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Most organizations that use sophisticated CRM techniques to
maximize the profitability of their customer base expend
great effort to collect and use transactional customer data.

But in the drive to optimize customer experience, relatively few
organizations grasp the opportunity to collect and integrate two
important types of intelligence: data from customer surveys and
customer experience data from operations delivery.

By collecting and correlating three types of customer-facing data –
transactional, survey and experiential – decision makers gain insights
that can improve operations, increase profitability and build brand
strength. They construct an information platform that aligns the
management team around customer experience optimization and
supports continuous process improvement activity.

Behavioral Data Derives From Transactions 
And Customer Volunteering
In the CRM field, the knowledge base about the use of customer-
volunteered and transactional data is extensive and well understood.
Data such as historic purchase, inbound and outbound interaction,
customer preference and feedback are commonly used to construct
programs for maximizing individual customer value. The programs
typically involve customer treatments such as upselling, cross-selling
and retention. However, evidence suggests that this type of data is not
sufficient for prioritizing the improvements that lead to brand strength.

TARP, a business research and solutions company, found that between
25 to 50 percent of customers who have problems never complain to the
organization1. In retail organizations the record is even worse – it is
estimated that only 1 to 15 percent of all problems make it to the formal
service system. In addition, front-line employee turnover in some retail
verticals can run 100 percent
annually. How does an
organization establish and sustain
effective strategies for excellence
in customer experience?

Transactional data helps you understand what has occurred at the
checkout counter, but it does not explain why an event happened 
or what the customer experienced. To understand the relationship
between what customers think, what they experience and what they do,
you need to collect and combine more information to create a holistic
actionable platform like the priority action grid described below.

Perceptual Data Derives From Customer Surveys
Marketing departments in many organizations conduct regular market
research surveys to gather information for a wide variety of decisions.
There are many ways to gather customer survey data, such as outbound
surveys, intercepting customers at interactions, or directing them to an
interactive voice response tool or a Web site. For the purposes of this
paper, the distinguishing characteristic of customer survey data is that it
is gathered with the assurance of confidentiality. Demographic data and
information on likelihood to purchase is difficult to collect without
assuring confidentiality for the respondent.

Many organizations have shelves of marketing research reports written
by various vendors, each with insights from a specific project. The reports
rarely contain the raw data, which is expensive to collect and potentially
valuable. Combining the data from various reports is even more rare.

Feedback from customers can be misleading. The extent to which
surveyed customers tell the truth is widely debated. It is, however,
generally recognized that answers can be affected by extraneous
variables. “Halo effects” are common, causing loyal customers to view
all interactions in a relatively positive light, and disloyal customers to be
more negative. Perceptions are also affected by expectations and vice
versa. Respondents take certain conditions, such as a clean retail
environment, for granted, and because of that may indicate in surveys

Behavior + Perception + Experience
Correlating the three basic types of data – behavioral, experiential and perceptual – can help you
understand in real time what customers really think, experience and do.
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that the attribute is unimportant. Decision makers may therefore decide
to pull back resources in that area, only to discover that doing so causes
damage to their brand. Customer survey data should be interpreted
with as much context and additional information as possible.

Customer survey data must perform three primary roles in the
customer experience optimization context:
1. Determine what drives customer satisfaction so operational

standards can be aligned with what matters to the customer; 
2. Regularly and consistently monitor customer satisfaction; and 
3. Serve as a data correlation partner for other experience

measurement data to verify that customer experience is on track.

Experiential Data Derives From Mystery Shopping
“Experience assessment,” or mystery shopping, is used extensively 
in industries where standardized service delivery is an important
determinant of customer satisfaction. It is used less often in companies
with more complex, individualized interactions; such organizations are

increasingly realizing benefits from adding mystery shopping programs
to their roster of analytical tools. 

Mystery shopping gives decision makers a rapid, holistic and objective
view of what is happening at each customer touch point (retail, call

centers, Web, kiosk, etc.) It provides the specific, actionable information
companies need to construct their continuous improvement programs.

Customer experience measures are typically used to ensure brand
consistency or consistency of service across geographic locations. At 
the front end of CRM projects, they allow organizations to prioritize
interactions for improvement or to determine whether improvement is
even necessary. But the organizations that get the most from mystery
shopping are those that combine it with other data. 

One easy way to enhance data is to use existing information 
about customers in new marketing research programs. For example, 
if  you want to research the revenue impact of a new bundle of services,
give your marketing research vendor access to your customers’ contact
information and data on their existing product or service use. The vendor
will then add the survey data to the database. (To ensure confidentiality,
contact information is stripped prior to its return.) 

Your database will now contain valuable information about your
customers’ likelihood of purchasing the new bundle in addition to the

services they already have. Armed with this insight, you can estimate
cannibalization and the net revenue impact of your product launch. Data 
on the amount and type of interactions, customer value, contact prefer-
ences and so on can be appended to marketing research files as well,
allowing you to create and hone treatment strategies for different segments.

Integrating Mystery Shopping And Internal Customer Data 
Customer experience data from mystery shopping programs can be com-
bined with internal customer data to identify important interrelationships.
For example, time series analyses identify relationships between changes
in experiences and changes in sales – indicating improvements in
treatment strategies. 

Some organizations find their customers are suffering from survey
burn-out and are becoming annoyed by being interviewed too frequently.
This occurs particularly in business-to-business environments where
there are few potential interviewees. In these cases, mystery shopping
results combined with sales and other internal data can provide useful
insights without risking further aggravating customers. 

Combining Mystery Shopping With Survey Data
By combining and correlating mystery shopping and self-stated satisfaction
or loyalty survey data, companies can receive clear indications of how 
good their service standards are and what specific customer experience
improvements they need to make. A leader in the quick service food
industry used multivariate analysis to discover a near-perfect relationship
between mystery shoppers’ indications on whether service standards met
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Figure 1: Combinations Of Behavioral, Perceptual And Experiential Data

Data on the amount and type of interactions, customer value, contact
preferences and so on can be appended to marketing research files as well,
allowing you to create and hone treatment strategies for different segments.
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with customers’ satisfaction. The analysis indicated that the brand’s service
standards were driving customer satisfaction.

Using customer satisfaction or loyalty as the dependent variable in
various research efforts is useful in organizations that do not collect
customer data. If your organization has customer data, you are in a
better position to accurately assess the drivers of loyalty.

One global quick service restaurant chain used a combination of cus-
tomer feedback (through a toll-free number) and mystery shopping to
monitor the customer experience. When viewed over a year, the

correlation coefficient values reached 0.99 – nearly perfect. The
company uses the correlated data to recognize and smooth out short-
term anomalies in incentive programs. Such anomalies can arise in the
short term if the service is  measured on a day when delivery meets the
standards, inconsistent service in quality will not be identified.
Randomized measurement is key.

‘The Whole Picture’ – Three Steps To Combining
Experiential, Perceptual And Behavioral Data
There are many innovative ways to combine the three types of customer-
facing data. Since the best indicator of loyalty is behavior, your best source
for loyalty information is your existing customer database. Your best source
of data on your customer experience is mystery shopping. And your best
indicator of what customers are thinking is the survey. If you have all three
forms of data, you can use the following process to identify and prioritize
organizational improvements.

Step 1: Use Internal Data 
To Categorize Customers By Value And Loyalty
The best way to identify loyal customers is to observe their behavior.
Self-reported customer satisfaction can be used as a proxy for loyalty,
but it is not as accurate as direct observation. To define loyalty, we have
to consider various attributes: tenure, switching and defection,
consistency of customer revenue, and the number and diversity of
products purchased and services used. Diagnostics are available to spot
partial defections and estimate loyalty. 

Segmentation into categories such as “high value loyals,” “high value
vulnerables,” and the like is useful not only for the analysis described in
this paper, but also for defining and deploying treatment strategies. 

In some industries, especially where transactions are cash-based,
specific customer data does not exist. Quick service restaurants and
other retail environments serve customers without retrieving any
information about their identity. Implementing privacy-conscious
loyalty programs in these environments can be highly rewarding. The
grocery industry has adopted successful loyalty programs but has not yet
leveraged them much beyond price-saving value propositions.

Step 2: Perform Customer Surveys To 
Identify Drivers Of Loyalty For Different Segments
The next question is, what drives loyalty? One answer can be found by
surveying customers in different segments. If you follow the methods
described above, you can strengthen your results by using data collected
on customers’ loyalty and value, and other relevant factors such as
product usage or purchase history. 

Identify some brand attributes that you believe influence customer
loyalty. These should represent all the “moments of truth” or key interac-

tions your customers have with your organization. Examples of drivers for a
retail organization might include: store appearance and cleanliness; product
selection and availability; speed of service; staff helpfulness; transaction
accuracy; pricing; and return policies. Then conduct a survey that asks
respondents to rate their satisfaction with each driver. 

If ratings explain a high percentage of variance in the dependent
variable – loyalty – you can be confident you have the right drivers. Your
research team can complete analyses to make this determination. If a low
percentage of variance is explained, refine your drivers and try again.

The next step is to determine the relative importance of each driver.
You can use perceived importance, which is measured by asking
respondents to rate the importance of each driver; or derived
importance, calculated by correlating each performance rating with
loyalty, or with satisfaction. It is best to use both derived and perceived
importance ratings, as any noted differences between what customers
say and what correlates with loyalty can be insightful.

Step 3: Mystery Shop To Determine 
Performance On Drivers Of Loyalty
Once the relative importance of drivers has been identified, mystery
shopping is the best way to determine performance on each driver.
Observing differences between how customers and shoppers rated each
driver can indicate valuable information such as halo effects or whether
service standards are too slack or too rigorous.

Each driver is plotted on a priority action grid (see Figure 2),
indicating importance on the vertical axis (with data from customer
surveys), and performance on the horizontal axis (with data from
mystery shopping). The upper half of the grid displays factors
perceived as important to customers. The upper right quadrant
represents those high importance factors on which the enterprise is
performing well. Importantly, a priority action grid is typically done 
on an ongoing, monthly or at least quarterly basis. It is used to detect
improvements or deterioration of delivery levels over time, and to
prioritize improvements.

By combining customer and shopper perceptions, companies realize
the benefits of perceptual and experiential data – measuring what’s

Behavior + Perception + Experience

The willingness of customers, particularly high value customers, to divulge
information decreases each time they realize that their feedback does not
result in change.
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important to customers and monitoring service levels according to
standards. When the behavioral data from transactions informs the
surveys and programs from the outset, the results are even more
powerful. By displaying the data in a single reporting tool like the
priority action grid, necessary decisions are readily apparent.

Some companies use the three data types to build a scorecard of
priorities that anchor reward and recognition programs for front-line
employees.

Competitive Applications
Mystery shopping can also be used as an effective tool to measure how
the competition is delivering against metrics where your brand needs to
excel. If you know the specific drivers of brand satisfaction, you can
track your service delivery against your competitors and ensure you
consistently outrank them on those metrics. 

Conclusion 
The bottom line: Use the data you’ve got, and use it to its full potential. 

If you have a retail organization that has not historically collected cus-
tomer-specific data, combine your customer survey and mystery shopping
data and investigate innovative ways of developing measurable loyalty
programs. If you have not done customer surveys, combine your mystery
shopping results with the transactional data you do have. Importantly, do

not collect data and then fail to use it. The willingness of customers,
particularly high value customers, to divulge information decreases each
time they realize that their feedback does not result in change. 

Correlating the three basic types of data – behavioral, experiential and
perceptual – can help you understand in real time what customers
really think, experience and do. The whole of the insight is much
greater than the sum of the data’s parts. It provides you an informa-
tional platform on which you can align a management team, optimize
the customer experience and implement a continuous process
improvement plan that will build your brand equity. ■

Endnote
1 Goodman, J., P. O’Brien, and E. Segal. “Selling Quality to the CFO,” Quality

Progress, March 2000. 

Appearance and Cleanliness

Accuracy of Transaction 

Helpfulness of Staff

Return Policies

Selection and Availability 

Prices

“Moments of truth” interactions that drive loyaltyThis time periodLast time period

Speed of Service

Critical improvement areas / weaknesses

Lower improvement priority

Measured Performance
(% rating an 8 – 10)

Pe
rc

ei
ve

d 
Im

po
rt

an
ce

(%
 ra

tin
g 

an
 8

 –
 1

0)

100%50%20%
70%

85%

100%
Sustain and leverage strengths

Possible over-delivery / make more important

Figure 2: Priority Action Grid

WEB LINK
Read about delivering a consistent customer experi-
ence across all interaction channels in ”Creating the
Insight-Driven Customer Experience” by Sajid Usman
and Ramiro Valderrama in this book and on the Web
at www.CRMProject.com.




