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VimpelCom—one of the world’s largest telecommunications companies, with 215 million customers—adopted the
Net Promoter System® to improve the customer experience. In 2013, with Bain’s help, the company launched an
assessment to defermine how well the system was working.

The findings were not encouraging. “Our employees were really not focused on the customer, even in general,”
Anton Telegin, the company’s group director for commercial fransformation, recalled during a recent Net Promoter
System podcast. Added Natalia Macpherson, group director of customer experience: “We didn't have a unified
customer strategy that everyone knew and agreed to.”

VimpelCom's NPS advocates—Telegin, Macpherson and their colleagues—realized that they had to roll up their
sleeves. They had to help employees understand the system better. They had to encourage leaders to get more
involved. And they needed a better understanding of loyalty economics, so that they could build persuasive

business cases for customer-centric investments.

This year, 2016, marks 10 years since Fred Reichheld
laid out the principles behind the Net Promoter System
in his best-seller, The Ultimate Question. Over the past
decade, thousands of companies around the world
have adopted the system.

But how well is it really working at all these organizations?
Building a customer-centric company through Net Pro-
moter, after all, is a complex and arduous journey. It
wouldn't be surprising if some companies found them-
selves stumbling or stalling out along the way.

To assess the successes and the stumbles, we have now
studied close to 130 Net Promoter System companies,
VimpelCom among them. Overall, we learned, only a small
fraction of these companies are implementing all of the
Dbest practices that Bain’s experts recommend. So nearly
everyone is still on the journey. Many, of course, are
just starting out.

As we probed deeper, however, we found big differences
among companies. At the top were a sizable group that
gave the Net Promoter System a g or a 10 in answer to
the question, “How successful has NPS been at helping
you improve your business or organization?” It may
sound a little meta, but we think of these organizations
as promoters of their Net Promoter System. They
would almost certainly recommend the system to other
companies—probably excepting their competitors.

At the bottom, it’s a different story. Some companies
scored their Net Promoter Systems between zero and 6
on the “helping you improve your business” question.
We have to think of these companies as detractors—
they're certainly dissatisfied with their results, at least
so far. One big difference between the two groups: A
majority of promoters have adopted more than four-
fifths of the 35 or so best practices identified by the experts.
A majority of detractors have adopted less than one-
fifth. In fact, the more best practices a company has
adopted, the more likely it is to be a promoter.

What are the other key differences between the promoters
and the detractors? Combing through the data, we
found three big points of distinction—points that may
help you focus your investments and make your own
Net Promoter System more effective than it is today.

1. Reliable data

One difference was stunning, both in its magnitude
and its implications. A whopping 99% of NPS promoters
“agree” or “strongly agree” that their Net Promoter data
is on a par with their audited financials (<ee ﬁﬂwe /).
In short, they gather data that they believe is reliable.
They trust it. The detractors don’t. Only 22% of detractors,
or fewer than one in four, believe that their NPS data is
as trustworthy as their financial numbers.
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FEEDBACK, LEARNING AND IMPROVEMENT

BAIN NET PROMOTER SYSTEM® ASSESSMENT

Is your company’s Net Promoter System at full potential?
Bain’s Net Promoter System Assessment tool benchmarks
five components of your company’s Net Promoter System
against best practices and provides a customized report
that can help your company prioritize opportunities

for improvement.

Access the tool at: www.netpromotersystem.com/assessment

Here’s a powerful symbol of this difference: 75% of
promoters say their NPS results and improvement
plans are directly addressed in their company’s annual
report and communications with the board. The com-
parable number for detractors is only 17%.

One factor behind the gap may be a difference in response
rates. Nearly half of the detractors report response
rates of less than 20%. Promoters get higher rates, on
average. And more than twice as many promoters as
detractors say that survey respondents represent more
than 80% of their revenue.

Reliable data is the foundation of the Net Promoter
System. If a company’s leaders don’t believe the data,
why should employees? And why should anyone take
action, let alone invest money, based on what the data
seems to show? Without good data you can’t under-
stand loyalty economics. You can't tell how much it
might be worth to invest in increasing the ratio of
promoters to detractors, because you don’t have an
accurate gauge of your success. Low response rates
are a giveaway: they almost always indicate unreliable
data, and are thus a sign of a struggling Net Promoter
System. If you can’t get most of your customers to
respond to your requests for feedback, it’s little wonder
you can’t trust the feedback you do get.

2. Closing the loop with employees and customers

Customer feedback, of course, is just a starting point—
it’s what you do with the data that counts. In a well-
functioning Net Promoter System, the feedback flows

directly to frontline employees and others responsible for
the customer experience. The feedback then triggers actions
of all sorts. Customer-service reps discuss how to improve
the quality of their services. Cross-functional teams address
procedural or policy issues that are getting in the way of a
great customer experience. Frontline managers call cus-
tomers who are unhappy—or who have offered particularly
helpful feedback—to learn more. They close the loop.

Here, too, there are vast disparities between promoters
and detractors (see F@M@ 2):

. 78% of promoters say that they share customer
feedback with frontline employees within a week
or less. Only 31% of detractors do so.

«  61% of promoters say that they conduct follow-up
calls with detractors within 48 hours. Only 34% of
detractors do so.

«  83% of promoters say that have processes by which
frontline employees can identify and improve
actions affecting the customer experience. Only
40% of detractors have such processes.

«  92% of promoters report that they have established
processes to identify and act on cross-functional policy
or procedural changes to improve the customer expe-
rience. Only 33% of detractors have such processes.

The giveaway here is whether frontline employees
understand and can explain the Net Promoter System
and what they can accomplish by using it. More than
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F@M@ /: Promoters of the Net Promoter System believe that their company’s Net Promoter System

data is as reliable as its audited financials

Percentage of respondents who agree or strongly agree with
"Reliability of Net Promoter System is on par with audited financials"
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Note: On a 0-10 scale, promoters are defined as respondents who gave a score of 9-10, and detractors are defined as respondents who gave a score of 0-6
Source: Net Promoter System assessment database (n=127; n for individual questions varies)

twice as many promoters as detractors say that the
majority of employees could explain what NPS is,
why it is important and what it takes to delight cus-
tomers. The essence of the system is that it offers
people throughout the organization the ability to
learn and to grow in their jobs by delivering a better
and better experience to customers. But if people
don’t understand how Net Promoter works or why it’s
important, how can they ever do so?

3. Understanding loyalty economics

The ultimate goal of the Net Promoter System is to improve
the lives of customers and thus to fuel profitable growth.
The connection between these two objectives is critical. A
company has to measure the value of loyalty among each
customer segment. It has to establish the differential value
of promoters as compared with detractors and thereby
determine what it should invest in creating more promoters.
This “loyalty economics” is the business reality that under-
lies a successful Net Promoter System. Unless a company
has a deep understanding of the connections between
loyalty and financial results, its system will always be in
jeopardy when the next round of cost-cutting comes along.

Yet most companies, we found, do not yet have a solid grasp
of loyalty economics—in other words, they haven't cal-
culated the value of creating promoters among their
customers. Overall, nearly three-quarters of respondents
disagreed with the statement, “We have been able to cal-
culate word of mouth and referral economics,” indicating
that they had not yet connected the scores they were
collecting with loyalty economics. But here, too, there
were big differences. Nearly four times as many promot-
ers as detractors say they do calculate loyalty economics.
About four times as many incorporate these calculations
into their assessments of the lifetime value of a customer.
More than twice as many report that their CFO has certi-
fied their NPS-derived customer lifetime value calculations.

Lurking under all these numbers is one key organiza-
tional difference. Virtually all—g9%—of the promoters
reported that their CEO and other senior leaders were
committed to the fundamental goal of creating more
customer promoters and fewer customer detractors.
The same percentage reported that their senior leaders
were aligned on the company’s NPS goals in their com-
munications and actions. The comparable figures for
detractors weren't terrible, but they were considerably
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F[@M@ 2 : Companies that close the loop regularly, quickly and effectively are more than twice as likely

to be promoters of their Net Promoter System

Percentage of promoters and detractors who agree or strongly agree

High-velocity customer feedback v

We conduct follow-up calls with detractors
within 48 hours
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We have processes for the front line to identify
and improve actions affecting customer experience
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to improve customer experience
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Note: On a 0-10 scale, promoters are defined as respondents who a gave score of 9-10, and detractors are defined as respondents who gave a score of 0-6
Source: Net Promoter System assessment database (n=127; n for individual questions varies)

lower. To be sure, we don’t know which way the causal
arrow points: leaders at detractor companies may not
be aligned because they don’t yet trust their data, or
their lack of alignment may have led the company to
underinvest in gathering reliable data. Whatever the
relationship, it’s clear that leadership commitment and
alignment is a very big factor in determining how well
a company’s Net Promoter System is likely to work.

Assessments like these are a powerful tool. Measuring
your own company’s successes and failures shows you
where you need to improve. Comparing your results with
Bain’s database points out your standing on each di-
mension of the system relative to the practices of other
companies, including the highly successful ones that we
have been calling promoters. The database itself lets us
highlight the key factors that seem to make the most
difference to results. Reliable data, effective closed-
loop feedback and loyalty economics are three big ones.

VimpelCom has used the assessment twice now, once

in 2013 and again in 2015. The company’s group directors
Telegin and Macpherson could scarcely be happier with
what they've learned. At first, for example, the system was
slow to catch on because leaders weren't sufficiently
involved. “Yes, you can implement the operational NPS,”
said Macpherson. “But without the leadership knowledge,
engagement and driving the program, it’s not going to be
that effective.” Another key: getting finance involved in
building business cases for customer-related investments.
For instance, a team calculated the relative impact of
customer promoters and detractors on churn rates.
When VimpelCom took measures to increase the num-
ber of promoters, churn rates dropped by 10% in one
year, generating $350 million in extra revenue.

Not a bad return on the company’s investment in
assessments. @

Net Promoter®, Net Promoter System®, Net Promoter Score® and NPS® are registered trademarks of Bain & Company, Inc., Fred Reichheld and Satmetrix Systems, Inc.
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Bain & Company is the management consulting firm that the world’s business leaders come
to when they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers and acquisitions.
We develop practical, customized insights that clients act on and transfer skills that make change stick. Founded
in 1973, Bain has 53 offices in 34 countries, and our deep expertise and client roster cross every industry and
economic sector. Our clients have outperformed the stock market 4 to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’ shoes, selling
outcomes, not projects. We align our incentives with our clients’ by linking our fees to their results and collaborate
to unlock the full potential of their business. Our Results Delivery® process builds our clients’ capabilities, and
our True North values mean we do the right thing for our clients, people and communities—always.



For more information, visit www.netpromotersystem.com
For more information about Bain & Company, visit www.bain.com

AMSTERDAM o ATLANTA ¢« BANGKOK ¢ BEIJING ¢« BENGALURU ¢ BOSTON « BRUSSELS ¢ BUENOS AIRES « CHICAGO « COPENHAGEN o DALIAS o DUBAI ¢« DUSSELDORF
FRANKFURT « HELSINKI « HONG KONG « HOUSTON « ISTANBUL ¢ JAKARTA + JOHANNESBURG « Kuara LuMPUR « Kyiv « LAGOs « LONDON « Los ANGELES « MADRID
MELBOURNE « MExico CITy « MI11AN « Moscow « MuUMBAI « MUNICH « NEw DELHI « NEW YORK « Osto « PAaro Arto « PARIS « PERTH « RIO DE JANEIRO ¢« ROME
SAN FRANCISCO + SANTIAGO ¢ SAO PAULO ¢ SEOUL ¢« SHANGHAI o« SINGAPORE ¢ STOCKHOLM e SYDNEY ¢ TOKYO ¢« TORONTO o WARSAW ¢ WASHINGTON, D.C. « ZURICH



