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1. About E -consultancy

E-consultancy is the leading source of independent advice and insight on digital
marketing and ecommerce.

Our reports, events, online resources and training programmes help a community of
over 75,000 registered marketers make better decisions, build business cases, find
the best suppliers, look smart in meetings and accelerate their careers.

E-consultancy is anaward-winning online publisher of reports covering best practice,
user experience benchmarking, market data and supplier selection aimed & internet
professionals that want practical advice on all aspects of ebusiness.

E-consultancy also operates a highly populartraining division, used by some of the
worl dés most gsifoostaff edecatibn, doth i +mouse and via public
courses. We provide training across all areas of digital marketing and at all levels
from one day courses to diplomas to Masters in Digital Marketing.

In addition, we host more than 100 eventsa year, sich as The Online Marketing
Masterclass, regular Supplier Showcases and Roundtables, an annual Future of
Digital Marketing event, Digital Cream and a range of social events.

The E-consultancy site now attracts 175000 unigue users per month where they
access research, read thélog and take part in discussions in the forums. And as a
portal to the digital marketing community, E -consultancy members can also link up
with other members and digital suppliers through our directories, as well as find a
new job or new digital talent using the job listings.

Someof Ec o ns ul t a n-side éhemberd inclade:tGoogle, Yahoo, MSN,
MySpace, BBC, BT, Shell, Vodafone, Yell.com, Dell, Oxfam, Virgin Atlantic, TUI,
Barclays, Carphone Warehouse, IPC Media, Deloitte and Touche, FMobile and Estée
Lauder.

Join E-consultancyt oday to | earn whatds hagngwhati ng
works.

Call us to find out more on +44 (0)20 7681 4052 or contact us online.
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2. About cScape

cScape, the research sponsor, is an awardvinning interactive agency and a certified
Microsoft Gold Partner. An emphasis on customer engagement underpins cScag 6 s
integrated consultancy, creative design and technical development services.

The cScape Customer Engagement Unit (CEU), launched in November 2006, is a
team of individuals with decadesof experience in digital marketing and
communications, design and technology development.

cScape combines indepth research into the science of persuasion with the
development of practical online engagementstrategies. Our priority is to

enable clients to align business goals with the needs and interest of their customes.
cScape works with a diverse range of organisations from the corporate, charity and
government sectors.

The CEU has continued to grow over the last year and has now developed an
international base of partners. This allows the CEU to provide wider services to global
companies, many of whom have contributed to the success of the survey this year.

Since the |l aunch of the CEU and the worl dbs fi
Engagement Survey,the idea of customer engagement has been widely adopted by

companies and agencies alike.cScape continues to be at the forefront of developing

the concept of engagement with the book Winners and Losers in a Troubled

Economy; how to engage customers online to gain competitive advantage published

in early 2008 and a continu al programme of thought leadership eventswhich have

informed professional and informal online debates about engagement and

persuasivedesign.

cScapeis also a Microsoft SharePoint Server 2007 (MOSS) Centre of Excellence and
has an award winning design team.

We have an exciting programme of events planned for 2009 and hope you will be able
to come along. Please contacSarah Woodbridge to find out more about events, the
Customer Engagement Unit and cScapeds other se

Find out more about cScape
http://www.cscape.com

Join to debate
http://www.customer -engagementnetwork.com
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3. Introduction by cScape

Welcome to the third annual Online Customer Engagement Survey Report. This year
the survey was translated into four different languages and attracted the largest
number of participants ever with nearly 1,300 companies and agencies taking the
survey.

This makes it the biggest suivey of its type anywhere in the world. Half of you now
classify customer engagement as essential to your organisation and your answers
indicate that an increasingly large number of you understand customer engagement
as an activity that delivers value to both customers and businesses.

Afterall, this is the defining feature of engagement- its true value lies in the

development of mutually beneficial relationships. Thi s year d6s report provi
into the way companies and agencies are continuing to u® the online space to

develop stronger and more intimate bonds between our organisations and our

customers.

A year ago we might all have accurately predicted that email newsletters would
remain a staple technique for improving online customer engagement, but far fewer
might have predicted that 13% of companies wouldbe looking to invest in micro-
blogging utilities like Twitter.

There have been a number of constants across the years that the survey has been
running but this report is published into a ver y different world than the previous
ones. The shadow of a credit crunch in 2007/2008 has already turned into full -

blown recession in some countries and the impact of international economic woes are
predicted to reach well into the next decade.

The instability that the market economy creates for all organisations means that it is
increasingly difficult to think beyond the short term and even the best laid business
pl ans can be unhinged at a momentdés notice.

So what roleis there for customer engagement within this climate?

To effectively engage we must endeavour to understand and provide relevanceand

this yeards report provides insights into how
customers, as well as what methods we are using to learn how our custorars are

changing in this new world.

Nearly 50% of you recognise that sensitivity to price will be a key customer behaviour
in the coming year. But if we assume that it is the sole, or indeed the most important
motivating quality, we will have missed the more subtle interaction between the
changing economic environment and our customer sépsychology, and ultimately their
behavioural patterns.

For example, in previous economic downturns escapism made the cinema, gambling

and cosmetics r elratoifwel Widrledéesesyi cronti nue t o b
forms of escapism predominate? What role will the expanding second-hand market

online play and how can we take advantage of this?

As tightened purse strings encourage conservative purchasimg, how will a
recessionary focus on the family unit express itself online?
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In our first Online Customer Engagement Report published in 2006 | made the point

that fAcustomer engagement i s the best measure
an engaged relationship is probably the only guarantee for a return on your
organi sationsd®é or your clientsd objectiveso.

| still hold this to be true. Indeed , in a troubled economy the emphasis on
engagement is one of the few activities that can deliver value to both customer and
business alike, over both the short and the long term.

Those organisations able to grasp the changes
psychology, while placing an emphasis on delivering increased value, will be able to
reap the rewards of customer engagementand will be best placed to emerge winners
from the current economic situation . Thos e t hat candét have a | ot t

It just remains for me to thank all those who made this the most successful survey to
date. Thanks you to everyone who participated. To Linus and Aliya at E-consultancy.
To our partners who promoted the survey around the globe - Patrick, Lance, BJ, Ria,
Theo and Ann-Kathrine.

To our contributors 7 Jim, Andy, Pete, Clare, Alex, David, Hugh, Dave, Becky, lan,
Eric, Linda, Stephane, Matthew and Martha. And finally to my colleagues at cScapei
Sarah W, Magda, Sarah B, Tom, Steven, Lucy, Theresa and Rob.

We hope you find the third Annual Customer Engagement Report interesting and
usef ul and that youdéll share your thoughts on

Richa rd Sedley
cScape Customer Engagement Unit
r.sedley@cscape.com
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4. Executive Summary and Highlights

The third annual Online Customer Engagement Report, produced in association with
cScape, is based on a survegf 1,300 respondents carried out in September and
October 2008.

Whilst the importance of customer engagement is widely acknowledged, the research
found that fewer than half of organisations (45%) have a defined customer
engagement strategy in place.

Itis clear that whilst companies understand that customer engagement is important,
many are still unsure about how to implement a coherent and practical plan of attack.
Tellingly, only about half of respondents (51%) said that the deteriorating economic
climate had resulted in a greater focus on customer engagement.

The essence of customer engagement iseen as beingabout creating relationships

which result in value both for customers and for organisations. Asked about their

or gani sirdetest m ondiree customer engagement, 38% of respondents said that

i t wa s inadasing lbng fierm customervalued whi |l e 34% said that
fincreasing value delivered to the customer o .

Customer engagement isalso widely seen asa  w a ydeepehingfand enriching a
product or service offering 6 and a mg@ainihgocustorheo insiglit o.

Changing customer behaviour

At a time of economic crisis, organisations need to be clear about how customes are
modifying their behaviour and how this could impact them.

Sensitivity to price is the type of customer behaviour which responding organisations
feel that they will most likely need to address over the next 12 months.Nearly half of
companies surveyed (48%) said that thiswould be a behavioural trait which was
significant for them next year.

This is the ranking of behaviour in terms of significan ce toorganisations:

Sensitivity to price (48%*)
Focus on quality (45%)
Desire for simplicity (36%)
Intolerance of poor customer service (32%)
Prolonged decision-making (31%)
Lack of supplier / brand loyalty (30%)
Focus on short-term needs (27%)
Purchase of luxury and indulgent items (9%)
Sacrifice (family first etc) (7%)
Buying own -brand products (7%)
Buying and selling second-hand (5%)

*Respondents could check up tofive behaviours or attributes which they thought their organisations would need to
address in the next year.

8

E-consultancy / cScape Third Annual Online Customer Engagement Survey Report
Copyright © E-consultancy.com Itd 2008



Customer Engagement Repat 2009 —mcScape &  €-consultancy

Other report highlights:

1 Email newsletters are the tactic most likely to have driven a tangible
improvem ent in customer engagement, with 59% of respondents saying that
their organisations will increase their spending in this area.

9 Areas associated with Web 2.0 and social media such asiser ratings &
feedback (41%), user-generated content (37%), blogging (36%) and brand
presence on social networks (36%) are also expected to attract significant
sums of investment even though it is not always easy to track Rol in some of
these areas.

91 Despite the relative novelty of micro -blogging utilities such as Twitter, iti s
interesting to note that 7% of companies say theyhave improved their
customer engagement through this channel.

1 Survey participants were asked toindicate up to three attributes of an
fiengaged custome @vhich they considered most important to their
organisations over the next year.

o0 The attribute seenreecommemisproduct, segvicer t ant i s
or b r, deended to be a topthree attribute by 58% of company
respondents and 54% of agency respondents

o Other attributes of engaged customers valued by companies are:
A They nwormr bkelito convert more readily 0 (44%*)
A T h e purcliase regularly 0 (36%)
A They lesglikely fo switch supplier 0 (30%)

o Despite the growing importance of customer empowerment, only 13%
C i tpaticipation ininnovatio nanddesignd as an i mportant
customer attribute.

*Respondents could check up to three attributes of an engaged customer

1 Only 5% of companies have a customer engagement strategy which embraces
the mobile channel.

9 Lack of resources continues to be amajor barrier to successful customer
engagement, although encouragingly, slightly fewer companies now find this
to be a major problem compared to last year (52% compared to 60% in last
year s survey).

9 Just under a third of companies (31%) say thatproble ms with technology are
a significant barrier to cultivating better customer engagement.
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5. Methodology and Sample

5.1 Methodology

Almost 1300 respondents took part in an online survey!over a five-week period in
September and October 2008. E-consultancy and cScape would like to thank those
who took the time to complete the questionnaire.

Information about the research, including the survey link, was emailed to E -
consultancyds user base. The majority of
there are also significant numbers of respondents from the United States, the rest of
Europe and beyond.

If you have any questions about this research, please contact Linus Gregoriadis at E
consultancy (linus@ e-consultancy.com)

5.2 Respondent profiles

The vast majority of survey respondents work either forin-h ous e t e aliens- (i
sided organisations), or for external agencies (including consultants and technology
suppliers).

For the purposes of this report, we have carried out separate analysis for both these
groups and the distinction is abbreviated to companies (including not -for-profit
organisations) and agencies .

In total, 575 company respondents took part in the survey, compared to 586 agency
participants. Company respondents were asked to comment in respect of their own
organisations, while agencies were typically asked to comment in terms of a typical
client.

Figure 1. What type of organisation do you work for?

Part of &n in-house team [client-side) = Externd agency/ supplier / consultant mOthes

Basei all respondents (1291

1E-consultancy usesClicktools for its online surveys.
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5.3 Geography

The geographical spread of respondents is shown inFigure 2 and Figure 3 below.
More than two thirds of company respondents (71%) are UK- based.

The agency sampleis slightly more global, with 37% of these respondents based
outside the UK. The survey wasavailable in four languages, including English,
Spanish, Greek and Chinesejn an attempt to make this research as global as
possible.

Companies ( dlient-sided  dnrFhouSeod)

Figure 2: In which country / region are you based?

UK  ®Europe loutside UK} ® NorthAmerica wChina  m Other

Basei all client-side respondents

Agencies (including consultants and technology suppliers)

Figure 3: In which country / region are you based?

UK mEurope (outside UK) mNorthAmenca s China  ® Other

Basei all agency respondents
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5.4 Company turnover

Figure 4 shows the range in the size of participating organisations, as defined by
company turnover. Approximately a third of respondents (36%) work for companies
with annual revenues of £10 million or less.

About half (49%) of those companies taking part have a tunover of more than £50
million, of whom more than a third of respondentswork for companies with a
turnover in excess of £150 million.

Agency respondents typically work for smaller organisations, with 45% of them
representing agencies with a turnover below £1 million [ Figure 5].

Companies

Figure 4: What is your annual company turnover?

A0
3T

I3%
A%

5%

22%
6%
1584, 14%
12%
10%
5%
D%

Under&1milion £1-€10milion  £10-£50million £50-£150 milion  =£150 million

Basei all client-side respondents
Agenc ies

Figure 5: What is your annual company turnover?

50
45%
A5%
A,
5%
k[
25%

20%

=5
5%
3% %

Under £1 millian £1-£10 million £10-£50million  ES0-EXS0million =£150million

Basei all agency respondents
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5.5 Business Sector

The best represented sectors ardinancial services, retail, travel and
publishing [Figure 6].

Figure 6: In which business sector is your organisation?

16% 15%
14%
12%
10% %
8%
6% 6% 6% o
4%
a% 4% 3%
- I I 2% B 1% 1% o
: 0%
0% 3 l . . NN BN NN s
N & & Q& & oS & O & © NS~ S
é‘& Qg'z & ,:,<~‘° 5 é"o @é\ o“é’ c“& &.& ‘\&« & & & Qé\ &
& .o\\(}\.gf"@é‘g’ec}b\q}\@@oe‘)@(?
2 ® P e F F F
(\O Q¥ é@z A & R w \\&
& ¢ \E& ¥ & S o®
< "\ ‘x\’b & ]
& &
& N\ O
Q}é‘ o(a
Sl
&8
(JO
Basei all client-side respondents
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6. Findings

6.1 Customer engagement strategy
6.1.1 Importance of customer engagement

Figure 7 shows that customer engagement catinues to be of key importan ce, with
slightly more respondents saying that it i sessé@ntialothan last year [Figure 8]. The
overwhelming majority of client -side respondents saythat customer engagementis
fimportant 0(35%) or fiessentiald (52%) to their organisations.

Only 1% of repondents feel that it is not important, reflecting the growing shift
towards putting the customer at the heart of business strategy.

Companies (2008 )

Figure 7. How important is customer engagement to your organisation?
a0

52%

a0

i

1

Essential impartant Hece-to-have Mot impartant

Base- 463
Companies (200 7)

Figure 8: How important is customer engagement to your organisation?
6%

40%
4%

10% 2%

0%

Essential Impoartant Miceta have Mot important

Basei 431
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From the agency perspective, approximately 84% of agenciegcompared to 82% last
year) feel that customer engagement is essential or important, emphasising the
underlying message that customer engagementcontinues to be acritical component
of organisational strategy.

Agencies

Figure 9: Typically, how importantis online customer engagement for your clients?
50%

45% 43%
41%

40%
35%
3I0%
5%
0%
15% 13%
10%

5% ¥

0%
- -
Ecsential Irripart ant Mica-lo-have Nolimporant DL ki [ ol

relevant

Base’i 453
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6.1.2 Do you have ad efined customer engagement strategy ?

Whilst the importance of customer engagement is widely acknowledged, less than
half of organisations (45%) have a defined customerengagement strategy in place. It
is clear that whilst brands understand that customer engagement is important, many
companies arestill unsure about how to implement a coherent and practical plan of
attack.

Companies
Figure 10: Does your organisation have a defined customer engagement strategy?

Yas wNo

Basel 461

From the agency point of view, fewer than a third (just 28%) say that their clients
have what they would call a defined customer engagement strategy in plae,
suggesting a difference of opinion between companies and agencies about what
constitutes a defined strategy in this area.

Agencies

Figure 11 Do your clients typically have a defined online customer engagement
strategy?

7as wNo

Basei 450
1€
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6.1.3 Interestin  customer engagement

Organisations focus on austomer engagementfor a variety of reasons, but it is clear
from Figure 12 that the essence of customer engagement is aboutreating
relationships whic h result in value both for customers and for organisations.

Asked about t heinteresoirogliaencustomdr éngagenentai, 38 % o f
respondent s s ai dincteasimg long-termews®meavaloewt wihi | e 34 %
sai d t hat indreasimgsaluadelivaread to the customero .

Respondents, who were able to check up to three options, were also likely to indicate
that customer engagementisa w a yeepehingf@nd enriching their product or
service offeringd ( 29 %) and @animgecustomet indightd i 2 8 %) .

Only 2% ofresponding organisations said a major interest w a snsufiating against a
troubled economy 0. This shows that very few companies are seeing improved
customer engagementexplicitly as a way of dealing with the economic dwnturn.
This may partly be because companies have not yet been severely affected by the
credit crunch, but also because protection against recession is a possible benefit of
customer engagement rather than a principal driver of their endeavours in this ar ea.

Companies

Figure 12 Whi ch of the foll owing best describe you
online customer engagement?

169
a5%

W & & & & & F & & & ¢ & & &
* & & o & o & S R & o o o
Q' O N & Es) < < (N < & A ,;b ) o
& s o & . & & Q 2 & X 3 )
S [ ¢ > o N\ g o &~ & 87 Ng &
& & & & 3 § & & 3 S
29 \‘\c e \o“\ &) 6"’ 3 & & \\& éﬁ Q& &
il e S & & & P& &8 F o &
& & 0 & & F ST S &
o & S P& & & & ¥ &F & g &
& F P T F G F NP & S
Z §
L R P A & ch‘ s F
(“"S g P Q’-\o & ® ‘\d" (\ho « \@Q v ‘\\0
w
\Q" 5‘¢ \\\o & QO &
i & & & ©
o) > o
& & &
N > &
& & »
g & &
o - N
o“&& O
\
&
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W

Basei 456
Methodology note: respondents could check up to three options
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Long-term customer value also emerged as the benefit of customer engagement most
|l i kely to be of interest to agenciesd clients

Slightly more agency respondents (32% compared to 28% of company respondent9
mentioned figaining customer insight casakeyrason f or their clientsd

fincreasing market share dwas mentioned by 30% of agencies, although this was
lower down the list of priorities for responding organisations (cited by 25% of
company respondents).

Similarly, the use ofcustomer engagenent to fincrease short-term conversions owas
cited by just over a quarter of agencies (26%) butonly 16% of company respondents.

Agencies

Figure 13 Whi ch of the following best describe you
customer engagement?
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Methodology note: respondents could check up to three options
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6.1.4 Behaviour of an engaged customer

Participants were asked toindicate up to three attributes of an fiengaged custome 0
which they considered most important to their organisations over the next year.

The attribute seen as most important is frecommends product, service or brand ¢,
deemed to be a topthree descriptor by 58% of company respondents and 546 of
agency respondents.[Figure 14 and Figure 15].

As Fred Reichheld argues in The Ultimate Question 2, the propensity of a customer to
make arecommendation provides marketers with a valuable metric which can be
correlated to business performance, allowing organisations to view customer
recommendation as a driver of growth and profitability. The Net Promoter Score
(NPS) is a good example of this.

Other attributes of engaged customersregarded as very important are:

1 T h ey newore &kelyito convert more readily 0 (44%*)
1 They fipur chase regularly 6 (36%)
1 They lesglikely fo switch supplier 0 (30%)

*Respondents could check up to three attributes of an engaged customer

Companies are alsorecognising the importance of engaging in dialogue with their
customers. Just over a quarter of respondents (26%)s a y pdntiaigating in online
communities and support groups owill be an important attribut e over the next 12
months, while 23% acknowledgethe importance of getting firegular feedback 0.

It is clear that Web 2.0 has led to increasedcustomer empowerment and amplified
the voice of customer more than everbefore. But despite the growing importance of
customer empowerment, only 13% citefparticipation in innovation and designoas
one of the three mostimportant attribute s.

Co-creation (asfirst coined by management guru C.K. Prahaladto describe
collaboration by organisation and customer for the creation of mutual value) provides
a lucrative opportunity to drive innovation and creativity , yet it is clear that too many
companies are still adopting a top-down approach. Whilst more companies are
starting to employ crowdsourcing techniques as a means todrive innovation, it is
clear that this approach has not yet hit the mainstream.

Only 10% of company respondents say that the popensity of an engaged customer to
be fless reactive to a troubled economyois a key attribute. It seems that not many
companies areseeingcustomer engagement as a crucial attribute for shielding them
against the impact of the recession.

On the same theme, 17% of respondentsb e | i e vless fodusaoh priéed icmuciah
attribute . Given that many organisations will not want to compete through price -
slashing, an alternative strategy is to create sustainable competitive advantage and
long-term value by differentiating through the customer experience.

The extent to which companies will actually need to cut their pricing depends on a
company6és positioning in the marketpl ace
service.

2 The Ultimate Question by Frederick F. Reichheld
http://www.theultimatequestion.com/theultimateq uestion/home.asp
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Companies

Figure 14: Which of the following attributes of an engaged customer are likely to be
most important to your organisation in the next 12 months?
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Methodology note: respondents could check up to three options

Agencies
Figure 15 Which of the following attributes of an engaged customer are likely to be
most important to your clients in the next 12 months?
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Methodology note: res pondents could check up to three options
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6.1.5 Mapp ing customer

experiences

Figure 16 showsthe extent to which companies are mapping customer experiences in
order to obtain a single view of the customer. The chart includes trend data for the

past three years

There hasnoét been
wh o ar e notvery ddeanced®

a nce 2006 bat éhé prdporior ob coreparées t

or not

doing

this at al

to 52%. But this still remains a problem area for more than half of the organisations

surveyed.

Only 3% of companies report that they are fivery advanced 0 at mapping while 41%

say t hat quitcredvgncedd .e

A

For a variety of political, cultural and technical reasons, many organisations have
struggled to provide a seamless experience for the customer. The ability of some
companiesto do this well, sometimes because they have started from scratch with the
customer at the heart of their proposition, has increased pressure on other

organisations to get this right.

Companies

Figure 16: How advanced are you at mapping customer experiencesto obtain a

single view of the customer?
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Figure 17 below shows agency responses to this question, withalmost half of agencies

(47%) reporting that their clients are not very advanced at mapping customer touch-
pointstoobtain a single view of the custotegr, and
need to start doing this 0 .

Agencies

Figure 17 Typically, how advanced are your clients at mapping customer
experiences to obtain a single view of the customer?
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6.2 Customer engagement and the economy

6.2.1 Impact of the economic downturn

The sample of organisations surveyedfor this report is split in terms of whether they
are paying more attention to customer engagement as a result of the economic
situation.

About half of respondents (51%)said that their organisations were now placing more
emphasis on customer engagementbut 49% said this was not the case

It is apparent that companies are either taking anfi o s t robd cohvél sapgroachs to
the current economic climate, with some companies seemingly in denial about the
increased importance of customer engagement during a recession

Forward-thinking organisations will need to gain greater insight around how
customer behaviour will be shaped by the currenteconomic situation and what they
can do to strengthen customer relationships.

Differentiating the customer experience will enable companies to secure sustainable
long-term competitive advantage, and this necessitates placing more emphasis on the
importance of customer engagement.

Companies

Figure 18 Has a worsening economic situation cause d your organisation to place
more emphasis on customer engagement?

Yes mNo

Basei 422

3 http://www.e -consultancy.com/news-blog/366490/owls -will -beat-the-recession-ostriches-won-t.html
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Agencies

Figure 19: Has a worsening economic situation caused your clients to place more
emphasis on customer engagement?

Ye: mNo

Basel 437

24

E-consultancy / cScape Third Annual Online Customer Engagement Survey Report
Copyright © E-consultancy.com ltd 2008



o
Customer Engagement Repat 2009 -—2;-c5cape e ©@=CONSUtancy

6.2.2 Customer data collection

Respondents were asked to indicate up to three sources of data which they thought
would be useful for developing customer insights during an economic downturn
[Figure 20]. Almost half of company respondents (47%)said that customer
satisfaction informa tion would be useful for this purpose.

Transactional data was cited by 37% of companies surveyed. Its relatively high
importance comes as no surprise as companies will be closely monitoring how the
economic situation impacts on customer spending.

Previous online behavioural data was reported as being usefulby 30% of companies
surveyed. This information can enable organisations to analyse how customer
behaviour evolves during the downturn and respond accordingly.

In contrast, previous offline behaviour data was deemed to beamong the three most
important information sources by only 9% of respondents.

Declared customer preferences and customer-generated ideas for products /
serviceswere cited as being usefulby 27% and 23% of respondents respectively.

Companies

Figure 20: Which of the following types of customer data do you believe will be
most useful for developing customer insights during an economic downturn?
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Agencies

Figure 2 1shows that the agency perspective on the relative importance of different
types of dataduring an economic downturn is similar to that of the companies
themselves.

It is clear that satisfaction metrics together with transactional data are viewed as
critical for developing customer insights .

Figure 21 Which of the following types of customer data do you believe will be most
useful to your clients for developing customer insights d uring an economic
downturn?
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6.2.3 Changing ¢ ustomer behaviour and attitudes

Perhapspredictably, sensitivity to price is the type of customer behaviour which
company respondents feel that they will most likely need to addressover the next 12
months [ Figure 22].

Nearly half of companies surveyed(48%) say that this is among thefive most
significant behavioural traits. This is consistent with other research 4 by E-
consultancy which shows that customers will increasingly turn to price comparison
sites in the next few months.

As the global economic crisis worsens, thriftiness in spending will no longer be a
choice, but rather a necessityfor many people. Coupled to price sensitivity,
prolonged decision-making will also becomea significant type of behaviour which
needs to be addressedas suggested by 31% of companies and 38% of agencies.

However, not everyone will want to spend all their time making decision s about the
cheapest things to buy, or whether they actually need to make a purchase Focus on
quality is also seen as something which will become more evident, with45% of
company respondents saying they need to address this.

Even more than they want to buy cheaply, more customers will ensure they are
getting the best value, even if that means paying more for products and services.
Companies also need to consider how more peoplare likely to be firading up and
downo, and how this will affect them.

Although some consumers will take a longer term view about what represents value,
others will be in crisis mode and live more on a hand-to-mouth basis. Just over a
guarter of respondents (27%) say that their organisations will need to address an
increasedfocus on short-term needs.

Just over a third of respondents (36%) saythat the desire for simplicity needsto be
addressed in the next 12 months. The desire for simplicity is shaped bythe need for
consumers to establish a feeling of control, both over their finances and their long-
term future.

Customers will seek out brands that they can trust to deliver goods and services
reliably. Companies will need to ensure that they are focused on bestin-class
customer service, and it can be seen that 32%of respondents say thatincreased
intolerance of poor customer service is prominent on their radar .

Just 9% of company respondentsbelieve that the purchase of luxury and indulgent
items within the next 12 months will be a significant factor for them.

Some believe that the luxury sector will face a temporary downturn as consumers cut
back spending on high-end goods and servicesA large swathe of people working in
financial services will not have the same levels of disposable incomé& and bonusesi
as in previous years.

On the other hand, the downturn is unexpected to affect the super-rich, who will

continue to indulge as normal while, counter-intuitively, others wh o can ot real ly
afford it could also indulge in luxury purchases as a way of denying that they are

affected by the crisis.

* Online Shopping and Credit Crunch Report 2008
http://www.e -consultancy.com/publications/online -shopping-and-credit-crunch-survey-report/
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Companies

Figure 22: Which of the following behaviours and attitudes do you expect your
organisation will need to address in the next 12 months?
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Methodology note: res pondents could check up tofive options

From the agency perspective,sensitivity to price is seen as being even more
important , reported as a significant behaviour by 62% of respondents.

Slightly fewer agencies (34%) than companies (30%) report that alack of bran d
loyalty will shape the next wave of consumer behaviour, as customers increasingly
choose price over brand loyalty as a basis to differentiate between rival competitors.

Agencies

Figure 23: Which of the following behaviours a nd attitudes do you expect your
clients will need to address in the next 12 months?
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6.3 Tactics and Initiatives
6.3.1. Ways of i mproving engagement  and areas of investment

The overwhelming majority of companies surveyed (69%) agree thatemail
newsletters have resulted in a tangible improvement in customer engagement
[Figure 24].

This can partly be attributed to the fact that industry -wide metrics for email
marketing (such asopen rates and click-throughs) have been long established,
enabling marketers to understand the impact of their efforts to the bottom line.

Just under a third of respondents (30%) say that focused micro-sites, on-site video
(brand -created) and user ratings and fee dback have resulted in better engagement

Given that user reviews not only enhance credibility for online retailers, but have also
beenshown to boost conversion rates and average order values, it i310t surprising
that ratings and reviews feature prominently here5>.

Similarly, i n the blink of an eye, on-site video has also quickly gone from being a
compelling differentiator to something which consumers expect.

In spite of the questions raised over the profitability or return on investment from
Web 2.0 features and functionality , a quarter of company respondents (25%) and just
under a third of agencies (31%)report that blogging has tangibly improved customer
engagement.

Similarly, 23% of company respondents and 30% of agencieg Figure 26] report
improve ment in engagement through brand presence on social networks, whilst 21%
of organisations mention user-generated content.

Despite the relative novelty of micro -blogging utilities such as Twitter, 7% of
companies have improved their customer engagement through this channel. This is a
small percentage but a not insignificant number of businesses

Areas of increased investment

It is interesting to note that percentages in Figure 25 are generally higher than in

Figure 24. Although there is a correlation between demonstrably improved customer
engagement and increased spending there are significant numbers of companies who
are investing in various areas without having experienced a tangible uplift in
customer engagement. Thi s munsasureithe upifiot her
because they are expecting benefits other than increased customer engagement.

For example, although only 16% of respondents report thatrich on-page interactive
experienceshave resulted in a tangible improvement in customer engagement, 38%
of companies anticipate greater investment in this area in the future.

In terms of spending over the next 12 months, there will be most investment in emalil
newsletters, with 59% of respondentssaying that their organisations will increase
their spending in this area [Figure 25].

SSeealsoEconsul t an ¢ gminerce Report, Erdduc& in association with Bazaarvoice.
http://www.e -consultancy.com/publications/social -commerce-report-2007/
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Other components of Web 2.0 and social mediasuch asuser ratings & feedback
(41%), user-generated content (37%), blogging (36%) and brand presence on social
networks (36%) are also expected to attract significant sumsof investment in spite of
oft-heard complaints that it is not always easy to track Rol in some of these areas

Companies

Figure 24: Have any of the following resulted in a tangible improvement in your
organisation's online customer engagement?

Basei 361
Companies

Figure 25: In which of the following do you anticipate investment to increase online
customer engagement over the next 12 months?
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