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It's time to stop drinking from the
fire hydrant

During recent Ernst & Young LLP-sponsored events, Effectively leveraging
complaints for competitive advantage, we spoke with executives from some of the
most prominent US financial institutions. They shared their perspectives on how well
their complaint management processes are working, how they are responding to

the evolving regulatory environment and how well they are delivering a consistent
customer experience. In addition, participants shared insights concerning the
importance of improving Voice of Customer data management and operational
processes to reduce costs and increase customer satisfaction and loyalty.

To better understand organizations’ complaint management “readiness” and to
identify areas of immediate focus for enhancement, we conducted an informal
survey of 34 executives covering four key complaint management topics:
problem resolution, customer-centric compliance, Voice of Customer (VoC) and
process improvement.

We have compiled the results to assist compliance and customer experience
executives as they work to improve existing processes or establish new ones.
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Approach

Purpose

Our survey questions were designed to
explore two main concerns related to
customer complaint management:

1. Complaint readiness: addresses how
prepared financial services organizations
are to handle customer complaints in
a way that meets or exceeds customer
expectations.

2. Intent to take action: addresses the
interest financial services companies have
in developing or strengthening customer-
centric complaint management processes
to better meet customer expectations and
improve core processes.

To understand the unique factors that drive
readiness and intent to take action, we
asked 16 questions related to four main
complaint management topics:

1. Problem resolution: effective and
consistent end-to-end complaint
management and escalation

2. Customer-centric compliance: customer-
centric model that drives the complaint
management approach, meeting both
customer and regulatory requirements

3. Voice of Customer: embracing VoC
data analytics to drive organizational
alignment, prioritization and process
improvement

4. Process improvement: creating
a competitive advantage through
an effective process improvement
methodology that reduces risk and
improves customer satisfaction and loyalty

High-level evaluation

The evaluation is based on an analysis of
polling data and anecdotal feedback gathered
at the events. While we believe results

may suggest differences in organizations’
approaches, the implications of the data are
not provided at this time, because of testing
of a smaller sample size and the informal
design of the research. However, high-level
observations are provided to facilitate
dialogue within organizations as they work to
strengthen and/or transform their processes.

To set a standard of basic measurement, we
determined where executives' perceptions
were generally positive or indicative of
opportunities for enhancement.

Participants responded by selecting from a
scaled set of answers for each question.
We then grouped responses into five tiers,
as follows:

» Evaluations were considered positive if an
individual responded more favorably (i.e.,
tier 1 or tier 2).

» Tier 1 - "Extremely,” “Almost always" or
“Very important”

» Tier 2 = "Very,"” "Often” or "Quite
important”

» Evaluations were considered opportunities
for enhancement if an individual responded
less favorably (i.e., tiers 3, 4 or 5)

"o

» Tier 3 — "Moderately,” “Sometimes" or

“Fairly important”

» Tier 4 — "Slightly,” “Rarely"” or “Slightly
important”
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» Tier 5—"Not at all,” “Never" or “Not at
all important”

Respondents were also allowed to choose
“Don't know."”

Response rates varied per question, with an
average response rate of 85% across
all questions.



Executive summary

Are financial services organizations ready and able
to improve complaint management processes in

a way that meets customer expectations, ensures
requlatory compliance and improves operational

effectiveness?

When we assessed polling data on each of
our complaint management topics, there
appeared to be similarities and dissimilarities
across organizations.

It is clear that most financial services
executives acknowledge both the need for
and interest in better development and/or
management of their companies’ customer
complaint processes and capabilities. When
asked, “How important is it to be perceived
as 'best in class' in delivering a great
customer experience?" the overwhelming
majority (75%) responded it was "Very
important,” and a significant number rated
it “Quite important.” To further highlight this
perception, one executive pointed out, “The
recent rise of ‘Customer Experience VPs and
Director’ roles within financial organizations
seems to be indicative of the growing level
of importance attributed to (instilling)
customer-centricity within financial
organizations, in conjunction with meeting
regulatory obligations.”

However, when it comes to enabling a set
of customer-centric initiatives, a substantial
number of financial organizations show
moderate abilities, or less than moderate
abilities, creating the opportunity for
enhancement. At the same time, some
executives report that their companies

are "high customer-experience” and/or
“compliance-ready” performers. From what
we have seen in our preliminary findings,
financial organizations appear to be showing
wide dissimilarities in maturity level of
customer experience and/or compliance
"readiness,” depending on the type of
capability (each of our four topic areas).
Following is a high-level overview of
significant findings.

Problem resolution

» Most companies’ complaint handling
processes can be improved. Approximately
50%-60% of respondents agree that there is
room for problem resolution enhancement
with regard to frontline employee
preparation and know-how, the escalation
process and follow-up with customers.

» Many companies consider themselves
able to fully resolve complaints in a time
frame acceptable to customers, but a
fair number also report challenges. While
67% report that their companies "Often”
or “Almost always" fully resolve complaints
to their customers' liking (37% and 30%,
respectively), a significant number of
respondents (27%) rate their companies’
ability as "Sometimes” or “Rarely” (20% and
7%, respectively).

Voice of Customer

» Many companies may not fully understand
the cost of ineffective complaint
management, and the positive impact of
successful problem resolution on customer
retention. Sixty percent of executives say
that recognizing these costs or benefits are
only "Moderately,” "Slightly” or "Not at all”
understood, with a significant portion (21%)
responding that the costs are not at all
understood.

» Some companies' use of VoC data is strong
while others have room for improvement.
Forty-eight percent of respondents report
"Very" or "Extremely" high usage of VoC
data to identify compliance and customer
attrition risks. Thirty-nine percent report
“Slight" or “Moderate” usage.

Customer-centric
compliance

» A significant number of companies
are not prepared for a Consumer
Financial Protection Bureau (CFPB)
visit. Approximately 50% of respondents
report that their companies would either
be “Very" prepared (31%) or “Extremely”
prepared (24%) for a visit from the CFPB
tomorrow.

But more importantly, 17% rate themselves
as “Moderately"” prepared; 7% “Slightly”
prepared and 3% are “Not at all" prepared;
another 17% “Don’'t know" their current
level of preparedness.

» Effective and efficient dashboard
reporting is a key challenge for most
companies. A majority of companies
(70%) report that their dashboards are
either "Moderately,” “Slightly” or “Not at
all" capturing all of their customer issues
across all business units and channels in an
integrated manner.

Process improvement

» Many companies report an overall lack
of proactive approaches to seeking
customer feedback on service delivery
changes before implementation. A
significant majority of participants (62%)
report less favorably on proactively seeking
customer feedback before introducing
service-delivery changes into production.
Also, 29% responded
“Don’t know."
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Key findings

Problem resolution

Figure 1*

Sixty-seven percent of companies are
responding positively to complaints
resolution, but approximately 27%
report "Sometimes" or “Rarely.”

Figure 2*

Frontline resolution competency across
companies varies; 50% are not confident
that their frontline employees
understand problem resolution or their
escalation process.

* For all figures, results may be less than or
exceed 100% due to rounding.

How often do you fully resolve complaints in a timeframe that is
acceptable to your customers?

0% 7%
Never Don't know
7%

Rarely

30%
Almost always

20%
Sometimes

37%
Often

How well do your frontline employees understand the steps to
successfully resolve problems themselves and when to escalate?

0% 10% 7%
Don't know

Not at all Extremely

33%
Very

23%
Slightly

27%
Moderately

3 | Effectively leveraging consumer complaints for competitive advantage



Figure 3* How well does your escalation process work?
Escalation may be a source of some
frustration; 55% report “Moderate” 0%
0 0 0
. . . Not at all 10% 10%
functionality/effectiveness. otata Don't know Extremely
10%
Slightly 16%
Very
55%
Moderately
Figure 4* How often do you “close the loop” with customers to ensure that the

solution met their needs?
Forty-four percent of companies say "closing
the loop” "Sometimes,” “Rarely” or “Never” 14%
happens. Twenty-one percent of respondents Don't ki'é{v Almost always
“Don't know" how often this occurs.

3%
Never 21%

Often

10%
Rarely

31%
Sometimes

* For all figures, results may be less than or
exceed 100% due to rounding.
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Positive: evaluations
were considered positive
if an individual responded
more favorably (i.e., tier 1
or tier 2) and are shown
as yellow in the graphic
representations of results
» Tier 1 — “Extremely,”
“Almost always" or
“Very important”
> Tier 2 - "Very," "Often”
or “Quite important”

Opportunities for
enhancement:
evaluations were
considered opportunities
for enhancement if an
individual responded less
favorably (i.e., tiers 3, 4
or 5) and are shown in gray
in graphic representations
of results.

. > Tier 3 - “Moderately,”
“Sometimes" or “Fairly
important”

. > Tier 4 - “Slightly,”
“Rarely” or “Slightly
important”

> Tier 5-"Not at all,”
“Never" or “Not at all
important”

. > Respondents were also
allowed to choose
“Don’t know."




Key findings

Voice of Customer

Figure 5*

A majority of companies may not have a

full understanding of the costs of ineffective
complaint management. Interestingly, 39%
of companies had a “Moderate” or “Slight”
understanding of these costs, while 21%
have no understanding. Nine percent of
respondents “Don't know."

Figure 6*
It appears that many companies do not have

a complete understanding of the impact of
successful problem resolution on customer

retention. Fifty-seven percent of respondents

“Moderately,” “Slightly” or “Not at all"
understand these ramifications, while 10%
“Don't know."”

* For all figures, results may be less than or
exceed 100% due to rounding.

How well does your organization understand the cost of ineffective
complaint management?

9% 9%
Don't know Extremely

21%

Not at all 21%
Very
18% 21%
Slightly Moderately

How well does your organization understand the impact of success-
ful problem resolution on customer retention?

10% 10%
Don't know Extremely

7%
Not at all

23%
Very

20%
Slightly

30%
Moderately
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Figure 7*

Many companies only moderately address
customer and compliance needs facing
potential product/service changes; 56%
report room for improvement while 6%
“Don't know."”

Figure 8*

Nearly 50% of companies report high usage
of VoC data to inform "risk potential,” while
many others report less reliance. However,

nearly 39% do not have a holistic picture of
their VoC data.

* For all figures, results may be less than or
exceed 100% due to rounding.

How well are both customers’ and compliance needs addressed
when product and service changes are being considered?

How much does the business depend on VoC information to identify
compliance and customer attrition risks?

0%
Not at all

6%

3% Don't know

Not at all

9%
Slightly

44%
Moderately

13%
Don't know

17%
Slightly
22%
Moderately

22%
Extremely

Positive: evaluations
were considered positive
if an individual responded
more favorably (i.e., tier 1
or tier 2) and are shown
as yellow in the graphic
representations of results
» Tier 1 — “Extremely,”
“Almost always" or
“Very important”
> Tier 2 - "Very," "Often”
or “Quite important”

16%
Very

Opportunities for

enhancement:

evaluations were

considered opportunities
for enhancement if an
individual responded less

13% favorably (i.e., tiers 3, 4

Extremely or 5) and are shown in gray

in graphic representations
of results.

. > Tier 3 - “Moderately,”
“Sometimes" or “Fairly
important”

. > Tier 4 - “Slightly,”
“Rarely” or “Slightly
important”

> Tier 5-"Not at all,”
“Never" or “Not at all
important”

. > Respondents were also
allowed to choose
“Don’t know."

35%
Very
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Key findings

Customer-centric compliance

Figure 9*

The ability to effectively and consistently
track complaints varies significantly
across companies. Nearly 50% said that
they track effectively, while the remaining
50% continue to struggle.

Figure 10*

Effective and efficient dashboard
reporting appears to be a challenge for
most companies. Sixty-nine percent are
experiencing challenges around reporting,
particularly when presenting an integrated
view of customer feedback.

* For all figures, results may be less than or
exceed 100% due to rounding.

How well does your frontline consistently capture customer
complaints for reporting and tracking purposes?

0% 4%
Not at all Don't know

20%
Slightly

28%
Extremely

24%
Moderately
24%
Very

How well does your current dashboard capture all of the issues
being voiced by your customers in an integrated manner across lines
of businesses and channels?

0% 5%
Extremely Don't know
27%
23% Very
Not at all

23%
23% Moderately

Slightly
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Figure 11*

Fifty-five percent of companies feel they
are generally prepared for a CFPB visit,
while 27% report that they would not be
prepared. Seventeen percent indicated
that they “Don't know.”

Figure 12*

Companies vary widely in how often they
share "customer wins" with employees
or customers. Sixty percent fell into the
“Sometimes,"” “Rarely” and “Don't know'
cateqgories.

* For all figures, results may be less than or

exceed 100% due to rounding.

How prepared would you be for a visit from the CFPB tomorrow to
inspect your consumer complaint resolution and reporting process?

17%
Don't know 24%
Extremely
3%
Not at all
7%
Slightly
17%
Moderately 31%
Very

How often do you share customer driven "wins,” the positive Voice
of Customer, with employees and/or customers?

0% 8%

N
ever 20% Almost always

Don't know

32%

12% Often

Rarely

28%
Sometimes
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Positive: evaluations
were considered positive
if an individual responded
more favorably (i.e., tier 1
or tier 2) and are shown
as yellow in the graphic
representations of results
» Tier 1 — “Extremely,”
“Almost always" or
“Very important”
> Tier 2 - "Very," "Often”
or “Quite important”

Opportunities for
enhancement:
evaluations were
considered opportunities
for enhancement if an
individual responded less
favorably (i.e., tiers 3, 4
or 5) and are shown in gray
in graphic representations
of results.

. > Tier 3 - “Moderately,”
“Sometimes" or “Fairly
important”

. > Tier 4 - “Slightly,”
“Rarely” or “Slightly
important”

> Tier 5-"Not at all,”
“Never" or “Not at all
important”

. > Respondents were also
allowed to choose
“Don’t know."




Key findings

Process improvement

Figure 13* How well do you use complaint information to drive process

. : oo
Companies are generally equally divided improvement in your organization?

when expressing how well they use 4% a9
complaint information to drive Not atall Don'tknow 15%

. 4% Extremely
process improvement. Slightly

27%

46% Very
Moderately
Figure 14* How well do you use customer complaint analytics to understand
. . . where the biggest risks and opportunities really are?

There are differences in how well complaint 99 PP Y
analytics are used to identify risks and %
opportunities. Over 50% of respondents rate 4y Don'tknow éit/;emew
this as an area requiring improvement. Not at all

21%

Very

32%
Slightly

25%
Moderately

* For all figures, results may be less than or
exceed 100% due to rounding.
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Figure 15*

The data suggests that companies have an
opportunity to proactively seek customer
feedback on service delivery changes before
implementation. Only 10% of respondents
reported that they were performing this
function well.

Figure 16*

An overwhelming majority of respondents
recognize the importance of being
perceived as “best in class" in delivering a
great customer experience.

* For all figures, results may be less than or
exceed 100% due to rounding.

How well do you proactively seek customer feedback on service
delivery changes before introducing them into production?

0% 10%
Extremely Very

29%
Don't know

10%
Moderately

33%
19% Slightly

Not at all

How important is it to be perceived as “best in class” in delivering a
great customer experience?

0% 7%
Slightly 49 Don't know
0% Fairly important
Not at all
14%

Quite important

75%
Very important
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Positive: evaluations
were considered positive
if an individual responded
more favorably (i.e., tier 1
or tier 2) and are shown
as yellow in the graphic
representations of results
» Tier 1 — “Extremely,”
“Almost always" or
“Very important”
> Tier 2 - "Very," "Often”
or “Quite important”

Opportunities for
enhancement:
evaluations were
considered opportunities
for enhancement if an
individual responded less
favorably (i.e., tiers 3, 4
or 5) and are shown in gray
in graphic representations
of results.

. > Tier 3 - “Moderately,”
“Sometimes" or “Fairly
important”

. > Tier 4 - “Slightly,”
“Rarely” or “Slightly
important”

> Tier 5-"Not at all,”
“Never" or “Not at all
important”

. > Respondents were also
allowed to choose
“Don’t know."




Survey demographics

Survey population

Ernst & Young LLP conducted its informal
polling research during two sponsored events
with executives representing various US
financial services organizations.

Our population sample is representative of
the following:

» Thirty-four survey participants, many
holding management positions within their
US financial organization

» Events held in two locations — New York,
New York, and Charlotte, North Carolina —
with participants from across the US

Key contacts

Heidi Boyle

Principal, Financial Services
Ernst & Young LLP

+1312 8798320
heidi.boyle@ey.com

Amy Brachio

Partner, Financial Services
Ernst & Young LLP
+1202 327 7552
amy.brachio@ey.com
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About Ernst & Young

Ernst & Young is a global leader in assurance,
tax, transaction and advisory services.
Worldwide, our 152,000 people are united

by our shared values and an unwavering
commitment to quality. We make a difference
by helping our people, our clients and our wider
communities achieve their potential.

Ernst & Young refers to the global organization
of 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
www.ey.com.

Ernst & Young LLP is a client-serving member
firm of Ernst & Young Global Limited operating
in the US.

Ernst & Young is a leader in serving the global
financial services marketplace

Nearly 35,000 Ernst & Young financial services
professionals around the world provide
integrated assurance, tax, transaction and
advisory services to our asset management,
banking, capital markets and insurance clients.
In the Americas, Ernst & Young is the only
public accounting organization with a separate
business unit dedicated to the financial services
marketplace. Created in 2000, the Americas
Financial Services Office today includes more
than 4,000 professionals at member firms

in over 50 locations throughout the US, the
Caribbean and Latin America.

Ernst & Young professionals in our financial
services practices worldwide align with

key global industry groups, including

Ernst & Young's Global Asset Management
Center, Global Banking & Capital Markets
Center, Global Insurance Center and Global
Private Equity Center, which act as hubs for
sharing industry-focused knowledge on current
and emerging trends and regulations in order
to help our clients address key issues. Our
practitioners span many disciplines and provide
a well-rounded understanding of business
issues and challenges, as well as integrated
services to our clients.

With a global presence and industry-focused
advice, Ernst & Young's financial services
professionals provide high-quality assurance,
tax, transaction and advisory services,
including operations, process improvement,
risk and technology, to financial services
companies worldwide.

It's how Ernst & Young makes a difference.
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