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Who is this Whitepaper for?
For professionals and business owners in the customer
support industry
who want to find out what your
customers feel about your brand. No business can afford
to ignore their say today.
If you want to learn more about how you can best reach
out to your customers, and use NPS survey results to
increase your revenue, this information is for you.

What is a Net Promoter Score?
Net Promoter Score (NPS) is a metric used to measure customer
loyalty and satisfaction taken from asking customers how likely they
are to recommend your product or service to others on a scale of 010. The simplicity of the index facilitates its ability to reach out to
the larger ecosystem of an organization - to extract and address
complex issues from operations, sales, or marketing - to learn and
improve from the utilization of the information obtained.
From every perspective, the NPS evaluation points towards building
an accountable closed-loop system within the infrastructure to form
a strong commitment towards improving customer experience. And
while computing a score leads to insight into where you stand on
your customer’s radar, it is also equally important to identify,
measure, and improve the experiences that have an impact on your
company’s NPS score.

Why is customer experience important?
Because customer loyalty correlates to customer retention which is
dependent on customer satisfaction and customer satisfaction is the
immediate outcome of a great standard of customer experience.
In 2021, when the majority of sales went virtual, most product options
were just a click away. The customer behaviour trends that have
surfaced point that customer loyalty has a high correlation with
customer experience. As a matter of fact, customer experience appears
to have a far greater impact on loyalty than price or product.
If you have ever wondered why there is so much buzz around delivering
“great customer experience”, then perhaps you are not alone. Each
business views customer experience through its own lens, and most of
them struggle to clearly define their vision (and budget) for going the
extra mile to delight their customers.

Use THE NET PROMOTER SCORE (NPS)

to improve customer experience
The ultimate goal of delighting your customers is to boost customer loyalty. According to
Deloitte, almost 90% of companies now prioritize customer experience in their contact centers.
Gartner has reported that a significant percentage (more than two-thirds!!!) firms compete
primarily on customer experience. To successfully create a customer experience engine, firm’s
need to focus on collecting and analysing customer feedback.
But, how do you measure customer loyalty? This is where the Net Promoter Score (NPS) is
operative. It measures customer satisfaction as a function to distinguish whether existing
customers are willing to promote the brand in their network. It attempts to quantify customer
sentiment and provide actionable business intelligence to firms to refine their customer
success strategies.
The genius of the NPS methodology lies in its simplicity. Instead of drowning customers in
questionnaires, it miraculously achieves its goal by asking a fundamental question –
Based on your experience, would you recommend our product/service/company to family,
friends, or colleagues?
The answer to this question is quantifiable and becomes the Net Promoter Score. The
customers provide a rating between 0 and 10, and based on the rating, the customers are
divided into three groups:
PROMOTERS Customers who gave a rating of 9 or 10
PASSIVES Customers who gave a rating of 7 or 8
DETRACTORS Customers who gave a rating of 0 to 6

To calculate the net promoter score, the percentage of detractors is subtracted from the
percentage of promoters. The NPS can range between -100 and +100. Typically, it can be sent
twice in a year, and can include 1-2 specific questions about why the customer is giving a
certain score.

This is how the Net Promoter Score formula is calculated

How Net Promoter Score works
& How to interpret it correctly ?
This is perhaps the most critical part of the entire
effort to measure customer loyalty. What does the
Net Promoter Score actually mean? How to interpret
it and draw strategic insights from it ? Does a low
NPS reflect sinking revenues ?
Clearly the more promoters you have, the better is
the NPS. This then begs the question, what does it
take to convert a customer into a promoter ?
To really reap the benefits from measuring customer
loyalty, firms need to define best practices at various
levels.

NPS strategy can be
viewed in 4 parts
MEASURE
Measure customer Feedback
Analyze the data to draw insights
ACT
Processes need to be optimized
The inferences from NPS data need
to be shared with all the stakeholders
MONETIZE
Study the correlation between changes
done by NPS and subsequent revenues
GROW
Identify growth strategies, new product
ideas via the data-driven decision making
by using NPS data

To implement an effective & sustainable net promoter score analysis, the starting point is always the
same – clearly define who you need to contact (and why) and how often you need to contact these
customers. Generating surveys, and gathering data is the relatively easy part.
The customer success team should review and analyse the data and share insights with the relevant
teams in the organization. The focus should always be on how these recommendations will
translate into boosting customer experience.

How does a Net Promoter Score analysis increase revenue
Gone are the days when a great quality product was enough to win customers, and post-sales
support was just an add-on to the customer journey. Customers today demand remarkable postsales experience, high both on quality and turn-around-time. Multiple surveys point to the fact that
investing in customer experience yields a substantial return on investment.
Research points to remarkable figures – investing in customer experience can potentially double a
firm’s revenue in 36 months. One of the key benefits of Net Promoter Score analysis is that it
assesses the prospect of new and sustained business. This measure is useful for predicting business
growth, revenue flow, as well as assessing the overall well-being of your brand and customer
satisfaction.
According to PWC,
Many customers are willing to pay more for a better customer experience. For example - customers
are willing to pay a premium of around 15% on customer experience for luxury items.
A staggering 50% of buyers make impulse purchases after receiving a great prior experience with a
brand. According to a study, customer experience is poised to become the key brand differentiator,
superseding both price & product.
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Transactional surveys are designed to occur at specific
customer interactions and are collected soon after the
interaction with the customer.
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NPS Survey Process

Relationship-based surveys gather data on long term
customer experience with a brand .These are for repeat
customers, and surveys can be shared with them every
3-6 months to ask them if they would recommend the
brand in their network.

CAN BE SENT TO THE CUSTOMER THROUGH
EMAIL

SMS

WHATSAPP

APP

The surveys can be both relationship-based as well as transactional. Firms need to regulate
customer profiling for developing strategies that define touchpoints with different customer
segments. Nevertheless, too many touchpoints should also be avoided. For reliable statistics,
it’s a good idea to time the surveys at a common point in the customer journey. This not only
makes the collected data more comparable but also helps understand the trends based on
secondary factors such as location, age, gender, time of year, etc.
At the same time, to get a comprehensive view of the net promoter score question, it is also
useful to do surveys at different points of the customer journey. When there are product
enhancements or features upgrades, surveys can be sent after customers have had the
chance of experiencing the product for some time.
It is not just enough to acquire the scores from a customer. Especially, for the ones who give
low scores (detractors), it is very important to ask them the reason for the low score. Even for
the ones who give a high score (promoters), it is equally important to understand the triggers
for giving a high score. These questions can be creative and tactical and should help gain
insights into what is working for the brand and what is hurting it.
Often customer success teams work on the bottom line and tend to focus more on the
detractors by catering to their immediate pain points. This view may be myopic, as to foster
long-term positive change in customer experience, a comprehensive picture needs to be
painted.
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What do you like and dislike about our product ?
What else can we do to motivate you to rate us higher ?
What is the simplest thing we can do
to make you rate us one point higher ?
What led you to give this score ?

How can we make your customer
support experience better?

In other words, due importance needs to be given to the views of all 3 customer categories –
Detractors, Passives & Promoters. It is the promoters who are more likely to share more details
about not only what works for them but also what they would like to see enhanced in the product.
Similarly, it’s important to know from the passives what would it take to convert them into
promoters (and prevent them from becoming detractors).
If the NPS data is collated effectively, it would provide insights into customer sentiment towards
the brand as well as individual products, the quality of marketing/sales communication they receive
and post-sales support experiences. The data can lead to creation of short term and long term
goals in the Research and Development based product roadmap, as well as help lubricate the callcentre experience of the customer.
In addition to above, there exists a strong correlation between NPS and company growth. Research
from London School of Economics indicates that an NPS increase by 7 points leads to one percent
growth in revenue. Hence, NPS trends effectively help forecast future revenues. A Bain and
Company study reveals that NPS accounts for 20% – 60% of the overall growth rate for many
brands. Firms who successfully use the full potential of NPS outgrow the competition by an
average of 2.5 times.

THE HISTORY OF
NET PROMOTER
SCORE
The Net Promoter Score was developed in 2003 by
Fred Reichheld, Bain & Company & Setmatrix.
Frederick Reichheld first introduced the Net
Promoter Score in his article “The One Number You
Need to Grow” in Harvard Business Review. Since
then it has been adopted globally across sectors by
thousands of companies in an attempt to gain a
competitive advantage through enhancing customer
loyalty.
Over the years, for most industries the Net
Promoter Score has been observed to have a direct
correlation with revenue growth rates.The easy to
understand and simple nature of NPS has helped it
become the goto KPI at all levels of a business
including senior management, sales/marketing, R&D,
customer support etc.

The Net Promoter Score was developed in
2003 by Fred Reichheld.

Potential Benefits of NPS
NPS is a universal tool, and nearly two thirds of Fortune 1000 use NPS. In contrast, according to a
survey, around 8.9% companies do NPS monthly, 10% quarterly & 9.1 % annually. An astonishing 71%
of companies have never conducted an NPS survey.
Retention revenue forecasting
The revenue generation capabilities of a business is impacted by the churn rate. An increased churn
rate is directly indicative of poor market performance. Knowing your metrics helps to quantify the
loss, gain access to market knowledge that helps in making informed decisions and forecast
revenue.
Having said that, NPS may not be a direct indicator for retention because it does not tell you ‘why’
a customer is happy/ unhappy but it’s still a vital metric to understand future behavior and
retention of a customer.
Measure customer sentiment
NPS is one way to garner a broad and general access to user sentiment within the index of the
following net promoter score question - ‘ On a scale of 1 - 10, how likely are you to recommend our
company to a friend or co-worker?’The NPS score is calculated by taking the percentage of
promoters minus the percentage of detractors. The higher the number the happier your customers.
Isolate the weak areas of the business/products
As a loyalty metric, your NPS can help identify and isolate the pain points of your business through
your customers. Segment your net promoter score in groups based on location, demographic,
buyer persona etc to conduct an effective research into the weak areas of your business.
Track business performance and trends over time
NPS metrics inevitably vary over time. Which means the direction of the score provides a prevalent
sense of how the company is trending in the minds of its customers — if the NPS goes up, that’s
marked as a good indicator; if it goes down, the business needs a probe.

Kapture's NPS Survey System
If you ignore your customers, then your customers will eventually ignore you, more now than ever
before. Today a customer can approach a brand via multiple channels, and firms today need
automated omni-channel processes built into their systems to converge on customer demands in a
timely manner while maintaining consistency in the quality of customer support.

At
Business partners have access to an
in-built NPS survey system equipped
with an easy-to-calculate metric within
the automation platform.

Several mature multi-billion businesses understand the
need to develop long-term relationships with their
customers. They value the strategic significance of
understanding what their customers need in order to
deliver a personalized experience to the customer every
time.
To do this consistently and at scale, businesses need to
have sophisticated systems in place that help close the
loop between customer expectation and retention
revenue.

Dashboard 1

Dashboard 2

Scope of Net Promoter Score
Often organisations want to know if they are doing better than the competition in terms of
customer experience. However, it may be misleading to compare the NPS score of one
organization with that of the other, even if they are competitors.
The reason is that an organization may choose to implement NPS the way it deems fit, which
may be very different from what another organization in the same industry may be doing.There is
no global standard of measuring NPS that would enable an “apples with apples” comparison of
the NPS of two organizations.
NPS is best used as an internal tool for self- reflection and fostering long term sustainable
growth, rather than being used as a branding instrument.

NPS Evolution – the next big metric for 2022!
In their new book, Winning On Purpose, Fred Reichheld and his
co-authors Darci Darnell and Maureen Burns have now
introduced “Earned Growth” as a new complementary metric to
NPS. Their book was previewed in a recent Harvard Business
Review article.
While the NPS dwells on customer intent, Earned Growth draws insights from hard accounting
numbers instead of surveys. Earned Growth as the name suggests is an indicator of the expected
profitability as well as the quality of the firm’s growth based on real revenues and customer
loyalty trends.
Earned Growth measures the revenue growth generated by returning customers and their
referrals. Since it is based on audited revenues, instead of surveys it provides organizations with
a reliable connection between customer success strategy and expansion revenue.
Conventionally, firms track and estimate the customer lifetime value (LTV) which is at best a
projection; Earned Growth on the other hand looks at the revenue that has already been
generated. Hence Earned Growth provides hard evidence of the outcomes of the firm’s strategy
to not only grow revenues from existing customers but also to quantify business generated by
referrals from existing customers.

To calculate earned growth, two other metrics are needed

NET REVENUE RETENTION (NRR)
NRR measures the percentage of revenue
from customers who were with
the firm including last year

EARNED NEW CUSTOMERS (ENC)
To understand this metric, one must classify
all customers as earned customers and bought
customers.ENC measures how much revenue growth
comes from earned vs. bought customers

Purchases after
hearing about the
wonderful experience
of other customers
who bought your
products/services.

Earned
Customer

Bought
Customer

Acquires via marketing,
branding & promotions.

While a seemingly simple metric, its importance, and sensitivity to the business cannot be
emphasized enough. For example, the authors share that SAAS firms with NRR of over 130% are
valued more than 2.5 times higher than those with NRR below 110%. Earned Customers are those
who purchase after hearing about the wonderful experience of other customers who bought your
products & services.

Earned Growth Rate = NRR + ENC – 100%

Earned
Growth

REVENUE FROM EXISTING CUSTOMERS

REVENUE FROM NEW 'EARNED CUSTOMERS'

To calculate earned growth rate, NRR & ENC are added and then 100% is subtracted from it.

In order to track ENC, the authors propose to add a simple step to the process for onboarding
new customers: asking them the primary reason they decided to give the company their business.
To understand the significance of tracking ENC, firms need to reimagine the way they look at
referrals from existing customers. Typically referrals are considered bonuses by firms while the
prime focus of acquiring new customers is through marketing and branding campaigns.
That is where ENC can be a strategic tool, providing a real-world estimate of revenue from
earned customers. This would eventually help create more nuanced customer success strategies
as well as justify the investment that goes into providing existing customers with a remarkable
experience.
With today’s CRM technology and cloud analytics, it is possible for firms to automate and track
NRR & ENC and arrive at a real-time, adaptive data-driven decision matrix. Earned growth analysis
will help firms hone their investment strategy as it would provide actionable business intelligence
regarding the return of investment across customer segments and acquisition channels.

In Conclusion
The authors share that a majority of firms have found that earned new customers are much
more profitable than bought customers. Many bought customers end up being money losers
when life time value (LTV) is compared to the cost of customer acquisition (CAC). Instead of
traditionally just viewing the customers as the firm’s most valuable asset, a customer’s value
needs to be tracked and quantified.
To effectively implement earned growth calculation, customer success teams need to track
revenues, costs etc. for every customer. By using the customer based accounting methodology,
they need to quantify the correlation between customer loyalty behaviour and customer
experience.
It is critical to estimate the expected return of investment towards retaining and enhancing
customer happiness. Once hard accounting data establishes this causal relationship, then earned
growth can form the foundation of the firm’s customer engagement framework, which in turn
translates to the strategy towards long term sustainable growth.
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