electronic (posting higher acceptance of text messages, social media notices, 
and automated phone calls), while boomers prefer personal calls or snail mail.

When Companies Get in Touch

Source: Convergys 2010 Customer Scorecard Series
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CHARACTERISTICS MILLENNIALS GEN X BABY BOOMERS

Age/Years born1 6-29 
1981-2004

30-45 
1965-80

46-64 
1946-64

# in U.S. population1 86 million 66 million 76 million

Defining characteristics “Fit the product or ser-
vice to the customer— 
tailor it and they'll buy.… 
Consider them partners 
in the process.”2

“Brands, organizations, 
and institutions aren't 
automatically accepted. 
Trust must be earned, 
performance proven before 
acceptance occurs.”3

“Make my life easy. 
Save me some time. 
Don’t rip me off.”3

Defining technology Social media, “ambient 
conversations”

Internet, smartphones PCs

How the recession affected them Relatively unscathed due 
to age and lack of expe-
rience with recesssions

Limited job mobility; 
squeezed by generations 
on either end

Watched retirement 
savings and home 
prices decline

Believe companies don’t know what customers experience 34% 44% 52%

Believe companies don’t listen to or act on feedback 32% 38% 43%

Would remain loyal after a single bad experience 32% 27% 28%

Don’t report bad experiences 33% 25% 32%

Use social media to tell friends and colleagues about  
bad experiences

18% 13% 8%

Stopped doing business with a company after they had a  
bad experience with that company

34% 43% 40%

Wanted to stop doing business after a bad experience  
but couldn’t because of contract restrictions

17% 15% 14%

Recommend companies to friends or colleagues 62% 70% 72%

Would like to use social media for customer service 47% 35% 20%

Define loyalty as making frequent purchases 47% 47% 45%

Define loyalty as not shopping the competition 24% 29% 36%

More loyal to a company when customer service is 
perceived as being better than the competition’s

72% 80% 85%

More loyal to a company that is perceived to offer  
“good value for the money”

83% 86% 91%

Where “good value for the money” ranks as a  
key service attribute

 #1  #4 #5

Where “addresses needs on first contact” ranks as a  
key service attribute

 #4   #1 #1

Changing demographics are bringing different preferences and attitudes to the marketplace. Companies will have to provide targeted 
experiences to three generations of consumers, paying special attention to millennials (Gen Y)—a potentially huge market that has a distinct 
view of channel usage, loyalty, and service.

The New Generation Gap

1  There is much debate over the start and end dates for all three generational groups.  
These dates and population estimates are drawn and averaged from a range of sources,  
most notably Pew Research Center and the U.S. Census Bureau.

2 Kenneth W. Gronbach, The Age Curve: How to Profit from the Coming Demographic Storm, 2008
3 Nilofer Merchant, CEO of Rubicon Consulting, writing in InformationWeek SMB

       Source for all other statistics in the table is: Convergys 2010 Customer Scorecard Series
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general, but Gen Y consumers seem to feel 
relatively unscathed by it all. This may be 
because the troubled economic climate has 
not seemed especially unusual to them. That 
is, they do not have the historical experience 
that underscored the dramatic nature of the 
recession for so many other consumers—
such as the many years of prosperity that 
had come to seem like the norm for their 
elders. “It may also be because they tend to 
have less wealth and less to lose, compared 
to baby boomers who watched their 401(k)s 
and house prices decline rapidly,” says Pellet.

The Convergys research found that in the 
wake of the recession, consumers in general 
report more bad experiences and are more 
likely to complain to companies. But younger 
consumers appear to be less skeptical and 
critical about the companies with which they 
do business, compared to older consumers. 
For example, millennials are more likely than 
the general consumer population to say 
that companies have a good understanding 
of what customers really experience (66 
percent versus 50 percent), and to say that 
companies listen to or act on customer 
feedback (68 percent versus 58 percent). 
Younger consumers are also 30 percent 
more likely than Gen X consumers to report 
that the quality of service they received has 
improved over the past year, and 67 percent 
more likely than baby boomers to say so. 

What younger consumers aren’t likely to be 
is loyal. In general, consumers today say 
that they will stay with a company as long 
as they are satisfied with the service, but 
many will leave without hesitation when 
they are disappointed or frustrated—and 
millennials are no exception. “This group is 
saying, ‘Companies understand me more, 
they listen to my feedback more, they 
satisfy me more, they are doing a better 
job with their service this year versus last 
year—but, oh, by the way, we’re not staying 
loyal to anybody,’” says Pellet. In an age 
where customer loyalty is often elusive 
across the board, Gen Y consumers seem 
to be especially impatient and adept at 
switching from one company to the next. 
Today, loyalty is forged one positive and 
successful interaction at a time, and there 
is little room for error. 

Gen X consumers are the least patient with 
poor service, followed by baby boomers. 
Still, about one-third of millennials will leave 
after one bad experience, and more than 
three-quarters will share the bad news with 
others. (Baby boomers and Gen X consumers 
are even less patient.) Tenure varies by 
industry, but among credit card companies, 
for example, customers age 55 and older 
are significantly more likely to be customers 
for three or more years, with up to 92 
percent falling into that category. Customers 
between 35 and 44 are more likely to be 
customers for only one to two years. And 
customers younger than 35 are significantly 
more likely to be customers for less than 
a year. Overall, the younger group is much 
less likely to be tenured with any company, 
regardless of the industry. 

The good news is that millennials are often 
willing to give companies a second chance. 
Perhaps in keeping with their less critical 
view of companies, they are considerably 
more likely than older consumers to 
consider a win-back offer after defecting 
from a company. A full 40 percent of 
millennials will do so, compared to 16 
percent of Gen X and just 4 percent of baby 
boomer consumers.

Multigenerational, Multichannel

In shaping the customer experience, one of 
the key challenges—and one of the areas of 
great opportunity—is the growing number 
of channels that customers use to interact 
with companies. Not surprisingly, the 
Convergys research found this to be an area 
where generational differences are often 
pronounced. 

Across all age groups, the most preferred 
channel is still live phone conversations, 
especially when consumers want quick, 
first-contact resolution to a problem. All age 
groups also show an increased willingness 
to use automated channels—but, as one 
might expect, younger consumers are on 
the leading edge of that trend. Compared to 
older consumers, millennials are 67 percent 
more likely to have used an automated 
phone system, 40 percent more likely to 
have used live Web chat, and 20 percent 

Prompted by a text message, a college 
student realizes he’s exceeded his 
minutes and decides he’d better call his 
father to let him know. But before he 
can make the call, the dad receives a 
text message notification. He calls the 
phone company to see what it would 
cost to increase his son’s minutes. 
Connected to a voice self-service system, 
he’s greeted by name and, because the 
system recognizes him as a high-value 
customer, he’s presented with a range 
of personalized, custom options and 
benefits. When he decides to upgrade 
not only his son’s minutes but also his 
own phone, he’s able to see the phones 
on his smartphone screen and narrow 
his choices. Finally he’s connected to 
a customer service representative to 
complete the order. The dad takes the 
representative’s suggestion, chooses 
the “coolest” phone, and, the transaction 
completed, texts his son with the news. 
“Boy, that was easy,” his son exclaims. 

Telecom: 

“Which phone would   
my kid think is cool?”

MuLTICHANNEL SERvICE SCENARIO
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more likely to have used email in recent 
interactions with companies. 

Looking at social media, relatively few 
consumers are currently using channels 
such as Facebook or Twitter for service 
communications with companies. However, 
millennials are 106 percent more likely 
than older consumers to have already used 
social media to interact with a company, 
which suggests that future usage will be 
significant. 

In general, millennials, and to some extent 
Gen Xers, are fueling demand for an array 
of “evolutionary” service channels, such as 
smartphone applications, text messaging, 
and social media networks, all working in 
concert. Many younger consumers have 
already used these channels, and many more 
are ready to once companies prove they 

are reliable for engagement and resolution. 
“Companies will need to be efficient in 
providing millennials with multichannel 
solutions that fit with their proclivity for 
shifting attention rapidly from one task to 
another,” says Pellet. 

But giving millennials what they want 
does not exclusively mean high-tech and 
automation. Although younger consumers 
indicate a preference for automated 
self-service channels, they are less likely 
to actually use them, perhaps because 
many systems don’t deliver a satisfactory 
experience. Nearly half still prefer live 
phone conversations when seeking 
resolution to an issue. And when they 
receive an automated call from a company, 
they are far more likely to want to be able 
to press a key to transfer to a live agent. 
Seventy-seven percent of millennials say 
they want that ability, as opposed to just 54 
percent of boomers. “Younger consumers 
are interested in automated self-service 
channels, preferring to avoid live phone 
conversations, if and where possible,” 
says Mike Betzer, president of Relationship 
Technology Management at Convergys. 
“But they also want ready access to that live 
agent when they need further assistance.” 
Going forward, this points to the growing 
importance of creating customer touch 
points or interfaces that blend human and 
technology-based contacts. 

Some Differences, Some 
Similarities

The ability to use electronic channels to 
deliver automated, proactive messages, 
such as account alerts, renewal reminders, 
and discounts, is becoming increasingly 
important in providing service. For 
customers, such messages offer convenience 
and the opportunity to head off problems, 
such as overdrafts or late fees. And for 
companies, they help keep costs down by 
reducing the number of incoming calls. 

Surprisingly, tech-savvy younger customers 
are less receptive than older consumers to 
receiving proactive messages (see chart, 
page 3). This is one of those areas where the 
demographic divide complicates matters. 

Service has not improved
 in the last year

Have had a recent
 bad experience 

Reported that bad
 experience to the company

Stopped doing business
 after the bad experience

Told friends and colleagues
 about that bad experience

Women (Yes/No) Men (Yes/No)

20%

80%

38%62%

56%44%

56%44%

18%

82%

23%

77%

60%
40%

60%
40%

31%
69%

22%

78%

While men are more likely than women to report bad experiences to companies (though 
less likely to have had those bad experiences), women are more likely to report their bad 
experiences to friends and colleagues. 

The Gender Gap

The more education a consumer 

has, the more likely he or she is 

to use electronic channels. This 

trend is similar for household 

income, with more affluent, 

older consumers being more 

likely to use such channels. 

Source: Convergys 2010 Customer Scorecard Series
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“You’ve got an older population that’s more 
in favor of proactive communication, but 
less in favor of automated delivery of that 
communication,” says Betzer. “And then 
you’ve got a younger group that is less in 
favor of proactive communication, but that 
would prefer that it be highly automated. 
The demographic divide tends to pull 
companies in two directions, and to succeed, 
they will have to cover both. They will have to 
find the right balance to meet these varying 
needs.” Companies will need to develop 
a clear understanding of which channels 
specific customers prefer, and what content 
they find it acceptable to receive in those 
channels. Otherwise, proactive messages 
may irritate, rather than please, customers. 

The effective use of channels will require an 
understanding of generational differences, 
but companies should not be blind to 
the commonalities that can reach across 
age groups, Betzer continues. “One of 
the things we’ve seen is the very high 
use of self-service channels across all 
generations—among people maintaining 
their financial accounts online, for example. 
So we shouldn’t assume that just because 
someone is older, they’re always going to 
want to be serviced by a live agent. If you 
create the right experience and educate 
them in the right way, these consumers 
may be some of your most loyal online 
users,” he explains. “There is a tremendous 
opportunity to drive self-service in all 
age groups and look for potential cost 
efficiencies with the lower-cost channels 
across the generational divide, rather than 
having to address generational groups 
separately in distinct pockets.”

The Convergys research uncovered some 
interesting trends along those lines. For 
example, the more education a consumer 
has, the more likely he or she is to use 
electronic channels. Survey respondents 
who have a college degree or who have done 
postgraduate work are 41 percent more 
likely to use live Web chat, 38 percent more 
likely to use a self-service website, and 40 
percent more likely to correspond by email, 
compared to the general survey population. 
This trend is similar for household income, 
with more affluent, older consumers being 

more likely to use such channels. When 
it comes to channel usage, educated, 
wealthier boomers and seniors are moving 
into electronic communication just as 
aggressively as millennials. 

Bridging the Gap

These findings suggest several strategies 
that companies can consider as they design 
interactions and experiences for customers. 
Often, today’s technologies and techniques 
make it possible to serve younger and 
older consumers well and to essentially 
have the best of both worlds. For example, 
companies can:

Create “individualized” interactions. 
Companies need to serve different 
demographic groups—and even meet 
varying needs within those groups. To do 
so, they can use analytics to take a more 

granular, dynamic approach to customers. 
They can shape interactions based on 
the individual customer’s history and 
specific situation, in real time, to serve 
a “market of one” with unique, targeted 
experiences. This helps ensure that they 
can simultaneously provide the right 
experience to millennial, Gen X, and baby 
boomer consumers. 

Offer intelligent self-service. 
Companies can incorporate customer 
intelligence into electronic channels, such 
as IVR, to help make interactions “warmer” 
and more closely targeted to the individual. 
“Millennials like multichannel automated 
options that ‘know’ them and can initiate 
‘conversations’ about their issues and 
needs,” says Pellet. “This requires intelligent 
self-service that is very high touch and 
uniquely personal.” In addition, analytics 
can be used to monitor interactions and flag 

He Said, She Said

The 2010 Convergys research found a 
number of differences in the consumer 
attitudes and behaviors of men and 
women. For example, women are 15 
percent more likely than men to use an 
automated phone system to contact a 
company for customer service, and 18 
percent more likely to use social media 
to do so. Men, on the other hand, are 27 
percent more likely to use smartphone 
applications for service. 

Meanwhile, women are more likely to say 
service has gotten worse in the past year, 
more likely to have had a bad experience 
with a company, and more likely to tell 
friends and colleagues about their bad 
experiences (see chart, page 6). 

Previous Convergys research uncovered a 
phenomenon known as “silent attrition”: 
When customers have a bad experience, 
a significant number of them will not 
report it to the company but will simply 
leave silently, without complaint. The 

2010 research found that silent attrition 
is significantly more common among 
women. “While women in the survey were 
more likely than men to say that they’ve 
had a bad experience, they are also 
about 10 percent less likely to report 
it to the company,” says Ryan Pellet, 
vice president of Global Consulting 
at Convergys. “And they’re about 10 
percent more likely to defect after having 
such an experience.”

“Companies may want to consider 
proactive retention programs to help 
stem this kind of silent attrition, 
especially among women,” Pellet 
continues. The research shows that 
such efforts are likely to pay off. If the 
customer experience is right, women 
are more likely than men to demonstrate 
loyalty in ways that companies hope, 
such as making frequent purchases, 
participating in loyalty programs, and 
spreading positive word-of-mouth to 
friends and colleagues.
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Key Points: Differentiated Service

Companies working to deliver a good 
customer experience need to consider 
how demographic factors, such as income 
and gender, affect consumer attitudes. 
In particular, they need to focus on the 
growing demographic divide between 
millennial customers and their Gen X and 
baby boomer counterparts and provide 
differentiated service to each group. 
Convergys research finds that: 

•  Millennial consumers are less skeptical 
and critical about companies, and 
more likely to say that companies have 
a good understanding of the customer 
experience. In many industries, they 
are likely to be spending the most, 
and to be increasing spending in the 
upcoming year. 

•  Women are more likely than men to 
say service has gotten worse in the 
past year, more likely to have had a 
bad experience with a company, and 
more likely to defect “silently,” without 
reporting a problem to the company.

•  Women are more likely than men to 
demonstrate loyalty through growth-

driving behaviors such as making 
more frequent purchases.

•  Younger consumers are not especially 
loyal and are quite likely to defect 
after a bad experience—but they are 
more open than older consumers to 
companies’ win-back efforts.

•  For consumers of all ages, live-
agent phone conversations are still 
the preferred contact channel, but 
there is a growing willingness to use 
automated channels.

•  Despite their comfort with 
technology, millennials are more 
likely than older consumers to 
value easy access to live agents in 
automated channels—and they are 
less receptive to proactive customer 
care messages. 

•  Millennials are most likely to use 
electronic channels—but older 
consumers who have more education 
or higher income show similarly 
aggressive adoption and preference 
for these channels. 

problems in automated channels and to 
drive continuous improvement. In general, 
intelligent self-service not only provides a 
better customer experience, it also helps 
contain customers in those cost-effective 
channels and supports the multichannel 
consistency that is important across 
demographic groups. 

Balance high tech and high touch. Even 
as automation plays a growing role in 
segmented care, consumers of all ages 
continue to value ready access to live 
agents. Having multichannel agents 
available to help customers in any channel, 
and being able to seamlessly blend 
agents and technologies through tools 
such as Web chat, will be key to bridging 
the demographic divide. So too will be 
the ability to equip agents with tools and 
knowledge to serve customers efficiently.

“Companies need to understand the 
changing demographics of the customer 
base—and especially what the rise of the 
millennial consumer will mean to their 
business,” says Convergys’ Jim Boyce. “With 
this insight, they can position themselves 
to succeed with customers today, while 
preparing for tomorrow’s consumers—
consumers who will undoubtedly expect 
a great deal more from the customer 
experience.”
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Businesses have long recognized that 
long-term customers are more profitable 
and that keeping them is less expensive 
than acquiring new ones. In fact, Convergys 
research has found that across industries, 
a 1 percent increase in customer retention 
drives a 4 percent increase in profitability. 
But in many industries it can take months 
or years for a new customer to become 
profitable, as the revenue the new 
customer produces gradually offsets the 
cost of acquisition. It takes time to achieve 
profitability—and loyalty is the key to 
buying that time.

However, as executives know, creating 
customer loyalty is no simple matter 
these days. For years, customers have 
enjoyed greater choice and control, and 
their expectations have continued to 
grow, raising the bar on service. All of 
this is complicated by the impact of the 
recent recession, which has changed the 
way consumers think about companies 
and the customer experience, according 
to recent Convergys research. This 
research—the Convergys 2010 Customer 
Scorecard study—found that post-recession 
customers are more likely than pre-
recession customers to say they have had a 
bad experience and more likely to contact a 
company to complain about it. 

That new attitude is not likely to fade 
soon. According to a recent Nielsen 
study, “many consumers plan to hold on 
to their thrifty recessionary habits…. The 

tactics and cutbacks consumers adopted 
for the recession may be here to stay for 
many European, Pacific, and American 
consumers.”

All these changes are significant. But 
looking even deeper, the Convergys 
research also found that the way customers 
think about loyalty is fundamentally 
different now—that even loyal customers 
can be more fickle and less forgiving 
than they once were. “Executives need to 
understand this new view of loyalty and the 
way customers require them to perform 
well and perform consistently,” says Jim 
Boyce, president, Global Sales and Services 
at Convergys. “They need to think of loyalty 
not as a program, but rather as a product 
of the whole customer experience. And 
they need to focus resources on the things 
that really drive loyalty today.”

“Loyalty can be fleeting, and fostering it is 
a process—it can’t just be introduced out 
of thin air,” says Shaun Smith, founder of 
the Smith+co consulting firm and co-author 
of Managing the Customer Experience. 
“Loyalty needs to be built in a systematic, 
deliberate fashion. It must be consciously 
designed and created.” 

Hard to Get, Easy to Lose

To understand these evolving perspectives, 
the Convergys research looked at how 
customers express their loyalty. When 
they are asked, customers will often say 

How companies can profit by tapping into changing customer perspectives

Understanding—and Nurturing—the New Loyalty

Loyalty is changing—but 

it’s still critical. To stay 

close to customers, 

companies need 

to build day-to-day 

interactions into long-

term relationships—and 

leverage pockets of 

intense customer loyalty.
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that they regard themselves as loyal—but 
the findings show that this stated loyalty 
does not translate into the sorts of actions 
that companies traditionally expect. While 
68 percent of loyal customers are likely 
to recommend a company’s products or 
services to others, for example, only 46 
percent make more frequent purchases 
and only 34 percent participate in loyalty 
programs. What’s more, these 2010 figures 
represent a steep decline from Convergys’ 
2008 consumer research.

Traditionally, a core element of loyalty has 
been a customer’s willingness to stick with 
a company and forgive a bad experience. 
However, only 29 percent of the consumers 
who consider themselves to be loyal say 
they would do so. That’s a low enough 
percentage, but in the face of actual bad 
experiences, even many of these customers 
tend to forget their good intentions. Overall, 
only 10 percent of this group continue to 
define themselves as being loyal after a 
single bad experience—meaning that 90 
percent are willing to entertain competitive 
offers and even defect.

The reality is that customers will stay loyal 
for as long as they are satisfied with their 
most recent experience—and no longer. 
In short, consumers today view loyalty as 
something granted on a case-by-case basis. 
It is developed at each interaction, at each 
touch point—be it self-service, automated 
phone system, or customer service agent—
and every interaction has to be successful 
and satisfying. “We don’t know how many 
good interactions it takes to build loyalty, 
but we know that just one bad experience 
will end it,” says Ryan Pellet, vice president 
of Applied Customer Experience Analytics 
at Convergys. “As in show business, you’re 
only as good as your last performance as 
far as the customer is concerned.”

This new reality is echoed by authors 
and consumer-trends forecasters Paul 
Flatters and Michael Wilmott. Writing in 
the Harvard Business Review, they talk 
about “mercurial consumption.” They 
point out that consumers in recent years 
have become “agile” shoppers who could 
“instantly find a profusion of brands or 

products to meet their needs but would 
just as quickly abandon any choices that 
somehow fell short.” 

Meanwhile, customers are quite willing to 
complain when they have a problem—and 
the way their complaints are handled can 
have a powerful impact on loyalty. The 
research found that 66 percent of the time, 
customers will tell a company when they 
have a bad experience, up from 58 percent 
in 2008. If a customer talks to a company 
about their bad experience but sees no 
action from the company, their chances 
of leaving increase by 38 percent, as 
compared to consumers who don’t mention 
their bad experiences. “The worst thing is 
to simply not respond to complaints—that 
leads to high levels of attrition,” says Pellet. 
“The next worst is to respond but fail to 
resolve the problem. When you do resolve 
the problem, you bring attrition down 
significantly. So it’s important to both listen 
and act.” 

Customers are quite willing to 

complain when they have a 

problem—and the way their 

complaints are handled can 

have a powerful impact 

on loyalty.

Customers often describe themselves as loyal, but a sense of loyalty is less and 
less likely to translate into behavior that boosts the bottom line. 

Demonstrating Loyalty

Recommend to a friend or colleague

Make frequent purchases

Provide feedback for improvements

Participate in loyalty programs

Don’t shop the competition

Stay on top of offerings

Will forgive one bad experience
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Source: 2010 Convergys Scorecard Series Research
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The Silver Lining: Super Loyalists

The changing nature of customer loyalty 
presents significant challenges, but as is so 
often the case, change brings opportunity as 
well. Customers are not a monolithic, single-
minded group. When the Convergys research 
looked more closely at their responses, it 
became clear that there is a spectrum of 
customer loyalty, running from the distinctly 
non-loyal to the very highly loyal. 

As one might expect, customers on the 
lower end of the spectrum tend to be low-
value, fickle, and critical. In the middle, 
customers have varying degrees of loyalty 
and value. And those on the high end of 
the spectrum can be considered “Super 
Loyalists.” This group, which makes up 
about 15 percent of the surveyed population, 
does in fact behave the way that companies 
would traditionally expect loyal customers 
to behave. They tend to make more frequent 
purchases of a company’s products or 

services, recommend the company to 
friends and family, and avoid shopping at 
competitor companies. 

All in all, this group of Super Loyalists 
exhibits the kind of loyalty behavior 
associated with greater revenues and 
profitability. Compared to the other 85 
percent of consumers, they are 22 percent 
more likely to purchase bundled products, 
28 percent more likely to anticipate 
increased spending with the company in the 
near future, and 25 percent more receptive 
to information about new or upgraded 
products. What’s more, they tend to be 
affluent and are 35 percent more likely than 
the other groups to have household incomes 
of more than $100,000. Overall, these 
customers are advocates for the company.

With a deeper understanding of these 
loyalty subgroups, companies can create 
differentiated loyalty strategies that tailor 
interactions and investments to each 
segment. For customers on the upper end 
of the loyalty spectrum, companies may 
want to provide high levels of service, 
special handling, and focused sales. With the 
middle group, companies may benefit from 
proactive efforts to increase satisfaction 
and loyalty, because that group is already 
demonstrating that it is interested in 
the company. And on the low end of the 
spectrum, companies can do more than 
simply “fire the customer.” Instead, they can 
provide adequate service and guide these 
customers to the right channels and the 
most appropriate agents, be they onshore or 
offshore. This will enable companies to hold 
on to that revenue without over-investing 
in that group at the same time that they 
continuously monitor these customers to 
identify those who might be nurtured and 
moved into the higher-loyalty groups.

Loyalty and Live Agents

Customers now contact companies 
through a growing number of channels. 
This expansion of channels has tended to 
be viewed as a way to control costs and 
increase convenience, but today, channel 
strategies play a growing role in driving 
satisfaction and, ultimately, loyalty. Different 

About 15 percent of

consumers are actually 

“Super Loyalists” who make 

more frequent purchases, 

recommend the company  

to friends and family,  

and avoid shopping at  

competitor companies.

Satisfaction = Effort = Loyalty

Customers see satisfaction and ease of working with a company as more or less 
interchangeable—and those factors correlate strongly with loyalty.

Source: Convergys 2010 Customer Scorecard Series

Effort Loyalty Satisfaction Loyalty

Satisfaction/Effort Loyalty
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customers have different preferences for the 
channels they use, and companies need to 
cater to those preferences.

As the research shows, every single 
customer interaction is important to 
satisfaction and loyalty, and increasingly, 
those interactions are likely to take place in 
both live agent and automated channels. In 
general, consumers today are increasingly 
willing to use automated channels—but  
the live agent channel is still the most 
widely preferred and used way to interact 
with a company. In addition, the research 
found that the more loyal the customer, 
the more likely he or she is to prefer—and, 
indeed, expect—immediate access to 
knowledgable agents.

Not surprisingly, there are generational 
differences in channel preferences, with 
millennial and Gen X consumers expressing 
a preference for channels such as Web chat, 
automated phone systems, smartphone 
applications, text messaging, and social 
media networks. Baby boomers, on the 
other hand, lean heavily toward live agent 
phone support. “In general, companies 
have done a good job of aligning channel 
availability and support with the preferences 
of boomers, largely because boomers have 
been so large a presence in the market for 
so long,” says Boyce. “But they’ve done only 
a fair job of meeting Gen X’s needs, and they 
are completely off in meeting millennials’ 
channel preferences.” Those millennials will 
soon be a major force in the marketplace, so 
there will be significant opportunity to build 
loyalty for companies that can support their 
preferences—and significant risk for those 
that can’t. 

In the mix of channels being used today, live 
agents are particularly important in certain 
situations. The research found that when 
they have a specific problem to address, 62 
percent of customers would prefer to wait to 
speak to a customer service representative 
to solve their issue, as opposed to trying 
to solve the issue themselves using an 
automated phone or Web system. 

This preference for agents holds true across 
age groups—even among millennials. Nearly 

half of these younger consumers still prefer 
live phone conversations when seeking to 
resolve an issue. What’s more, when they 
receive an automated call from a company, 
they are far more likely to want to be able  
to press a key to transfer to a live agent;  
77 percent of millennials say they want  
that ability, compared to just 54 percent  
of boomers.

This multichannel approach is seen in other 
research. JD Power, for example, reports that 
about 40 percent of automated interactions 
will eventually require live support, while 
others report that as much as 60 percent 
of interactions will involve cross-channel 
contacts. In any case, the agent is clearly 
going to continue to be important to 
satisfaction and loyalty in the coming years. 
That means that companies need to enable 
consumers to move easily between channels, 
and they need to integrate channels so that 
the transfer is seamless. 

Meanwhile, proactive communications—that 
is, the sending of messages letting individual 
consumers know about overdrafts, new 
offerings, and so forth—can also affect 
satisfaction and loyalty. Here again, 
companies need to understand what 
consumers are interested in: Relevant 
messages can be useful, but unwanted 
contacts can be an annoyance. 

In the research, more than half of the 
consumers surveyed say they are open to 
being contacted proactively by companies, 
with the most preferred communication 
channel being email (78 percent), followed 
by a phone call from a customer service 
representative (54 percent). Sixteen percent 
want to receive text messages, and 19 
percent were interested in phone calls 
from an automated system. Social media 
was cited by just 5 percent of customers, 
but that figure is clearly going to grow as 
generational change and technological 
evolution continue. In terms of different 
proactive messages, consumers say they 
are most open to notices of suspicious bill 
activity and special discounts.

Interestingly, it seems that the more loyal 
customers actually are, the more willing they 

Every year, a large U.S. dental insurance 
provider has to field several million 
customer calls in its contact centers. In 
handling these calls, the company was 
focused on driving efficiency through 
metrics such as unit cost and time per 
call. But the company wanted to do 
more and strengthen relationships with 
customers.

Working with Convergys, the company 
developed an outside-in perspective of 
the customer experience using a “voice 
of the customer” survey. This found 
that customers valued not only problem 
resolution but also information that 
would help them better understand the 
claims process. To help agents provide 
both types of assistance, Convergys 
and the company expanded agent 
training in claims knowledge, adjusted 
policies to give agents more time and 
leeway to solve customer problems, 
and established performance metrics 
based on ongoing customer feedback—
information that is delivered to agents 
right at their desktops, as they work.

The effort has paid off in several ways. 
Customer satisfaction rates increased 
from 87 percent to 92 percent, first-call 
resolution rose from 78 percent to 87 
percent, and customer retention now 
stands at 95 percent. Feedback from 
the insurer’s key customers—that is, 
companies whose employees are dental 
plan members—tells them that now, 
members do indeed feel more loyal and 
typically do not want to switch plans.

Case Study

Letting Agents Build 
Loyalty
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Source: Convergys 2010 Customer Scorecard Series

When I need help using a company website, I prefer to call
 customer service and speak with someone on the phone

I would rather contact a company using email

If I were researching a product or service, I
 would look first at the company website

I prefer resolving my problem via email
 with a response back in 4-8 hours

Waiting to speak to a customer service rep

When I need help using a company website, I prefer
 to use the "live chat" function on the website

I would rather contact a company using text messaging

If I were researching a product or service,
 I would look first at social media sites

I prefer to speak with a customer
 service rep even if it takes multiple calls

Quickly resolving your issue yourself with
 an automated web or phone system

are to receive proactive communications. 
Indeed, the 15 percent of consumers who 
fall into the Super Loyalist category are 25 
percent more likely than other consumers 
to be receptive to such communications. 
“It may be that this is a kind of marker 
that can help identify potential high-loyalty 
customers,” says Pellet. “Consumers who 
are open to hearing more from a company 
probably tend to be more interested in a 
longer-term relationship.” 

Shaping Experience, Building 
Loyalty

With loyalty based on continued satisfaction 
with interactions, companies will need 

to think in terms of providing not just 
good service but an effective, consistent 
customer experience—every time the 
customer touches the company. The key, 
says consultant Shaun Smith, “lies in creating 
a customer experience that is so distinctive 
and valuable that it commands not just 
customer satisfaction but also customer 
loyalty.”

To provide that kind of experience, 
companies need to have sophisticated 
customer-segmentation processes in place. 
That means establishing a more granular 
approach to segmentation that takes into 
account everything from lifetime value to 
customer behaviors to channel preferences. 
It also means using real-time intelligence 
about customers to shape individual 
interactions, based on the customer’s 
current situation, and driving segmentation 
policies into day-to-day operations. 
“Ultimately, effective segmentation is key 
to moving beyond a blanket approach to 
driving loyalty. It enables you to match the 
level of investment to the potential loyalty 
opportunity for each customer segment—
and effectively serve the full spectrum of 
customers, from those with little loyalty to 
the Super Loyalists,” says Pellet. 

Companies should also look for possible 
improvements to frontline contact center 
operations. As we have seen, loyalty must 
be earned over and over, in each interaction, 
and agents play a vital role in making those 
interactions satisfying. Thus, agents need 
to have both the training and the tools 
necessary to provide an effective, positive 
customer experience—and essentially, 
make interactions with the company as easy 
as possible for the consumer. Companies 
can also use intelligent routing and other 
processes to match each customer with an 
agent who has the skills and knowledge to 
answer questions and solve problems quickly 
and efficiently.

In practice, it is not always going to be 
possible to please every customer every 
time. To hang on to dissatisfied customers, 
companies have traditionally conducted 
“save” efforts targeting customers as 
they leave. However, this occurs too late 

Customers are comfortable with automated channels, but they tend to look for service 
reps to resolve problems—which is critical to loyalty.

A Key Role for Live Agents

“Effective segmentation is key 

to moving beyond a blanket 

approach to driving loyalty... 

and effectively serving the full 

spectrum of customers, from 

those with little loyalty to the 

Super Loyalists.” 

Source: Convergys 2010 Customer Scorecard Series
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in the process for many customers and 
entirely misses those customers who don’t 
bother informing the company about 
their departures. Instead, companies can 
establish proactive retention processes, 
which use analytics to predict which 
customers are likely to defect and thus 
allowing the company to act early to retain 
those customers. Today’s intelligent routing 
technology makes it possible to identify 
at-risk customers who are calling in to a 
contact center and quickly route them to 
dedicated retention desks. 

Automated self-service channels—such as 
IVR systems, kiosks, and websites—need 
to be part of any loyalty strategy. That’s 
because they let companies cost-effectively 
provide a good experience to lower-
value, less loyal customers while offering 
convenience for higher-value customers 
who prefer these channels. To get the most 
out of these channels, companies can use 
intelligent technology, which incorporates 
dynamic information about customers 
into inbound and outbound automated 
channels, as well as customer-representative 
channels—all in real time. As a result, 
interactions can be personalized, consistent, 
and satisfying. Companies can also use 
analytics to track customer behavior and 
satisfaction in automated channels. This 
helps them drive increased customer usage 
of those channels and allows them to route 
customers who opt out of the system to the 
most appropriate and cost-effective agent 
channel. 

These efforts should be built on a solid 
“outside-in” view of what customers want 
and what they experience, developed 
through an analytics-driven view of voice-
of-the-customer research and customer-
behavior data. This view is critical to getting 
the customer experience right each and 
every time—which is in turn critical to 
keeping today’s agile, fickle customers. 
These efforts should include processes for 
gathering customer feedback across all 
channels, essentially taking advantage of 
customers’ growing willingness to complain 
about bad experiences. In addition to 
having processes for listening to customers, 
companies should also have processes for 

Shaun Smith, co-author of Managing the Customer Experience, 
discusses the role of the contact center in driving increased 
customer loyalty:

“Loyalty today is driven by the customer experience, and 
much of the customer experience is delivered through the 
contact center.  These centers are the focal point for customer 
interactions, so each and every customer touch that takes place 

in them is an opportunity to create, nurture, and strengthen customer relationships. 
Loyalty is built on getting those interactions right.

“The question, then, is, how can you empower your centers to deliver the best 
experience possible? To start, it helps to look at the evolutionary changes taking place 
in the contact center. Today, we are seeing a shift from interaction management and 
handling inbound transactions to CRM and on to customer experience management. 
The interaction-management stage is all about efficiency, with a focus on providing 
service at the least cost. In the CRM stage, metrics are often about response rates and 
conversions, and the emphasis is on trying to win more sales.

“In contrast, the primary focus of the customer experience management stage is 
on providing an experience that is ‘on brand’ and adds value for the customer. The 
metrics, then, are about customer advocacy, as measured by Net Promoter Scores or 
something similar. Efficiency is still important, but it is not achieved at the expense of 
effectiveness.

“I would argue that the contact center future lies in making that shift—that is, in 
moving the contact center from being a cost center or marketing engine to being a 
strategic business unit that is an integral and value-adding touch point in the complete 
customer experience. Most contact centers are still run as cost centers, not strategic 
business units—but there is great opportunity for those companies that recognize the 
importance of moving up that evolutionary curve. Research by Harris Interactive found 
that even in an economic downturn, 50 percent of customers will pay more for a better 
customer experience.

“This evolution has several implications for the contact center management. 
The customer experience-focused center should not be technology-driven but 
technology-enabled. In other words, customer experience management needs to 
come first. The executive team also needs to see to it that marketing, operations, and 
human resources are working together to ensure that the center experience works 
harmoniously with the brand and provides value to the customer and the organization.

“To make this all work, companies also need to segment customers to identify those 
who are most profitable, and then discover what those customers truly value. You 
need to know the three or four most important attributes that drive your customers’ 
intention to repurchase or refer you. Otherwise, you may have data, but you don’t have 
insight. And insight is the thing that leads to a great customer experience—and true 
customer loyalty.”

Shaun Smith: Loyalty and the Contact Center

I n T E R v I E w
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Key Points: Driving Loyalty Daily

Recent Convergys research shows that the 
nature of customer loyalty is changing, 
and many traditional assumptions about 
how loyal customers behave no longer 
apply. Companies can adjust their 
loyalty strategies to focus on delivering a 
consistent, positive experience that drives 
loyalty on a daily basis. The research 
found that:

•  Customer satisfaction does drive 
loyalty, but satisfaction can be 
fleeting—and loyalty is granted only  
on a case-by-case basis. 

•  Customers are more willing to 
complain when they have had a bad 
experience, and the way a company 
fields those complaints can have a 
significant impact on customer loyalty.

•  Customers have developed distinct 
channel preferences, and catering 
to those preferences can help drive 
satisfaction and loyalty.

•  Even as automated channels proliferate, 
consumers still value interactions with 
live agents—especially when there is a 
specific problem to solve.

•  Loyalty relies on effective 
segmentation, which provides a 
foundation for differentiated treatment 
across the loyalty spectrum.

•  Companies need differentiated 
loyalty strategies that let them match 
investments and resources with the 
right loyalty-creating opportunities.

•  Frontline agents are central to loyalty-
driving interactions—and they should 
be trained and equipped to make those 
interactions effective and easy.

•  Customers defect quickly, so 
companies need to take a more 
proactive approach to retention that 
heads problems off early.

•  There are pockets of very high loyalty 
among consumers, which creates the 
potential to drive significant bottom-
line benefits. 

•  Companies can drive revenue growth 
by cultivating customers who are 
already Super Loyalists and cultivating 
that advocacy in other segments. 

responding effectively to complaints—a 
capability that plays such an important role 
in retention. “You should not only learn 
from your customer, you should also take 
action to resolve problems, or you will lose 
customers,” says Boyce.

Building loyalty is not easy, but it is more 
important than ever and a critical part of 
any effective growth strategy. Executives 
need to understand the changing nature 
of customer loyalty—and to grasp not 
only the challenges that brings, but the 
opportunities as well. As the research 
shows, loyalty is not dead, but developing 
it requires new strategies, sophisticated 
technologies, and flawless execution.

The new loyalty requires something of a 
new mind-set, as well—and a proactive 
approach to driving loyalty. “Most 
companies think in terms of customers 
being loyal to them,” says Shaun Smith. 
“But the customer has no responsibility 
to be loyal to you. It is up to the company 
to be loyal to the customer. And you do 
that by providing your best customers 
with recognition and value—and an 
experience—that they can’t get elsewhere.”
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Customer loyalty can be a critical 
cornerstone of a successful, profi table 
business—but as many executives know, 
customer loyalty is not what it once was. 
The problem is not just the increasing 
fi ckleness of customers and their growing 
tendency to move from one company to 
another at a moment’s notice. It’s also the 
changing nature of loyalty itself and the 
evolving view that customers have of their 
relationships with companies.

According to recent Convergys research, 89 
percent of customers will say they are loyal, 
but only 29 percent of those customers 
then add that they would remain loyal after 
a bad experience with a company. And 
when it comes to what they do in practice, 
only 10 percent say they remained loyal 
after actually having a bad experience. In 
other words, 9 out of 10 customers who see 
themselves as loyal are not willing to give 
companies a second chance when there 
is a problem. Loyalty needs to be earned 
constantly, in every interaction—and it can 
evaporate with one bad experience. 

Even when customers remain with a 
company, their loyalty doesn’t necessarily 
deliver the business benefi ts that companies 
have traditionally expected. The Convergys 
research found that among customers 
who say they are loyal, only 46 percent 
make more frequent purchases, and only 
34 percent participate in loyalty programs. 
About one-third do not even recommend the 
company to friends and colleagues.

“That’s troubling news for any company 
trying to build customer loyalty in order 
to strengthen the bottom line,” says Jim 
Boyce, president, Global Sales and Services 
at Convergys. “But we also found that in this 
new customer-loyalty reality, there is a silver 
lining of opportunity.” Customers are not 
all alike, of course, and the research found 
that they can actually be distributed across a 
kind of loyalty spectrum. On the low end of 
this spectrum are customers with little or no 
loyalty, and on the high end, there is a group 
of “super loyalists,” or company Advocates. 
This group, which makes up about 15 
percent of the surveyed population, does in 
fact behave the way companies traditionally 
expect loyal customers to behave. Advocates 
tend to make more frequent purchases of a 
company’s products or services, recommend 
the company to friends and family, and avoid 
shopping at competitor companies.

Advocates, or super loyalists, as a group 
are important in their own right. But 
they also hold the key to new customer-
experience strategies that can drive 
increased customer loyalty across the 
customer base—and ultimately boost 
the bottom line. “The future of customer 
experience lies in understanding these 
advocates, and the customers who have 
the potential to be Advocates,” says Shaun 
Smith, founder of the Smith+co consulting 
fi rm and co-author of Managing the 
Customer Experience. “Companies need 
to focus their attention on fi nding more 
of them, and on keeping them coming 

How companies can design differentiated experiences to strengthen 
relationships, advocacy, and the bottom line

Cultivating Super Loyalty

The rules of loyalty 

have changed, but 

by identifying and 

understanding their best 

customers, companies 

can take action to drive 

greater loyalty across their 

customer base.
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back—because there’s no doubt they are 
incredibly valuable to a company.”

Working with the New Loyalty

To understand who these Advocates 
are and what they mean to a business, 
it is useful to look at customers in two 
dimensions—their degree of loyalty, or how 
likely they are to stay with a company, and 
their value to the organization. When these 
factors are plotted on a two-by-two matrix, 
customers fall into four distinct segments 
(see diagram, right):

Critics 
Customers who are low-value, and 
demonstrate low levels of loyalty. They may 
need something the company provides, 
but may not be satisfi ed with the customer 
experience. Often, they are more than 
willing to leave whenever an alternative is 
available.

Lock-Ins 
Customers who are low-value, with 
moderate to high levels of loyalty. They 
typically stay with a company for some 
time, but they don’t spend much. “They 
may be relatively satisfi ed, or they may be 
locked in through a contractual relationship 
or because of the ‘hassle factor’ of 
having to switch from one organization 
to another,” says Smith. “But what you are 
not getting is a share of their heart and 
enthusiasm.”

Drop-Ins

Customers who are relatively high-value, 
but also relatively fi ckle. “They may 
actually be making signifi cant purchases 
from the company, but will easily move 
to a competitor. They tend to be like 
butterfl ies,” says Smith. “They may be 
very valuable customers, but they are not 
valuable just to you. They are valuable to 
everybody.”

Advocates 
The 15 percent of customers who are high-
value “super loyalists,” mentioned above. 
Compared to the other 85 percent of 
consumers, Advocates are 22 percent more 

likely to purchase bundled products, 28 
percent more likely to anticipate increased 
spending with the company in the near 
future, and 25 percent more receptive 
to information about new or upgraded 
products. 

In assessing a customer’s value to the 
organization, it is naturally important to 
look at the direct revenue they produce, 
along with the cost of acquiring and 
servicing them. But it is also critical to 
consider advocacy itself and the value of 
word-of-mouth referrals to the company. 
That’s especially evident in an era where 
the online comments of one person reach 
an average of 45 other people via email 
and social media. As an example, Smith 
cites the importance of customer advocacy 
to Apple Computer: “If you measure their 
advocates, whom they call ‘promoters,’ 
they’re worth about $4,500 each for 

The value of word-of-mouth 

referrals to the company is 

especially evident in an era where 

the online comments of one 

person reach an average of 45 

other people via email and 

social media.

Understanding the New Loyalty
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By knowing where customers fi t in today’s loyalty model, companies can develop different 
strategies for different segments—and create more high-end customer Advocates.
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Apple,” he explains. “About half of that is 
revenue Apple gets from these customers, 
with the other half or so coming from 
referral behavior—customers bringing in 
other customers just like themselves through 
word of mouth.”

But for some customers, word of mouth can 
work both ways. The Convergys research 
found that about 80 percent of customers 
who had a bad experience told friends and 
colleagues about it. Of the customers who 
recalled reading about a bad experience 
in the last six months via social media, 62 
percent either avoided or stopped doing 
business with the offending company. 

Different Customers, Different 

Strategies 

The four-quadrant customer loyalty model 
(pictured on page 3) gives companies a 
framework for creating strategies that meet 
the needs of each customer segment to 

encourage both profi tability and loyalty. For 
example, when addressing customers in 
the Critics segment, companies are likely 
to fi nd that a defensive strategy is the most 
appropriate route. That means focusing 
on reducing cost-to-serve by encouraging 
these customers to use self-help, automated 
channels such as speech-based phone 
systems and text messaging. When Critics 
need the assistance of live agents, they 
can be routed to lower-cost nearshore or 
offshore contact centers. 

In working with this group, it’s important to 
understand that “lower-cost service” does 
not mean “sub-par service.” When done 
right, self-service and automated channels 
can provide a good customer experience. 
For example, Convergys’ research found 
that customers who have their needs 
addressed through a speech-based phone 
system are signifi cantly more satisfi ed than 
they are with touch-tone phone systems 
(those without speech capabilities), or 
with systems that require them to switch 
from speech to touch-tone and back again. 
“When a speech-based system is properly 
designed and implemented, it can provide 
fast, effi cient service, and demonstrate your 
commitment to these customers,” says Mike 
Betzer, president of Relationship Technology 
Management at Convergys.

Meanwhile, Lock-Ins are fairly loyal, but 
companies may want to put some effort 
into strengthening that loyalty with higher 
levels of service and a broader choice of 
channels, especially among customers who 
are more or less “trapped” by a contract 
or inertia, rather than being truly loyal. 
However, the real opportunity with this 
group lies in increasing revenue and share 
of wallet. That means designing targeted 
cross-sell and upsell programs, based on 
a clear understanding of what customers 
want so that offers are relevant and 
valuable to them. 

Drop-Ins, on the other hand, typically call 
for the reverse of the Lock-Ins strategy. 
Here, there is relatively little room for 
revenue growth; a Drop-In banking 
customer, for example, may already have 
savings and checking accounts, CDs, 

Companies might want to provide 

Advocates with easy access to live 

agents or even support them with 

“super agents” who are equipped to 

provide the highest levels of service.

Source: Convergys 2010 Customer Scorecard Series
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a mortgage, and a credit card, leaving 
perhaps only an auto loan as a potential 
additional offering. Thus, companies will 
typically benefi t from a focus on enhanced 
service and experience for this group. 
They can create programs that reward loyal 
behavior and establish “tiered reparations,” 
problem-solving processes that provide 
different levels of retention offers based on 
customer value and loyalty potential. “These 
customers are typically worth the customer-
experience investment due to their 
relatively high value,” says Boyce. “The goal 
is to retain them and, ideally, to prompt 
them to do more in the way of promoting 
your company and referring others to you.” 

Customers who fall into the Advocates 
category are typically profi table and active 
promoters of the company. Thus, the 
strategy for this segment should focus on 
maintaining that behavior, using tools such 
as increased personalization, individualized 
channel communications, rapid problem-
resolution, and rewards for communicating 
with the company and referring friends 
and colleagues. Advocates are 25 percent 
more likely than other customers to be 
receptive to proactive communications from 
a company. Loyalty strategies can leverage 
this willingness to engage by providing 
proactive messages that let customers 
know about new offers and discounts, alert 
them to account problems, and so forth. 

In return for their loyalty and spending, 
these customers expect the best treatment, 
and companies had better deliver it. 
Advocates are 16 percent more likely than 
other customers to prefer interactions with 
live phone agents or Web-based agents, 
and 30 percent less likely to prefer self-
service websites. Knowing this, companies 
might want to provide this group with easy 
access to live agents, or even support them 
with specialized “super agents” who are 
equipped and empowered to provide the 
highest levels of service. “Strategies for this 
segment will deliver special handling all 
around, and aim to make these customers 
feel celebrated and part of a ‘club’—
because you don’t want to lose these 
people.’” says Andrea Ayers, president of 
Customer Management at Convergys. 

Learning from the Best Customers

To get those strategies right, companies 
should begin with a clear understanding of 
these high-value, high-loyalty customers. “Go 
to school on the Advocates segment that 
you currently have,” says Chip Bell, founder 
of the Chip Bell Group consulting fi rm and 
co-author of Take Their Breath Away. “Learn 
what they value. What led them to become 
advocates? What would they recommend that 
you do to keep them as Advocates? Which 
features or attributes of service delivery do 
they deem most important?”

Developing a clear strategy for Advocates 
not only helps drive retention of these key 
customers, it also puts companies in position 
to actively push lower-value/loyalty customers 
toward becoming Advocates—or at least, 
more like Advocates—and thus improve the 
overall customer-loyalty and revenue picture. 
To do so, companies can offer elements of 
the high-end, white-glove treatment designed 
for Advocates to these lower-value/loyalty 
segments, and then carefully monitor the 
situation to see which elements do in fact 
move segments of customers toward more 
Advocate-like behavior. 

Companies usually fi nd it best to focus 
on customers in the middle of the loyalty 
model—the Lock-Ins and Drop-Ins whose 
behavior is fairly close to the advocacy 
quadrant, and among whom modest 
improvements are likely to have a signifi cant 
impact (see diagram, page 3). For example, 
Lock-Ins who already yield relatively high 
value for their segment might be routed to 
sales specialists for increased upsell and 
cross-sell. Or, Drop-Ins might be provided 
with more proactive communications to 
see if that increases share of wallet—and 
perhaps to detect those who are likely to 
become more loyal. “The research suggests 
that the more loyal customers are, the 
more willing they are to receive proactive 
communications,” says Betzer. “It is likely that 
consumers who are willing to hear from a 
company probably tend to be more interested 
in a longer-term relationship with that 
company.” (Many Critics, by the way probably 
do not have enough loyalty potential to be 
open to these types of efforts.)

Customers interact with companies 
through an array of channels, but the live 
agent is still the linchpin of a good, loyalty-
driving customer experience. Agents 
can be especially effective when armed 
with the right tools and information. For 
example, Convergys has helped:

•  A leading wireless provider use 
analytics to identify potential at-risk 
customers. This allowed agents to 
make proactive, outbound calls offering 
tailored retention incentives to key 
segments—an effort that reduced the 
annual customer attrition rate from 
12.5 percent to just 6.3 percent.

•  A major technology company 
implement a comprehensive learning 
program that addresses the entire 
agent lifecycle, from new-hire training 
through continuous learning and 
performance improvement. In just four 
months, overall customer satisfaction 
scores rose from 66 percent to 79 
percent, fi rst-contact resolution 
improved from 63 percent to 79 
percent, and the number of problem-
escalations per month dropped to zero.

•  An insurance provider improve 
agent training, adjust policies to 
give agents more leeway in solving 
customer problems, and provide 
ongoing customer feedback to agents 
right at their desktops. First-call 
resolution rates rose from 78 percent 
to 87 percent, customer satisfaction 
increased from 87 percent to 92 
percent, and feedback showed that 
plan members typically did not want 
to switch plans—driving a customer 
retention rate of 95 percent.

Case Studies: Agents

The Key to Experience 
and Loyalty
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Not every customer will have the potential 
to become an Advocate, or even be open 
to increased loyalty or value. Thus, simply 
providing blanket service improvements 
to fi nd out what works and what doesn’t 
work can be prohibitively expensive. 
Instead, a company might want to conduct 
a pilot program that applies various service 
enhancements to small sample groups. The 
company can then gauge the effectiveness 
of the new approach and expand the use 
of the methods that work and stop using 
those that don’t. “With a pilot, you can 
move forward gradually, minimizing your 
initial risk and investment, and then roll 
things out more widely, as it makes sense,” 
says Boyce. “You can basically ‘test market’ 
services to various customers in order to 
see where you can drive increased loyalty 
and value.”

The Building Blocks of 

Experience—and Loyalty

As companies use this model to design 
loyalty programs, they should not only 
have a clear understanding of each type 
of customer, but they should also adopt a 
somewhat different perspective on loyalty. 
“When most organizations think about 
loyalty, they talk about the customers 
being loyal to them,” says Smith. “I would 
suggest that loyalty really should be about 
understanding your most valuable customers 
and then having the organization be loyal 
to them and demonstrating that loyalty, not 
the other way around. If we do that, then 
customers will reciprocate by giving us more 
of their business.”

To a large extent, demonstrating loyalty 
comes down to providing the right 
differentiated customer experience, 
consistently, and on a large scale, to various 
types of customers. To do so, companies 
should consider three areas that can help 
them manage and deliver an effective, 
loyalty-focused experience:

Analytics 

These tools and processes can be used 
to identify high-value customer segments 
and their preferences and behaviors, and 
to support proactive retention efforts that 
predict which customers are likely to defect, 
allowing the company to act early on to 
retain those customers. In addition, analytics 
tools are now being applied on the frontline 
of the business, where they can be used 
to support “intelligent interactions” that 
incorporate information about customers 
into inbound and outbound automated and 
agent channels. Analytics can also help 
keep the customer experience on track. For 
example, they can be used to identify drivers 
of dissatisfaction in contact centers to ensure 
that internal performance metrics are focused 
on the activities that truly drive loyalty and 
value, rather than on “standard SLAs.” 

Agents 

Customer-facing employees should be 
trained, equipped, and motivated to deliver 
the right customer experience. That means 
giving agents integrated tools to help ensure 

Using analytics-driven tools to support frontline decisions in real time, companies 
can create a “loyalty enhancement cycle” that continuously strengthens customer 
relationships.

Learning About Loyalty

“Loyalty really should be about 

understanding your most valuable 

customers and then having the 

organization be loyal to them and 

demonstrating that loyalty, not the 

other way around.”     

—Shaun Smith

Source: Convergys: Convergys
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a consistent, positive experience, even as 
customers move from automated channels 
to agent channels. It means creating 
incentives that drive the right employee 
behaviors, and providing training on selling, 
service, and the soft skills of communication 
and empathy. Overall, companies need to 
ensure that agents are able to provide an 
effective, positive customer experience 
and make interactions with the company 
as easy as possible for the customer. 
While that may sound like common sense, 
Convergys research found that over the 
last year there has been an across the 
board 8 percent decline in customer-facing 
employees’ preparedness to provide service 
to customers appropriately.

Automation 

Companies can use self-service 
technologies such as IVR systems and 
websites not only to provide cost-effective 
service, but also to give customers a good 
experience. The evolution of customer-
care automation means that electronic 
channels can now provide a convenient, 
satisfying experience; speech applications, 
for example, can understand and respond 
to customer queries with a warm, “human-
like” interaction. Convergys research has 
found that many lower-value customers 
actually prefer automated channels—if 
those channels are designed to meet their 
needs quickly and effectively—and that the 
willingness to use such channels 
is growing. 

Each of these elements can be effective on 
its own, but they are especially powerful 
in concert. A system now in use at some 
companies does just that, using analytics to 
identify customers as they call in, assess their 
histories, and provide agents with a targeted 
recommendation for the specifi c customer 
based on business policy and the customer’s 
segment and value to the company. This all 
happens in real time, enabling the agent to 
immediately take the appropriate action. 
Similarly, this system can be used to support 
automated channels, allowing self-service 
applications to instantly “know” the customer 
in order to streamline interactions, and 
enabling targeted, proactive messages to be 
automatically sent to customers. 

Overall, this approach lets companies provide 
the right differentiated service to different 
groups in the loyalty framework. It also 
builds the enforcement of customer-related 
policies into the system, rather than relying 
on individual agents’ judgment, thereby 
enabling greater consistency in loyalty and 
retention programs across channels and, in 
some cases, cost control. 

Building on this kind of foundation, 
companies can continuously hone the 
customer experience by following a “loyalty 

enhancement cycle” (see diagram, page 
6). This cycle starts with the capture of 
individual customer histories—transaction 
or usage patterns, life events, potential 
attrition risk, etc. The company can then 
analyze this information to segment the 
customer base and create updated rules 
about tiered-service experiences, offers, 
and retention efforts—what rewards to 
give a loyal customer for referring others, 
perhaps, or what retention incentives to 
offer a defecting customer. These offers 
are then delivered, and the results of these 

The 15 percent of customers who are super-loyal Advocates are notable for providing 
referrals and positive word of mouth—and for being the kind of loyal customers who 
add to the bottom line. Convergys’ research found that, compared to other types of 
customers, Advocates are: 

•36 percent more likely to forgive a bad experience

•185 percent more likely to make frequent purchases

• 28 percent more likely to increase spending with the company in 
the coming year

•22 percent more likely to purchase bundled products and services

•377 percent more likely not to shop competitors

•56 percent more likely to refer friends and colleagues

•35 percent more likely to have household income higher than $100,000

One of the distinguishing features of Advocates is their willingness to engage with the 
company. They are 25 percent more receptive to proactive company communications, 
compared to other customers. In terms of the content of such messages, they are:

•29 percent more open to requests for feedback on service

•29 percent more open to payment or renewal reminders

•25 percent more open to information on new products and upgrades

•25 percent more open to warnings of excessive or suspicious usage

•18 percent more open to special offers and discounts in return for loyalty

Finally, Advocates expect top-notch service, often in the form of agent-assisted 
interactions. For example, they are about 16 percent more likely to prefer live phone 
or Web-chat support, and more than 30 percent less favorable toward self-service 
websites, touch-tone phone systems, or speech-based phone systems. 

Advocates: By the Numbers
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Key Points: Cultivating Super Loyalty

Customer loyalty is fl eeting, and the 
very nature of loyalty is changing. But 
insights from recent Convergys research 
can help companies gain a better grasp 
of this evolving landscape. For example:

•  Customers can be categorized in a 
loyalty model that looks at both loyalty 
and value—a framework that can be 
used to develop differentiated loyalty 
strategies for various segments. 

•  About 15 percent of customers are 
intensely loyal Advocates who spend 
more and recommend the company to 
friends and colleagues. 

•  Advocates expect superior service, 
such as easy access to live agents, 
and it is typically worthwhile to invest 
in meeting their expectations. 

•  Companies have an opportunity to 
reach out to loyal customers, who tend 
to be more open than others 
to proactive communications.

•  Companies can learn from their 

Advocate customers in order to 
migrate other customers toward 
greater loyalty and value. 

•  Companies should consider piloting 
new customer experiences to less-
loyal customers—an approach that 
allows a gradual, cost-effective way to 
test their effectiveness in improving 
loyalty and value. 

•  To cost-effectively meet the needs of 
customers across the loyalty model, 
companies need to rely on both self-
service automated channels and well-
trained and equipped agents, with the 
mix tailored to each segment. 

•  Companies can empower agents 
to foster loyalty with real-time 
analytics and rules-based offers and 
reparations. 

•  Companies can establish a “loyalty 
enhancement cycle” to continuously 
hone the customer experience and 
stay in step with changing customer 
perspectives.  

efforts are then analyzed. The analysis is 
used to update the customer history—and 
the cycle starts over again. 

When it comes down to it, the ability to 
evolve is more critical than ever, says Ayers. 
As the Convergys research has shown, 
customers’ perspectives and behaviors 
are not what they were when it comes to 
loyalty. “The meaning of customer loyalty 
will likely keep changing—and we all need 
adapt to that,” she says. “Staying in step 
with your best, super-loyal customers, and 
learning from them, will be key to keeping 
customers and building lasting, profi table 
relationships.” 
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