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Changing attitudes to content and connectivityComing closer to the customer in the digital age
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EY works closely with connectivity and entertainment providers to help deliver better customer outcomes and add value. One way we support this is by commissioning industry-leading research, as seen in our recent report Navigating the Bundle Jungle: Content, connectivity and consumer trust (August 2016). Here we summarise five key findings from our research that can help secure stronger customer relationships and suggest the best way for Technology, Media & Entertainment and Telecommunications (TMT) leaders to capitalize on them.
 2
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Five key findings
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Simplistic segmentation
 isn’t enough
 4
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Don’t assume that simple socioeconomic indicators such as age, income and household composition will correlate with consumer behavior and uptake of technology and entertainment. The reality is that user behaviors often confound expectations and stereotypes. For example, our research shows that:
 • In mature media and telco markets, device ownership and media services subscriptions show almost no correlation with age.
 • Twice as many consumers in low-income brackets consume content via streaming than do consumers in high-income brackets.
 Going beyond simplistic segmentation means taking a deeper look at the current consumer. Our work in developing customer personas across the major European markets to design compelling experiences suggests that to adequately capture the nuances of today’s attitudes and behaviors, you need to combine three factors:
 1 Intention: What is the customer trying to achieve within the context of the journey (buy, use, get help)?
 2 Situation: Where is the user in terms of customer life cycle and environment at the time of the journey?
 3 Disposition: What are the relevant character and emotional traits shaping the customer’s disposition while on the journey?
 Getting this sort of detail requires a combination of techniques such as contextual inquiry, large-scale surveys and transactional data analytics.
 Simple sociodemographic characteristics no longer adequately describe or predict modern adoption and usage patterns*
 5
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Over-bundleat your peril
 6
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Established thinking is that any free, extra services must be welcomed by consumers. The reality is different. Customer perceptions of value and product performance for ‘unwanted’ elements of, for example, a quad play bundle can ‘contaminate’ perceptions for the entire bundle.
 Our extensive research into the Net Promoter Score (NPS) performance of operators across Europe* confirms that:
 • Customers will give a low NPS score to an unwanted product, even if its actual performance is satisfactory.
 • Users who give a low rating to one part of the bundle will also mark down their provider’s overall NPS score for the entire bundle.
 These findings are backed up by EY’s 2016 report, Navigating the Bundle Jungle: Content, connectivity and consumer trust, which reveals that quad play bundle customers are more likely to switch despite high levels of satisfaction. In UK households, 23% of customers taking a bundle of broadband and TV are very or quite likely to switch providers, but this likelihood climbs significantly to 37% in quad play bundle customers.
 Customers are increasingly allergic to having services forced onto their bundle, “free” or otherwise*
 7
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Bewarethe powerof the new
 8
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Our analysis of NPS surveys across three European markets shows that when customers are comparing their service with other established quad play providers, they appear largely content. However, when they compare established providers with new Over-the-Top (OTT) disruptors, customers rate the experience with their current providers as very poor and become NPS ‘super-detractors’.
 This can present providers with major headaches, such as customers deserting or reducing their bundle as they fall for the ‘charms’ of the disruptors. This challenge is apparent in the Bundle Jungle survey, where the proportion of customers citing convenience factors or price savings as a reason to adopt bundles has fallen from 59% to 52% in the last three years, highlighting rising levels of apathy. The lure of the new entrants is built on exclusive and attractive content, established providers may need to better communicate the value of their own, more familiar, offering.
 Quad play bundle providers lag disruptive competitors when it comes to customer experience*
 9
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Look beyond net promoter
 scores
 10
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Customer Experience is rightly top of the agenda for most TMT CEOs, and this has driven the rise of NPS as a key metric. However, the relationship between NPS and customer value is not as straightforward as many think and requires further scrutiny.
 A quarter of very happy or ‘likely to recommend’ customers do not reward their providers by staying in contracts longer or taking up more services. Conversely, when we look at those who describe poor experiences we find that a significant minority do not react by terminating or cutting back their services.
 This breakdown of the link between satisfaction and loyalty is evident in the Bundle Jungle study. Between 2013 and 2016, there was a five percent increase in customer satisfaction with broadband providers, but willingness to switch also increased by four percentage points, to 25%.
 On an individual level, customer satisfaction and customer action are not as closely or inextricably linked as many perceive. So what is? The key is to understand consumer behavior at a granular level to identify attitudes and then personalize communications and management activities accordingly.
 Between 50% and 60% of customers don’t reward or penalize their providers for bad experiences*
 11
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016

Page 12
                        

Customer engagement
 creates value(but only if you get it right)
 12
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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Getting it right creates a virtuous circle. Increased customer engagement with your products translates into greater perception of their value, which in turn leads to better outcomes for providers from lower churn rates, higher product up-sells and more premium service subscriptions.
 Providers that get it right do several things successfully:
 • Streamline ‘first-use’ experiences to make all aspects of your services and hardware intuitive and easy to understand (for example easy self-install, single login across app and set-top box).
 • Manage ongoing customer ‘education’ using a creative approach that feeds off customer usage and engagement, but avoids overloading users with information.
 Greater engagement with product features and bundled services can lead to an increase of up to 30% in customer lifetime value (CLV) through up-sells and longer tenure*
 13
 * Research-Led Customer Experience Transform
 ation of Leading European Connectivity and Entertainment Provider, 2016
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KeystrategiesWhat tools can providers use to capitalize on these trends?
 14
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Develop richer customer understanding to create winning propositionsSupplement your traditional, value-based user segmentation with additional, more detailed data considering the context, disposition and personal situation of a customer when they try, buy or seek support. These customer personas are fundamental to developing successful customer experiences and value propositions.
 Measure the value of experience Combine customer, financial, operational and transactional data to enable detailed, customer-level understanding of what events trigger NPS and value perception for which types of customers. This integrated, rich platform can guide investment decisions and help personalize treatments that improve experience and value outcomes.
 Design services that tailor the customer’s experience to their needsBuild capabilities, not just technology. Driving experience transformation requires a holistic approach, starting with the customer’s needs. By adopting a continuous and iterative approach to service design, TMT leaders can develop and sustain digital leadership capabilities.
 Here are three recommendations:
 123
 15
 How we can help Our understanding of the industry and experience supporting key providers means we are strongly placed to help. EY’s approach to building digital capabilities is four-tiered:
 • Driving the experience transformation• Harnessing innovation and design• Rigorously designing and prioritizing customer experience
 investments• Enabling organizational change
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EY | Assurance | Tax | Transactions | Advisory
 About EYEY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services we deliver help build trust and confidence in the capital markets and in economies the world over. We develop outstanding leaders who team to deliver on our promises to all of our stakeholders. In so doing, we play a critical role in building a better working world for our people, for our clients and for our communities.
 EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK company limited by guarantee, does not provide services to clients. For more information about our organization, please visit ey.com.
 © 2016 EYGM Limited.All Rights Reserved.
 EYG no. 04086-164Gbl
 ED None
 In line with EY’s commitment to minimize its impact on the environment, this document has been printed on paper with a high recycled content.
 This material has been prepared for general informational purposes only and is not intended to be relied upon as accounting, tax or other professional advice. Please refer to your advisors for specific advice.
 ey.com/UK
 EY key contactsRahul GautamAdvisory Lead Partner, Technology, Media & Entertainment and Telecommunications, Ernst & Young [email protected]
 Ioannis MelasDirector, Technology, Media & Entertainment and Telecommunications, EY [email protected]
 Adrian BaschnongaLead Analyst, Global Telecommunications, Ernst & Young [email protected]
 Chris MontanaroSenior Consultant, Customer Experience and Insight, Ernst & Young [email protected]
 For Media and Marketing enquiries, please [email protected]
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