Qualtrics

{M institute

INSIGHT REPORT

Economics of Net
Promoter Score, 2017

LOYALTY LEVELS OF PROMOTERS, DETRACTORS, AND
PASSIVES ACROSS 20 INDUSTRIES

By Bruce Temkin, CCXP
Head of the Qualtrics XM Institute

July 2017

This report was originally published by Temkin Group and was updated to incorporate the
Qualtrics XM Institute™ format. There were no substantive changes made to the content.



XM Institute INSIGHT REPORT qualtrics.com/XM-Institute

Net Promoter® Score (NPS®) is a popular metric that companies use to analyze their
customer experience efforts. But how does this metric actually relate to loyalty? To
uncover the relationship between NPS and loyalty, we asked 10,000 U.S. consumers to
give an NPS to 331 companies across 20 industries, and we then looked at how this score
correlated with four key loyalty behaviors. Here are some highlights from this research:

m Compared to detractors, promoters are over four times more likely to repurchase
from a company, over five times more likely to forgive a company if it makes a
mistake, over seven times more likely to try new offerings from a company, and
almost five times more likely to trust a company.

m We performed a detailed analysis of the loyalty data for promoters, passives, and
detractors across 20 different industries: airlines, auto dealers, banks, computer and
tablet makers, credit card issuers, fast food chains, health plans, hotels and rooms,
insurance carriers, investment firms, parcel delivery services, rental car and
transport agencies, retailers, software firms, streaming media services,
supermarkets, TV and Internet service providers, TVs and appliance makers, utilities,
and wireless carriers.

m Ultimately, if a company wants to benefit from using NPS as a key metric, it must
focus on improving customer experience, not obsessing over the metric itself.

Many companies use “likelihood-to-recommend” as a key metric for measuring their
customer experience efforts.! One of the most popular incarnations of this metric is Net
Promoter Score (NPS), which is derived from asking customers:?

How likely are you to recommend <COMPANY> to friends and relatives?

Companies ask their customers to select aresponse from O (not at all likely) to 10 (extremely
likely) and then use the NPS methodology to group responses into one of three categories:

= Detractor: Gives a score between O and 6
=  Passive: Gives ascoreof 7or 8

=  Promoter: Gives a score of 9 or 10

"In a survey of 183 companies with revenues of $500 million or more, we found that 85% use a likelihood to recommend
metric. See the Temkin Group Insight Report, “The State of CX Metrics, 2016," (December 2016).

2 Net Promoter Score, Net Promoter, and NPS are registered trademarks of Bain & Company, Satmetrix Systems, and
Fred Reichheld.
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To understand how NPS relates to customer loyalty, we examined the NPS of 331 companies
across 20 industries based on feedback from 10,000 U.S. consumers.? We specifically looked
at three key loyalty behaviors — how likely customers are to repurchase from a company, how
likely they are to forgive a company if it makes a mistake, and how likely they are to try a new
company offering — along with whether or not they have actually recommended a company
to friends and relatives. When we compared the behaviors of promoters versus the behavior
of detractors, we found that:

= NPS correlates to future purchase plans. To determine the relationship between
NPS and how likely customers are to repurchase, we first took each individual
company’s NPS and subtracted it from the average NPS of its industry. We then
subtracted the likelihood of an individual company’s customers to repurchase from
the industry repurchase average and looked at the correlation between those two
numbers (see Figure 1). Through this analysis, we found that the two datasets are
highly correlated, with a Pearson correlation coefficient of .80.

* Promoters are more valuable customers. Compared with detractors, promoters are
more than four times as likely to repurchase from a company, more than five times as
likely to forgive it if it makes a mistake, more than seven times as likely to try new
offerings from the company, and almost five times as likely to trust the company (see
Figure 2). And when we looked at how loyalty changes across the NPS 10-point scale,
we found that loyalty begins to increase sharply for consumers who give the company
a score of six or more.

We examined how loyalty behaviors differ between promoters and detractors across 20
industries and found that (see Figure 3):

= Computer & tablet makers providers have the largest repurchase differential. We
looked at how likely promoters are to repurchase from a company versus how likely
detractors are to repurchase from a company and found that the difference between
these two groups ranges from 78 percentage-points for computers and tablet makers
down to 54 percentage-points for software firms.

= Computer & tablet makers, airlines, and utilities have the largest forgiveness
differential. We looked at how likely promoters are to forgive a company if it makes a
mistake versus how likely detractors are to forgive a company and found that the
difference between these two groups ranges from 63 percentage-points for computer
and tablet makers, airlines, and utilities down to 50 percentage-points for software
firms.

= Airlines and rental cars have the largest new product appetite differential. We
looked at how likely promoters are to try new products versus how likely detractors
are to try new products and found that the difference between these two groups

8 Data come from the Temkin Group Q1 2017 Consumer Benchmark Survey, which was an online study of 10,000 U.S.
consumers conducted during January 2017. Survey respondents were representative of the U.S. Census based on quotas
for age, income, ethnicity, and geographic region. To see NPS for individual companies, download Temkin Group Insight
Report, “Net Promoter Benchmark Study, 2016,” (October 2016).
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ranges from 64 percentage-points for airlines and rental cars down to 48 percentage-
points for banks.

= Computer & tablet makers have the largest trust differential. We looked at how
likely promoters are to trust a company versus how likely detractors are to trust a
company and found that the difference between these two groups ranges from 74
percentage-points for computer and tablet makers down to 56 percentage-points for
software firms.

NPS Loyalty Details for 20 Industries

We evaluated the loyalty of consumers for each of the 20 industries (see Figures 4, 5, 6, and
7).* Here's what we found:

= Airlines. Compared with detractors, airline promoters are 4.3 times more likely to
repurchase from the airline, 7.5 times more likely to try a new offering right away, and
6.3 times more likely to forgive the airline if it makes a mistake. They are also 5.6 times
more likely to trust the airline. Out of all the industries we looked at, airlines tied for
having the highest percentage of both passives (40%) and promoters (75%) who say
that they are likely to try a new offering from the airline.

» Auto dealers. Compared with detractors, auto dealership promoters are 5.4 times
more likely to repurchase from the auto dealer, 7.2 times more likely to try a new
offering right away, and 6.2 times more likely to forgive the auto dealer if it makes a
mistake. They are also 4.9 times more likely to trust the auto dealer.

= Banks. Compared with detractors, bank promoters are 4.6 times more likely to
repurchase from the bank, 13.0 times more likely to try a new offering right away, and
6.0 times more likely to forgive the bank if it makes a mistake. They are also 4.5 times
more likely to trust the bank. Of all the industries we looked at, the banking industry
tied for having the lowest percentage of passives who say they are likely to repurchase
from the company, with only 53% saying they would. Banks also have the lowest
percentage of detractors (4%), passives (21%), and promoters (52%) who say they
would likely try a new offering from the company.

= Computer and tablet makers. Compared with detractors, computer and tablet
maker promoters are 5.9 times more likely to repurchase from the maker, 7.3 times
more likely to try a new offering right away, and 6.7 times more likely to forgive the
maker if it makes a mistake. They are also 5.9 times more likely to trust the computer
and tablet maker.

» Credit card issuers. Compared with detractors, credit card promoters are 4.8 times
more likely to repurchase from the credit card issuer, 9.7 times more likely to try a
new offering right away, and 6.4 times more likely to forgive the issuer if it makes a
mistake. They are also 4.9 times more likely to trust the credit card issuer.

» Fast food chains. Compared with detractors, fast food promoters are 3.3 times more
likely to repurchase from the restaurant, 7.1 times more likely to try a new offering
right away, and 5.3 times more likely to forgive the fast food restaurant if it makes a

4 Please note that the numbers in the text are correct; however, due to rounding error, they may not match calculations
you perform yourself based on the numbers given in Figures 6 through 10.
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mistake. They are also 4.6 times more likely to trust the restaurant. Out of all the
industries we looked at, fast food chains tied for having the highest percentage of
promoters who say they are likely to repurchase from the company, with 96% saying
they would.

» Health plans. Compared with detractors, health plan promoters are 4.6 times more
likely to repurchase from the health plan, 6.9 times more likely to try a new offering
right away, and 5.8 times more likely to forgive the health plan if it makes a mistake.
They are also 4.9 times more likely to trust the plan.

* Hotels and rooms. Compared with detractors, hotel and rooms promoters are 4.7
times more likely to repurchase from the hotel, 6.1 times more likely to try a new
offering right away, and 5.1 times more likely to forgive the hotel if it makes a mistake.
They are also 5.2 times more likely to trust the hotel.

* Insurance carriers. Compared with detractors, insurance carrier promoters are 5.1
times more likely to repurchase from the insurer, 8.6 times more likely to try a new
offering right away, and 7.2 times more likely to forgive the insurer if it makes a
mistake. They are also 4.6 times more likely to trust the insurance carrier. Of all the
industries we looked at, insurance carriers have the highest percentage of passives
(56%) and tied for having the highest percentage of promoters (91%) who have
actually recommended an insurer.

* Investment firms. Compared with detractors, investment firm promoters are 5.5
times more likely to repurchase from the firm, 9.7 times more likely to try a new
offering right away, and 6.6 times more likely to forgive the investment firm if it makes
a mistake. They are also 5.1 times more likely to trust the firm. Of all the industries we
looked at, investment firms tied for having the highest percentage of promoters who
have actually recommended the company, with 91% saying they have.

= Parcel delivery services. Compared with detractors, parcel delivery service
promoters are 3.6 times more likely to repurchase from the service, 9.3 times more
likely to try a new offering right away, and 4.4 times more likely to forgive the parcel
delivery service if it makes a mistake. They are also 4.4 times more likely to trust the
parcel delivery service.

* Rental car and transport agencies. Compared with detractors, rental car and
transport agency promoters are 4.8 times more likely to repurchase from the agency,
7.4 times more likely to try a new offering right away, and 6.3 times more likely to
forgive the agency if it makes a mistake. They are also 5.7 times more likely to trust
the rental car and transport agency.

» Retailers. Compared with detractors, retail promoters are 3.2 times more likely to
repurchase from the retailer, 7.3 times more likely to try a new offering right away, and
5.0 times more likely to forgive the retailer if it makes a mistake. They are also 4.4
times more likely to trust the retailer.

» Software firms. Compared with detractors, software firm promoters are 2.7 times
more likely to repurchase from the firm, 3.6 times more likely to try a new offering
right away, and 3.2 times more likely to forgive the software firm if it makes a mistake.
They are also 3.2 times more likely to trust the firm. Of all the industries we looked at,
software firms have the lowest percentage of promoters who say they are likely to
repurchase from the company, with only 86% saying they would. The industry also
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has the highest percentage of detractors (20%) and tied for having the highest
percentage of passives (40%) who say they would try a new offering from the firm.

» Streaming media services. Compared with detractors, streaming media service
promoters are 4.3 times more likely to repurchase from the service, 6.2 times more
likely to try a new offering right away, and 5.5 times more likely to forgive the service
if it makes a mistake. They are also 4.9 times more likely to trust the streaming media
service.

= Supermarkets. Compared with detractors, supermarket promoters are 2.7 times
more likely to repurchase from the supermarket, 7.1 times more likely to try a new
offering right away, and 5.1 times more likely to forgive the supermarket if it makes a
mistake. They are also 3.9 times more likely to trust the supermarket. Out of all the
industries we looked at, supermarkets have the highest percentage of detractors
(35%), passives (71%), and tied for having the highest percentage of promoters
(96%) who say they are willing to repurchase from the company.

* TV and Internet service providers. Compared with detractors, TV and Internet
service provider promoters are 6.9 times more likely to repurchase from the provider,
10.0 times more likely to try a new offering right away, and 6.9 times more likely to
forgive the provider if it makes a mistake. They are also 7.1 times more likely to trust
the TV and Internet service provider. Of all the industries we looked at, TV and Internet
service providers have the lowest percentage of detractors (13%) and tied for having
the lowest percentage of passives (53%) who say they are likely to repurchase from
the company. The industry also has the lowest percentage of passives who say they
would forgive the company if it made a mistake, with only 30% of them saying they
would. Additionally, TV and Internet service detractors (12%) and passives (40%) are
the least likely to have actually recommended a provider to a friend or relative.

» TV and appliance makers. Compared with detractors, TV and appliance maker
promoters are 5.7 times more likely to repurchase from the maker, 6.6 times more
likely to try a new offering right away, and 5.5 times more likely to forgive the maker if
it makes a mistake. They are also 5.8 times more likely to trust the TV and appliance
maker. Out of all the industries we looked at, TV and appliance makers tied for having
the highest percentage of promoters who say they are likely to try new offerings, with
75% saying they would.

= Utilities. Compared with detractors, utility promoters are 3.7 times more likely to
repurchase from the utility company, 6.8 times more likely to try a new offering right
away, and 5.9 times more likely to forgive the utility if it makes a mistake. They are
also 4.9 times more likely to trust the utility. Of all the industries we looked at, utilities
has the highest percentage of promoters who are likely to forgive a company if it
makes a mistake, as 77% say they would. The industry also has the lowest percentage
of detractors (12%) who say they have actually recommended the company to a friend
or relative.

* Wireless carriers. Compared with detractors, wireless carrier promoters are 5.1
times more likely to repurchase from the carrier, 6.7 times more likely to try a new
offering right away, and 6.9 times more likely to forgive the carrier if it makes a
mistake. They are also 6.2 times more likely to trust the wireless carrier.
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How can companies improve their NPS? By focusing on customer experience. Our research
shows a very strong correlation exists between customer experience and NPS (see Figure 8).
We found a tight connection between NPS and each of the three components of customer
experience - success, effort, and emotion (see Figure 9). And although any company can
improve narrow segments of its customer experience, creating lasting differentiation
requires more than just strong ambitions and superficial changes.

Our research shows that long-term success requires companies to build and sustain four
customer experience competencies (see Figure 10):®

» Purposeful Leadership: Leaders operate consistently with a clear set of values.

= Compelling Brand Values: Brand promises drive how the organization treats
customers.

* Employee Engagement: Employees are aligned with the goals of the organization.

» Customer Connectedness: Customer insights are infused across the organization.

5 See the Temkin Group Insight Report, “The Four Customer Experience Core Competencies,” (April 2017).
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NPS Correlates To Future Purchase Intentions

331 Organizations Across 20 Industries
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Value of Promoters, Passives, and Detractors Across Industries

Loyalty of consumers across 20 industries
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Value of Promoters Versus Detractors
Percentage of promoters minus the percentage of
detractors who are very likely to do things (%-points)
Likelyto | Likelyto Likeﬁ’ effv’ W87 e o s
Repurchase | Forgive Offering Company

Airlines 72 63 64 73
Auto Dealers 75 62 62 71
Banks 72 61 48 70
Computers & Tablets 78 63 58 74
Credit Cards 71 59 52 70

Fast Food 67 55 55 68
Health Plans 71 58 53 70
Hotels & Rooms 73 58 61 72
Insurance 74 61 53 71
Investment Firms 76 61 61 73
Parcel Delivery 66 55 49 68
Rental Car & Transport 73 62 64 71
Retailers 65 56 50 67
Software Firms 54 50 52 56
ggrf,?gi"g bzl 70 59 57 67
Supermarkets 61 58 55 66

TV & Internet Service 77 59 54 73

TVs & Appliances 75 59 63 72
Utilities 68 63 60 71
Wireless Service 73 59 51 73
ggﬁie:] Ollpe?w?k%%r%%?aqn%?? Consumer Benchmark Survey Qualtric§ . -
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Likelihood of Repurchasing of Promoters, Passives,
and Detractors Across Industries

Percentage of consumers who are very likely to repurchase
from companies in each industry

Severe Mild

Detractors | Passives |Promoters

Detractors| Detractors (0 to 6) (7 or 8) (9 or 10)

(Oto4) | (50r6)

Airlines 8% 28% 22% 60% 94%
Auto Dealers 11% 19% 17% 57% 92%
Banks 9% 23% 20% 53% 91%
?:Q?stiters & 8% 18% 16% 57% 94%
Credit Cards 9% 23% 19% 55% 91%
Fast Food 14% 32% 29% 69% 96%
Health Plans 9% 24% 20% 54% 91%
Hotels & Rooms 11% 23% 20% 61% 93%
Insurance 9% 21% 18% 58% 92%
Investment Firms 9% 20% 17% 54% 93%
Parcel Delivery 14% 31% 28% 65% 94%
$f::::)gratr & 9% 23% 19% 57% 92%
Retailers 20% 32% 30% 66% 95%
Software Firms 33% 32% 32% 60% 86%
ggrf,?g'"g Media 13% 23% 21% 57% 90%
Supermarkets 22% 38% 35% 71% 96%
-S"Zri‘i(':';temet 6% 18% 13% 53% 90%
TVs & Appliances 12% 17% 16% 57% 91%
Utilities 20% 27% 25% 60% 93%
Wireless Service 9% 22% 18% 56% 92%
Base: 10,000 U.S. consumers Qualtrics

Source: Temkin Group Q12017 Consumer Benchmark Survey
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Likelihood of Trying New Offerings of Promoters, Passives,
and Detractors Across Industries
Percentage of consumers who are likely to try a new product or
service shortly after it's been introduced by companies in an industry
Airlines 8% 11% 10% 40% 75%
Auto Dealers 9% 10% 10% 39% 72%
Banks 2% 4% 4% 21% 52%
Computers & 7% 9% 9% 33% 66%
Tablets
Credit Cards 3% 7% 6% 27% 58%
Fast Food 4% 10% 9% 31% 64%
Health Plans 5% 10% 9% 30% 62%
Hotels & Rooms 9% 14% 12% 38% 73%
Insurance 5% 8% 7% 27% 60%
Investment Firms 7% 6% 7% 31% 68%
Parcel Delivery 6% 6% 6% 25% 56%
Rental Car & 7% 11% 10% 38% 74%
Transport
Retailers 6% 8% 8% 24% 58%
Software Firms 21% 19% 20% 40% 71%
gterrfl?g'"g Media 10% 11% 11% 36% 68%
Supermarkets 7% 10% 9% 30% 64%
TV & Internet
0, (o) (0] 0, (0]
Service 4% 8% 6% 26% 60%
TVs & Appliances 10% 11% 11% 39% 75%
Utilities 9% 9% 9% 33% 70%
Wireless Service 9% 9% 9% 29% 60%
Base: 10,000 U.S. consumers Itri
Source: Temkin Group Q1 2017 Consumer Benchmark Survey QEEMC,S ‘tt t o~
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Likelihood of Forgiving of Promoters, Passives,
and Detractors Across Industries

Percentage of consumers that are very likely to forgive companies in
each industry if they make a mistake

Dest(:\algzsrs Detl:'llal::(’iors Detractors Passives Promoters
(O to 4) (5 or 6) ((OR X)) (7 or 8) (9 or10)

Airlines 7% 14% 12% 37% 75%
Auto Dealers 11% 12% 12% 37% 74%
Banks 6% 14% 12% 31% 72%
?:S?gt“sters & 10% 11% 11% 36% 74%
Credit Cards 7% 12% 11% 33% 70%
Fast Food 10% 14% 13% 34% 69%
Health Plans 5% 14% 12% 33% 70%
Hotels & Rooms 11% 15% 14% 37% 72%
Insurance 7% 12% 10% 32% 72%
Investment Firms 10% 11% 11% 37% 72%
Parcel Delivery 10% 17% 16% 35% 71%
$f:::;)grat’ & 8% 14% 12% 36% 75%
Retailers 11% 15% 14% 32% 70%
Software Firms 25% 22% 23% 42% 73%
ggrf,?g'"g HECIE 13% 13% 13% 36% 72%
Supermarkets 13% 15% 14% 36% 72%
-S'-er‘ilztemet 6% 12% 10% 30% 69%
TVs & Appliances 13% 13% 13% 39% 72%
Utilities 13% 13% 13% 37% 77%
Wireless Service 7% 11% 10% 31% 69%
Base: 10,000 U.S. consumers .

Source: Temkin Group Q12017 Consumer Benchmark Survey Qualtrics
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Likelihood of Trusting of Promoters, Passives,
and Detractors Across Industries

Percentage of consumers that recommended the company to
at least one friend or relative

D(?t?‘ali:srs De tl:'nal:gors Detractors| Passives |Promoters
(0 to 6) (7 or 8)
(Oto4) (50r6)

Airlines 9% 18% 16% 48% 89%
Auto Dealers 12% 20% 18% 50% 89%
Banks 9% 24% 20% 54% 90%
$:l’3‘|1§titers & 8% 16% 15% 49% 89%
Credit Cards 8% 22% 18% 50% 88%
Fast Food 9% 21% 19% 51% 87%
Health Plans 7% 22% 18% 46% 88%
Hotels & Rooms 10% 20% 17% 49% 89%
Insurance 12% 23% 20% 56% 91%
Investment Firms 11% 20% 18% 53% 91%
Parcel Delivery 12% 22% 20% 48% 88%
.'?f:::‘;gi’ & 9% 17% 15% 47% 86%
Retailers 13% 22% 20% 47% 87%
Software Firms 33% 24% 26% 52% 82%
gzrr‘f,?g'“g Media 10% 19% 17% 45% 84%
Supermarkets 13% 25% 23% 52% 89%
;er‘h'::temet 4% 17% 12% 40% 85%
TVs & Appliances 10% 16% 15% 48% 87%
Utilities 14% 19% 18% 51% 89%
Wireless Service 7% 18% 14% 47% 87%
Base: 10,000 U.S. consumers Qualtrics

Source: Temkin Group Q12017 Consumer Benchmark Survey
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Better Customer Experience Correlates To Higher NPS

331 Organizations Across 20 Industries

20 -

-30

40 -

Copyright © 2017, 2019 Qualtrics®. All rights reserved.

Base: 10,000 U.S. consumers, 331 companies across 20 industries
Source: Temkin Group Q12017 Consumer Benchmark Survey

Pearson correlation
coefficient (R) =.73
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Value of Promoters, Passives, and Detractors Across Industries

Percentage of Promoters (9s or 10s) Versus Customer Experience Ratings

B Low Score(1to 3) ®Medium Score (4 or 5) mHighScore (6 or 7)

78%

69% 70%

17%
10%

Success Ratings Effort Ratings Emotion Ratings

9%

Net Promoter Score Versus Customer Experience Ratings

100 -

80
—e— Success Ratings

60 - —&_ Fffort Ratings

-4 Emotion Ratings
40 g

20 -

Verylow (1) 2 3 Neutral 6 Veryhigh (7)

Base: 10,000 U.S. consumers, 331 companies across 20 industries

Source: Temkin Group Q12017 Consumer Benchmark Survey Qualtrics
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The Four Customer Experience Core Competencies

Four Customer Experience Core Competencies

Purposeful Leadership Compelling Brand Values
Do your leaders operate Are your brand attributes
consistently with a clear, well- driving decisions about
articulated set of values? how you treat customers?
Employee Engagement Customer Connectedness
Are employees fully /s customer feedback
committed to the goals and insight integrated
of your organization? throughout your organization?

Do your leaders operate consistently with a clear, well-
articulated set of values?

Are your brand attributes driving decisions about how you
treat customers?

Are employees fully committed to the goals of your
organization?

Is customer feedback and insight integrated throughout
your organization?

Qualtrics

XM institute
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Figure 10
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