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CX Under Threat 

Forrester attests to this onset of fatigue and offers the
‘plateauing of CCOs’ as evidence.  Few respondents
to a 2016 survey held a chief customer officer (CCO)
title amongst C-suite leaders who are responsible for
CX efforts. Half a decade ago, CCO roles seemed
poised for growth as more companies invested in
their customer experience efforts. Yet five years ago
just 10% of Fortune 500 companies have one and
only 10% of enterprise-level respondents volunteered
that their firms plan to hire one. In its predictions for
2020, Forrester forecast that one in four CX leaders
would lose their job against a background buoyant
economic conditions with increased expenditure on
CX. COVID 19 changed that picture and it now
appears conservative as budgets are slashed in the
face of reduced demand. A figure of one in three CX
leaders losing their job now looks more likely.
Forrester’s original prediction rejected the increasing
levels of pushback by senior executives against CX
that is ‘fluffy’ and ‘not commercially-oriented’. In a
recent exchange, an industry pundit made the same
point using more colourful language: 
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Some two decades since its inception, the global
Customer Experience movement finds itself in a
perilous state. Inside many organisations, the
executive support and sponsorship of CX that once
underpinned investment in CX resources and
programs, is today being replaced by CX fatigue. The
promise of CX transformation (once heralded as
‘central to our strategy’) is no longer heard in the
corridors and meeting rooms of organisations around
the world. Instead, CX finds itself a potential line item
on the cost cutting list, the subject of a quiet and
considered executive discussion about evacuating
costs and reinvesting elsewhere. 
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“The CX industry is drowning under the weight of its
own BS at the moment.” 

In its Predictions 2020 report, Forrester argues even
more dramatically that customer experience
professionals will either quantify their business
impact or find themselves in a tenuous position.
CEOs will demand CX initiatives move out of the
experimental phase and prove their contributions to
top and | or bottom-line growth verified by
measurement, metrics, and analytics. 

As the Sword of Damocles dangles precariously
over the heads of CX executives, the onset of
tragedy is restrained only by a delicate chance of
survival. We are reminded about the long list of
management fads that were once announced with
fanfare and now relegated to corporate history.
Those fads promised outcomes such as greater
effectiveness, more motivated and productive
workers, and deeply satisfied customers.  Matrix
Management became big in the 1980s where
everyone had several different bosses. Matrix
Management was phased out as organisation
realised it made office life one long turf battle.  
Management by Objectives also failed because
priorities change over time. In fast moving sectors
defined objectives can be rendered as meaningless
within a week. Theory X was based on the premise
workers inherently dislike and avoid work and must
be driven to it. Once used in human resource
management, organizational behaviour,
organizational communication and organizational
development, Theory X was replaced in some
sectors by its exact opposite (Theory Y). The list is
long. 
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Inability to demonstrate CX returns  
Inadequately differentiated CX 
A lack of CX execution

CX Transformation
  
While CX is exposed to imminent risk, the bell has not
yet tolled. Because leaders and employees are
themselves customers, there is a still daily quest for
(and sometimes a discovery of) truly differentiated
customer experiences. These are the experiences
both surprising and delightful. The abundance of
inherent hope CX will prevail exists because we know
customers no longer base their loyalty exclusively on
price, product, or brand. Instead, they stay loyal with
companies because of the experience they receive.
  
CX must pivot to survive, prosper, and escape its
potential inclusion on the long list of defunct
management fads. Changing the approach to CX is
critical inside many organisations where CX
investments have not been as successful as hoped.
The potential of CX to transform businesses and shift
the needle on performance relies on first
understanding the gaps, inadequacies, and blind
spots of its exposed underbelly.  

Three critical vulnerabilities are common across the
landscape of government and enterprise CX
programs today: 

1.
2.
3.

  

Inability to Demonstrate CX Returns 

Reflecting on the lack of bottom-line CX outcomes,
some CEOs’ are beginning to exhibit early symptoms
of CX fatigue. The CEO, struggling to identify an ROI
on several years of CX investment, questions the
economic upside created from customer experience
improvement. The silence from many CX practitioners
is deafening. 

Developing and selling the conceptual story of
why customer experience is important has proven
relatively easy. Executives in many markets
realise they must differentiate their organisations
through compelling customer experiences. From
the early 2000’s to present day, leadership teams
have demonstrated their support for the notion of
improving the experience their customers have
by incorporating CX in their articulation of
strategy. This articulation was sometimes
followed by investments in customer research,
current state journey mapping and target state
design. Sadly, in most cases the advancement
came to a grinding halt. CX groundwork headed
for the filing cabinets of informed, but largely
unconvinced, leadership teams. Others remained
steadfast in their commitment to investment and
progressed into CRM implementation, Voice of
Customer program design and experience
reporting and dashboard creation. Fewer still
progressed beyond strategy, design, and other
internally focused programs to creating new and |
or differentiated experiences for customers. This
is an alarming but not entirely surprising
outcome. 

The inability of CX leaders and teams to link CX
to the top and bottom-line fortunes of an
organisation is a fundamental contributor to its
decline and potential destruction. CX has always
been a strategy for growth and profit. It has never
been about putting journey maps up on a wall to
showcase understanding. A relatively small
investment might be adequate for some journey
maps and co-design workshops. However real
transformation will only be realised if it is
underpinned by a credible, financially driven,
business case highlighting the economic benefits
of customer experience. In the absence of a
financially driven business case, leadership
teams may be approaching a time when they are
no longer willing to fund the CX experiment. The
reason is simple - they cannot see the clear
linkage between the experience delivered and
creation of financial value. 

So why, after many investment seasons, are
most CX teams still unable to show the ROI
attached to their CX program.
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It would seem to be an amazingly simple question.
Despite the importance of customer experience
economics, few executives know even the basic
numbers that are so critical to establishing a
financially driven customer experience business case.
Companies struggle to tie customer-centricity directly
to business performance because many executives
feel customer-centricity is more of a qualitative
measure than a quantitative one. In the words of
William C Taylor: 

“Most organisations know the cost of everything but
the value of nothing”.

A big part of the problem is the use of Net Promoter
Score (NPS) as the cornerstone metric for CX. NPS
was first developed in 2003 by Bain and Company.
Today the metric is used by millions of businesses as
a measure of customer perception and loyalty. It is
often held up as the gold standard CX metric. NPS
measures customer perception based on a simple
question: ‘How likely is it that you would recommend
our [Organization | Product | Service] to a friend or
colleague?’ Respondents provide a rating between 0
(not at all likely) and 10 (extremely likely). Customers
are categorised by their response into three groups.
Promoters with a score of 9 or 10 are typically loyal
and enthusiastic customers. Passives with a score of
7 or 8 are customers satisfied with service but not
happy enough to be considered promoters.
Detractors with a score of 0 to 6 are unhappy
customers who are unlikely to buy from again and
may even discourage others from buying. The actual
NPS score determined from the difference between
Promoters and Detractors scaled to 100 responses. 

Bain’s original research showed companies with
positive NPS scores grew faster than their lower
scoring rivals.

9 Harvard Business Review 2015 ‘Making customer-centric strategies take hold’
10 William C Taylor 2016 ‘Simply Brilliant: How Great Organizations Do Ordinary Things in Extraordinary Ways’ Portfolio Publishing

However, NPS scores do not consistently vary
across markets, and the rate of growth is not
consistent with NPS across sectors. A bank with
a small positive NPS could not be compared to
Apple’s remarkable NPS to determine a
proportional level of growth. NPS purports to
measure customers’ desire to stay with a
company and whether they will recommend
others to that company. It does not. NPS is a
measure of immediate sentiment like customer
satisfaction. The difference with NPS is in
providing a way for customers to signal they were
more than just satisfied. Companies with positive
scores can know they have created experiences
resulting in more than just satisfied customers.
The resulting revenue is not predicted by this
score. The cost of this sentiment is also ignored.
NPS must be connected to return metrics to be
totally effective. Frequently it is not. 

The problem with NPS is it is only an accurate
measure of sentiment. It is an inaccurate
measure of intent. Asking customers about their
likelihood to recommend is different from tracking
if they did actually recommend someone, who
was referred and when. It is tantamount to the
billions of all too frequent discussions about
weight loss. Being on a diet may or may not
account for something on the bathroom scales.
Stating you are on a diet and intend to slim down
only indicates a sentiment about body image and
a desire to lose weight. But it is the scales which
provide unambiguous evidence about your
actions. If you have ever tried to lose weight and
failed you will know the scales do not seem to
listen to your stated intentions. Scales are not
sentimental! Intention to purchase research is
notoriously inaccurate (see Table 6 in Chapter 4).
Tracking NPS for CX effectiveness has the same
inherent issue. 

CX ROI is not measured by NPS. CEO’s are not
typically seen running through the office
demanding to know the firm’s NPS score. Those
same CEOs will not often be heard or seen
demanding today’s Customer Satisfaction (SAT)
or Customer Effort Scores (CES). Customer
satisfaction measures the way customers feel
about a company or its products and services.
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Satisfaction is their attitude toward a company in the
context of trying to get something done. Customer
effort defines the amount of work customers
experience during any part of their lifecycle while
doing business with a company. Neither SAT nor
CES are measures of actual customer behaviours
resulting in retention or loyalty. While NPS | SAT |
CES may be correlated with financially relevant
customer actions, the variance across markets and
businesses matches the range of customer
experiences on offer. 

The most important metrics for the CEO are
EBITDA, ROFE and other financial ratios valued
by shareholders. Business is about revenues and
costs and building any CX program to exclusively
pursue improved levels of referral, advocacy and
NPS scores ignores the real and potential
financial upsides created by improved CX. Those
upside revenues and cost savings are
summarised below.

CX ROI Revenue Upsides 

Unlike NPS, the following financial outcomes of
improved CX are unambiguous and bankable.
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Average order size describes the average dollar
amount customers spend each time they place an
order, on a company's products and services. 
Average order frequency is the average number
of times customers purchase a company’s
products or services. 
Customer profitability is the amount or
percentage of profits from a given customer,
customer segment, customer cohort or company.
Customer lifetime value totals the dollar value
that customers spend on products and services
across their entire relationship with a company. 

There are more measures organisations would do
well to consider as principle CX metrics including:  

Conversion rate refers to converting prospects
who are using a free | limited product or service
into fully paid subscriptions beyond trial. In this
instance customer experience affects whether
customers will decide to pay for the full scope of
services. 
Product or service adoption is helping
customers to extract value from purchased
products and services from effective use.
Effective use supports customers to achieve
their goals and directly impacts perceived value
and performance, causing customers to buy a
company’s products and services more
frequently. 

http://loricarrassociates.com/Customer_Experience_Metrics.pdf
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The Ritz Carlton customer fund
  
Every employee is given an allowance of $2,000 per
guest to spend each day to enhance their experience
or to immediately resolve any problems, effectively
"wowing" the guest. Because of their son’s food
allergies, a family vacationing at the Ritz-Carlton,
Bali, was always careful to bring their own supply of
specialized eggs and milk. In this instance, however,
the food was ruined en-route. The Ritz-Carlton
manager could not find any of the special items in
town, but his executive chef recalled that a store in
Singapore sold them. The chef contacted his 
mother-in-law who lived there to purchase the items,
and then fly to Bali (about 2.5 hours) to deliver them.  13

CX ROI Cost Improvements  

Increased revenues are not the only bankable
benefits from CX innovation. Cost improvements
also apply. NPS, CSAT and CES measures fail to
capture these potential and real cost savings.
These savings measure business efficiency. They
define how streamlined and efficient it feels from a
customer and | or company perspective to do
business with a company. Designed experiences
should at least deliver simplicity to simultaneously
reduce customer effort and company costs.  

While this appears logical, CX cost units are often
unknown within organisations. The data is spread
across multiple departments who treat each
transaction or interaction with a customer as an
isolated event. As a consequence, the true cost of
serving a customer, the cost of a generated lead,
the cost of a new customer acquisition and the cost
of a complaint are difficult if not impossible to find in
corporate archives. Achieving an ROI on CX
involves not only understanding these cost units but
being able to apply them both collectively and
effectively to the organisational benefit (see Table
1.2).
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The quality and consistency of the experiences an
organisation delivers to customers has both a direct
and indirect impact on value creation (e.g. share of
wallet, price premium, retention, referral) or
conversely the destruction of that financial value.
Simultaneously, poorly designed customer
experiences create costs (e.g. errors, complaints,
workarounds and increase acquisition and retention
costs). 

From the organisation’s perspective, an inability to
grow and | or command a price or margin premium
is combined with a relentless escalation in the cost
of servicing and acquisition. This creates the perfect
storm. 

CX practitioners must link CX to business
economics if they are going to successfully recruit
allies in the organisation for transformational
growth. 



15 McKinsey and Company 2019 ‘What matters in customer-experience transformations’, https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/what-
matters-in-customer-experience-cx-transformations, accessed 25 July 2020
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They must speak in the language of profit and
loss, of EBITDA and ROFE, of risk and reward.
Within our largest corporations and government
entities, the language of CX is not yet crisp
enough to be sustainable. Arguably the single
most significant challenge for CX practitioners is
shifting from the warm and fuzzy motherhood
statements about CX visions and values to a
more hard-nosed dialogue about returns. 

To avoid irrelevance the CX industry must move
to robust quantitative analysis. This must validate
the economic value of various customer
interactions and allow the organisation to
determine where an investment in experience
improvement will deliver the greatest return. New
capabilities alone do not guarantee success.Most
CX measurement systems fail to link business
impact to the elements driving customer
satisfaction improvements. Value realisation
requires measurement of both upside and cost. It
is that simple. A compelling financial story is
necessary to secure funding and executive buy-in.
CX is on notice the nice story is no longer
enough. Executives expect an actual
demonstration proving money spent on
CX delivers positive business results.
Otherwise the future is bleak. CX budgets will
shrink and CX jobs will get cut. 

This whitepaper is part one of a three part series.
It is an extract from Chapter 1, The Case for
Change from “LEAN CX - How to differentiate at
low cost and least risk" (De Gruyter Publishing
2021). Stay tuned for part two in this three part
series. 
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For over 20 years, Strativity Group has led hundreds of organisations around the world into a new era
of strategy, creativity and customer-centricity. We have impacted millions of customers and created
over $3B USD in commercial value. We take a disciplined, holistic approach to both design and
activation, fostering profound cultural changes that support both the journey of a customer and the
profitability of a business. 

We are expert analysts, insightful strategists, and action-oriented consultants, all focused on a single
objective: building businesses by creating new value for customers, promoting excellence in customer
interactions, and fostering a lasting commitment to exceptional customer experiences. 
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across a range of industries. 
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