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For Customer Experience Professionals

ExECuTIvE SuMMary
Customer experience professionals must clearly articulate the business benefits of improving customer 
experience. Years of Forrester data confirm the strong relationship between the quality of a firm’s 
customer experience (as measured by Forrester’s Customer Experience Index [CxPi]) and loyalty 
measures like willingness to consider the company for another purchase, likelihood to switch business, 
and likelihood to recommend. We used that data to build simple models that show how changes in 
loyalty associated with higher CxPi scores can affect a company’s yearly revenue. This report includes 
interactive versions of those models to allow customer experience professionals to explore a range of 
benefit scenarios tailored to their company’s unique situation and customer experience strategy.

TaBlE OF COnTEnTS
The Correlation Between Customer 
Experience And Loyalty Remains Strong

Better Customer Experience Can Be Worth 
Millions In Annual Revenue

Wireless Service Providers and Hotels Have 
The Most To Gain

rECOMMEndaTIOnS

Build Your Own Models To Prove That 
Customer Experience Is Big Business

Supplemental Material

nOTES & rESOurCES
as part of an online survey in Q4 2010, Forrester 
asked 7,728 uS consumers about their 
interactions with brands in a range of different 
industries. We used that data to model the effect 
that better customer experience might have on 
companies in 11 of those industries. 

Related Research Documents
“How Companies Improved Their Customer 
Experience Index Scores, 2011” 
april 18, 2011

“The Customer Experience Index, 2011” 
January 11, 2011

July 7, 2011

The Business Impact Of Customer Experience, 2011
Improvements Can add More Than $1 Billion In revenue For Wireless Carriers  
and Hotels
by Megan Burns
with Harley Manning and Jennifer Peterson

2

3

6

7

www.forrester.com
http://www.forrester.com/go?docid=58790&src=59072pdf
http://www.forrester.com/go?docid=58790&src=59072pdf
http://www.forrester.com/go?docid=58251&src=59072pdf


© 2011, Forrester research, Inc. reproduction ProhibitedJuly 7, 2011 

The Business Impact Of Customer Experience, 2011 
For Customer Experience Professionals

2

ThE CORRELATIOn BETWEEn CuSTOMER ExPERIEnCE AnD LOYALTY REMAInS STROng

What is the correlation between customer experience and customer loyalty? Forrester examined the 
statistical relationship between how customers rate companies in our CxPi and their loyalty to those 
companies in three classic categories: willingness to consider the company for another purchase, 
likelihood to switch business to a competitor, and likelihood to recommend to a friend or colleague. 
This year’s analysis shows that:

· The customer experience and loyalty connection remains strong. As in previous years, 
we found a high correlation between consumers’ CxPi rating of a company and both their 
willingness to buy from the company again (0.66) and their likelihood to recommend that 
company (0.70) (see Figure 1).1 It’s also clear that the higher the CxPi score is, the less likely a 
customer is to defect (-0.40).2 Even though this relationship was not as strong as the other two, 
it still demonstrates the significant power of a good customer experience to retain business.

· The connection is strongest for TV service providers and credit card providers. We 
examined the degree of correlation in each of 11 industries in the CxPi and found that it was 
highest in the TV service provider industry for willingness to consider another purchase and 
likelihood to recommend (see Figure 2). Credit card providers tied with TV service providers 
for the strongest degree of correlation between CxPi and willingness to consider another 
purchase and came out on top for likelihood to switch business.

Figure 1 Correlation Between CxPi Score and Three loyalty Metrics

Source: Forrester Research, Inc.59072
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Figure 2 Correlation Between CxPi and loyalty In 11 Industries

Source: Forrester Research, Inc.59072

Base: US online consumers

Source: North American Technographics® Customer Experience Online Survey, Q4 2010 (US)
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BETTER CuSTOMER ExPERIEnCE CAn BE WORTh MILLIOnS In AnnuAL REVEnuE

The strong correlation between CxPi and loyalty means that companies with higher CxPi scores tend 
to have more customers who will buy from them again, who won’t take their business elsewhere, 
and who will recommend them to a friend (see Figure 3).3 We built models of the loyalty-based 
revenue benefits that CxPi leaders enjoy over competitors in the same industry with worse CxPi 
scores.4 These models capture benefits in three categories (see Figure 4):

· Incremental purchases from existing customers in the same year. Firms that move from 
below average to above average in the CxPi are likely to have more customers willing to buy 
from them again.5 Even if only a fraction of those customers make another purchase in the same 
year, the effect on revenue can range from $15 million for retailers to as much as $900 million 
for wireless service providers, whose extremely large subscriber bases mean that even a small 
percentage change in repeat purchasers translates into a very large dollar value.

· Revenue saved by lower churn. Firms with above-average CxPi scores are likely to have fewer 
customers who say that they want to take their business elsewhere. Even if some of those at-risk 
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customers still defect, the absolute number of customers lost decreases. As a result, our models 
show that retained revenue ranges from $6 million for insurance companies, where customers 
have shown a lower propensity to change providers even with a bad experience, to $563 million 
for wireless carriers, where the law of large numbers is once again at work.

· New sales driven by word of mouth. With higher CxPi scores come more customers who 
are willing to recommend a company to a friend or colleague. Using Forrester data about the 
number of people consumers tell about a good customer experience, we found that firms can 
see incremental sales from positive word of mouth that range from $3 million for retailers, 
where the gap in likelihood-to-recommend scores was among the smallest of any industry 
in our model, to $112 million for wireless carriers who benefit from the potential of their 
enormous customer bases to create extensive word of mouth.

Figure 3 difference In loyalty Scores among Customer Experience leaders and laggards

Source: Forrester Research, Inc.59072

Base: US online consumers

Source: North American Technographics® Customer Experience Online Survey, Q4 2010 (US)
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Figure 4 Better Customer Experience drives Millions In revenue Benefit across Industries

Source: Forrester Research, Inc.59072

Base: US online consumers
(numbers have been rounded to the nearest whole number)
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Source: North American Technographics® Customer Experience Online Survey, Q4 2010 (US)

The spreadsheet detailing this model is available online.
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Wireless Service Providers And hotels have The Most To gain

While the revenue benefits of a better customer experience were positive across all 11 of the industries 
we modeled, it’s also clear that some industries stand to benefit more than others. The models showed:

· Benefits top $1 billion for wireless providers and hotels. If a wireless service provider were to 
move from a below-average CxPi score to an above-average score, it could see just more than 
$1.5 billion in revenue benefit. For hotels, our models show a benefit of just more than $1 billion 
in a similar scenario.

· Airlines could see a boost of almost $800 million. Although not quite at the billion-dollar 
mark, airlines came in third in terms of potential revenue upside from a better customer 
experience: $784 million. That’s unfortunately a much smaller number than the $2.5 billion 
they collected last year by charging fees that often annoy customers. This may help explain why 
the airline industry has an average CxPi score that’s only two points higher than the average for 
wireless service providers, an industry that has not been known for great customer experience.

· Even retailers stand to gain $27 million from better experiences. Although our models 
showed the lowest revenue benefit for retailers, the actual dollar figure was still substantial at 
$27 million. That benefit is based on an assumption of just 4 million customers. Retailers with a 
larger customer base, like Walmart and Target, could see much larger benefits.

r E C O M M E n d a T I O n S

BuILD YOuR OWn MODELS TO PROVE ThAT CuSTOMER ExPERIEnCE IS BIg BuSInESS

These simple models capture the relationship between customer experience and loyalty and 
reflect the potential benefits for a sample company in each industry. Customer experience 
professionals who need to make the case for improving customer experience should customize 
these models to estimate the upside for their own firm. To do that:

· Plug in your actual numbers. a customizable Excel spreadsheet version of the model in 
Figure 4 is available online. Customer experience leaders can download that file and update 
the assumptions to reflect their firm’s actual number of customers and revenue per customer 
per year. Once that’s done, run a few different scenarios to see how revenue might change 
under a range of conservative, aggressive, and likely conditions. For example, you might see 
what would happen if you closed 25%, 50%, or 75% of the loyalty gap between customer 
experience leaders and laggards. Or you might adjust the assumptions to reflect a higher 
actual repurchase rate if repeat purchases are more common in your industry.

· Include cost savings to complete the picture. These models only include increases in 
revenue from a better customer experience. However, our past research has shown that 
better customer experience also saves companies millions of dollars in unnecessary sales 
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and service costs.6 When making the case for customer experience investments, customer 
experience professionals should include both types of benefits to present the most 
compelling — and accurate — argument for change.

· Wrap the numbers in a compelling story. The most successful business cases are the ones 
that combine financial data with information that reaches decision-makers on a personal 
level. When building your case, be sure to include customers’ verbatim comments (written 
and audio/video), absolute numbers of affected customers instead of just percentages, and 
statements that challenge leaders to help the company live up to brand statements that 
promise a customer focus.7

SuPPLEMEnTAL MATERIAL

The online version of Figure 4 is an interactive tool to estimate the change in revenue from an 
increase in CxPi scores across 11 industries. Clients can use this model to adjust the inputs and 
assumptions to fit their own company, situation, or preferences.

Methodology

The model for estimating the change in revenue from an increased CxPi score is based on the 
following inputs:

· Estimates of the average customer base and value per customer. We assumed the number of 
customers that an average company in each of 11 industries has based on inputs that include 
Forrester Consumer Technographics®, Forrester analysts, publicly available industry data, and 
individuals at companies in those industries. We also assumed the average revenue from each 
customer based on data for similar sources. We split that revenue into two parts — revenue 
from a basic relationship and revenue from incremental purchases made by a customer who 
chooses to buy from the company multiple times. For industries in which the concept of an 

“incremental purchase” in a given year doesn’t apply — such as health plans and Internet service 
providers — we set that incremental purchase revenue to zero.

· Difference in loyalty between firms above and below their industry average in the CxPi. 
We grouped companies in each industry into two buckets: customer experience leaders and 
customer experience laggards. Leaders were those firms who scored at or above the industry 
average on the CxPi. Laggards were those who scored below industry average. We then 
calculated the top two box scores for each company on the three loyalty measures: likelihood 
to recommend, willingness to consider the company for another purchase, and likelihood to 
switch business to a competitor. Finally we calculated the average loyalty score for each group — 
leaders and laggards — and the difference between the two.
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· The percentage of people who do what they say they will. We assumed that only a portion 
of the people who say that they will buy from a company again, switch business away to a 
competitor, and recommend the company end up following through.

· The number of people whom consumers tell about an experience. As part of the CxPi survey, 
we asked consumers how often they told other people about good experiences across the 
industries in the CxPi. These estimates only account for direct communications between the 
customer and other people and do not account for social media communications like blog posts, 
feedback on rating sites, and YouTube videos.

· The number of people influenced by a recommendation. We assumed that only a small 
portion of the people who are told about a good experience purchase from a company based on 
that information.

EnDnOTES
1 These numbers represent the Pearson correlation coefficient between consumers’ CxPi score for companies 

and their rating for each of the three loyalty variables. This correlation coefficient can range from -1 to 
1. A coefficient of 1 means a perfect positive correlation (as CxPi goes up, loyalty always goes up), while a 
coefficient of -1 means a perfect negative correlation (as CxPi goes up, loyalty goes down). A coefficient of 0 
means there is no linear correlation between CxPi and loyalty. Generally accepted ranges for interpretation 
of this coefficient mark the absolute values of 0 to 0.09 as representing no correlation, 0.1 to 0.3 as a small 
correlation, 0.31 to 0.5 as a medium correlation, and 0.51 to 1.0 as a strong correlation.

2 A negative sign on the correlation represents an inverse correlation, meaning that as the CxPi score goes up, 
the percentage of customers who are somewhat or very likely to switch goes down. The magnitude of the 
correlation still represents the strength of that correlation even when it is inverse.

3 For each of the 11 industries on our model, we segmented companies into two groups: those with CxPi 
scores at or above the industry average and those with scores below the industry average. We then 
calculated the average loyalty scores for each group and compared the two. Our findings show that the 
average loyalty scores for leaders were better than the average loyalty scores for laggards in every industry. 

4 Given that there are only three companies in the CxPi data set for parcel shipping and delivery firms, we 
opted not to model that industry this year. We also did not model the PC manufacturer industry this year. 
That’s because our analysis of the data suggests that factors other than customer experience may be bigger 
drivers of likelihood to buy another PC from the same manufacturer.

5 For two of the industries in our model — health insurance plans and Internet service providers — 
customers have little opportunity to make an incremental purchase from the company even if they want 
to. Most consumers have only one health insurance plan and one Internet service provider in their homes. 
There is variation in the price and package customers may choose to have with a firm, but that is factored 
into the average basic relationship and does not represent an incremental purchase in the traditional sense.
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6 When US consumers can’t complete a goal online, the vast majority switch to more expensive channels, 
most often the phone. Others give up and go to a competitor, while still others abandon their goals entirely. 
Simple return on investment modeling shows that for an average retailer, the result is millions of dollars in 
lost revenue and unnecessary costs. See the February 17, 2010, “Web Sites That Don’t Support Customers’ 
Goals Waste Millions” report. 

7 Forrester interviewed firms that had successfully secured funding for major customer experience improvement 
projects and found that the most-effective business cases appeal to executives on three levels — authority, logic, 
and emotion. See the June 17, 2008, “How To Get Funding For Web Site Improvements” report. 
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