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This past March was published one of the very first quantitative analyses that I'm aware of to correlate
the effect of customer engagement via social media with the firm's bottom line. In the article entitled,
“The effect of customers' social media participation on customer visit frequency and profitability: an

empirical investigation™," academics examined the effect of customers' participation in a firm's social

media efforts and found that social media engagement resulted in not only a stronger bond between
the brand and the customers, but also discovered that engaged customers visited the store 5.2% more
often and generated 5.6% greater revenue than the control group with similar shopping history,
identified before the social media effort began. As well, engaged customers as measured by frequency
of posting had a stronger preference for premium products and lower price sensitivity, making them
more profitable than their non-engaged counterparts

The researchers examined a large retail wine seller and gathered information on customers'
demographics and spending habits including wine purchased from other outlets. They created a control
group consisting of customers with similar purchase habits and who are not participating in social
media. One of the challenges that could easily get lost in a company's social media experiments is
whether the relationship is actually growing or the firm has actually provided greater accessibility to
promotional coupons. In this study, the researchers weeded out "price buyers" who were using social
media solely for the purpose of obtaining coupons. The social media customers and the control group
did not have significant differences in their purchase behavior prior to the firm's social media

! http://isr.journal.informs.org/content/24/1/108
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experiment. Thus, they effectively isolated the effect of social media on a material segment of their
customers.

However, these results are sometimes masked by the law of averages. To duplicate these results in your
company you should carefully segment customers, observe their behavior, and compare such behavior
with an appropriate control group. Even more importantly, it appears that done properly, social media
can be an effective tool for engaging customers.

As we see in this study, engaged customers spend more and more often, may have a higher predilection
for premium products, and are therefore more profitable.

What can you do to engage customers in your business? How can you go beyond preaching at them or
pushing coupons to engaging them in a dialogue, and truly understanding what they need?’

*Copyr/'ght Notice: All content contained in this article is copyright protected material. Reproduction, in whole or in
part, in any form or medium, without the express written permission of the Chief Customer Officer Council is strictly
prohibited.
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About CURTIS N. BINGHAM

As Executive Director of the Chief Customer Officer Council™, Curtis Bingham is
the recognized authority on chief customer officers and the first to promote this
role as a catalyst for competitive advantage. He is the creator of the CCO
Roadmap, a groundbreaking work containing 100+ critical strategies essential for
customer centricity. As an international speaker, author, and consultant, Curtis is
passionate about creating customer strategy to sustainably grow revenue, profit,
and loyalty.

About THE CHIEF CUSTOMER OFFICER COUNCIL

The CCO Council is a powerful and intimate gathering of the world’s

leading customer executives from widely diverse industries. The *

Council helps executives achieve objectives faster and more easily by

leveraging best practices. It helps validate and refine strategies and

initiatives to avoid experimenting at customer expense. Membership

is by invitation only, and purposefully cross-pollinated with the most %/
forward-thinking companies, large and small, so as to help customer CHIEF CUSTOMER OFFICER

. . . . . COUNCIL

executives deliver solid, customer-centric business results. For more

information, email info@ccocouncil.org or call 978-226-8675.
Powerful Influence on Customer Centricity — Authority is the currency of the C- Thought-leading Videos
Suite. Greater Authority means greater ability to influence the organization to ccocouncil.org/video
take a desired action. So how do you increase your authority and better use the
authority that’s been granted to you? How can you build stronger relationships More Articles by Curtis
and demonstrate and communicate results? In this Bingham Advisory, you’ll ccocouncil.org/exclusiveresources
not only learn about the three types of chief customer officer authority:
Positional, Borrowed and Earned, you'll also learn five ways to borrow and four LinkedIn Discussion for CCOs
ways to earn greater authority, with specific examples of each. (For VPs and above)

CCO Council Network

Download your free copy today at www.ccocouncil.org/thebinghamadvisory/

Join the conversation
www.ccocouncil.org
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