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Keeping up with customer expectations
has never been more important

Keeping up customers' demands for exceptional experiences was
already a top priority for CSPs when COVID-19 hit. Now more than
ever, it has become critical to engage each and every customer with
empathy. CSPs need to hit the mark on every interaction, ensuring
it's completely relevant and tailored to the individual customer.

CSP employees surveyed agreed - 50% indicated that making sure
customers ‘feel like the company cares’ was a top CX priority.

And 73% of CSP decision-makers agreed that customers should be
engaged individually.

However, CSPs realized that the CX status quo is not good enough -
43% said there's a high proportion of customers raising complaints
and not engaging with their communications

However, there is a solution. To increase customer satisfaction and
deliver exceptional CX at scale, now is the time to invest in real-time
decisioning. It's the only way to truly deliver personalized, relevant
experiences every single time.

Russ Welton
AOM Design Authority
Vodafone



Real-time decisioning helps CSPs
meet customer demands

CSPs have started exploring real-time decisioning as a way to delight
and keep customers —and they're seeing success. Even companies
who have yet to invest in real-time decisioning see its value - 51%
believe it will help achieve higher NPS (vs. 51% for all industries) and
50% believe it will increase retention (vs. 46%). These perceptions
align with what those who already using real-time decisioning are
seeing - two thirds say it leads to better customer retention (66% vs.
61%) and most (55%) say it increases acquisition of new customers.

But while early adopters are seeing amazing results, real-time
decisioning isn't seeing widespread adoption in the communications
industry - 88% are unaware of real-time decisioning (vs. 82% across
all industries). There are several challenges impacting organizations
when it comes to real-time decisioning. Eighty-five percent say they
lack the skills, organizational structure, buy-in from senior leaders to
make the change and/or budget to proceed.

Even with these challenges, a need for real-time decision has never
been greater - 77% of comms decision-makers aware of real-time
decisioning agree that COVID-19 has made it more important.

For CSPs looking to increase customer happiness and build long-
term customer relationships —Pega'’s real-time decisioning is there,
ready to deliver relevant next-best-actions to customers during every
interaction, across channels. The time to act is now.
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The world is getting smaller every day. Today's open markets entice
competition from all over the globe, with technology lowering
traditional barriers to entry. While this creates massive growth
opportunities, it also means competition from both new and existing
companies. For many organizations, it has become very difficult to
differentiate with the traditional “Four P's”: unique products, better
price point, place or location dominance, or via promaotion. Customer
experience (CX) has become a true competitive differentiator, giving
brands a forum where they can still stand out in an increasingly
crowded space. This has increased the value of CX exponentially, and
it's become a cornerstone for many brands.

Delivering exceptional experiences at every interaction was already a
monumental challenge; then COVID-19 hit. Businesses were suddenly
forced to, at best, speed up any digital CX efforts they already had

in progress, and at worst, completely reinvent themselves digitally.
Retail traffic went from declining to nonexistent in the blink of an

eye. In-person events were cancelled, postponed, or converted into
virtual events. And much of the workforce began to work from home.
However, many businesses rose to meet these challenges, even in
the face of certain disaster.

Next, organizations need to thrive, not just survive. The value of
each customer interaction cannot be overstated. If CXis the way to
get ahead, delivering the exact right thing - action, offer, content,
service, even creative treatment - at the precise moment is how it's
done. At Pega, we believe the best method to achieve that level of CX
success is through the use of real-time decisioning.

To understand how real-time decisioning is defined in the market and
how organizations are tackling CX challenges in this new era, Pega
conducted a global survey of over 3,500 participants in 11 countries
and across six key industries. The results showed that CX'is more
important than ever, and organizations that have invested in real time
are seeing remarkable value. However, the latter are the minority

of respondents, as real-time decisioning has yet to see widespread
adoption despite its many benefits.
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What is real-time
decisioning?

One of the top challenges facing real-time decisioning adoption

is defining what it is exactly. Companies see the potential of real
time, but the market has yet to coalesce around a formal definition
- placing the burden on buyers to educate themselves and their
organizations before making an investment. The definition can
vary greatly from organization to organization, depending on their
approach and use cases. Simply put, “real time” means different
things to different people. We asked respondents to define “real
time” in their own words. Here's what they said:

26%

“Real time is basically adjusting and adapting
to the needs of the customer.”

8%

“Real time helps you make intelligent and sensitive decisions,
collaborating with customers on the phone during the process.”

48%

“Real time is when you're making decisions very
quickly, anywhere from 20 to 60 minutes.”

18%

of organizations using real-time
are doing what Pega considered
to be “real time decisioning.”
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Pega defines real-time decisioning as:

An analytical capability enabling a brand to analyze
an individual's context “in the moment,” using
predictive models and business logic to select the
most relevant action, then delivering the next best
action to that person in-channel - all while the
customer interaction is actively taking place.
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As of 2021, we at Pega believe that real-time decisioning must happen
in less than 200 milliseconds. As real-time technologies continue to
advance, decision speeds will likely increase. Many technology vendors claim

to provide real-time capabilities, and organizations often invest in those
solutions thinking that they're purchasing cutting-edge, scalable technology
that will serve them well for years to come. But in reality, real-time decisioning
technologies are new to most tech stacks. Real-time decisioning isn't a stagnant
technology. Rather, it's constantly being driven forward by advancements in
artificial intelligence (Al). And currently, there's a poor understanding of what
real-time decisioning can do and what use cases it can support - even among
technology suppliers.
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Where are
technology
investments
being made?

The ambiguity around real time can lead
organizations to make investment decisions that
might seem wise at the time but will not support
their goals long term. At times, the confusion
around what exactly real-time decisioning is and
how to use it can cause organizations to shy
away from it entirely. Only 39% of companies
surveyed are investing in any real-time
decisioning capabilities - even though the
vast majority (88%) believe they're vital to
providing a great customer experience. While
organizations see the potential of real time, that
doesn't mean they know to invest in it. Instead,
many are focusing on technology they're already
familiar with:

38%

88% believe they're vital
to providing a great
customer experience.

39% of companies surveyed
are investing in real-time
decisioning capabilities.
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1. Data
management
platforms

Our survey showed that more organizations (46%)
are still investing in data management platforms
(DMPs) than real-time decisioning (39%) - even
though cookie-based DMP technology is quickly being
phased out. DMPs typically don't support real-time
integration with modern advertising platforms like
Facebook, Google, Instagram, or YouTube.

The understanding of where to invest usually

trails behind what's happening in the market.
Organizations tend to invest in DMPs simply because
they always have in the past and are still considered
a safe option. But technologies like DMPs are fading
out and largely becoming irrelevant. The majority are
built on outdated tech that can't easily complement a
real-time investment going forward.

Google announced that it will begin blocking third-party cookies
in the Chrome web browser in 2022, following the lead of
other major browsers like Safari and Firefox. The move would
severely limit advertisers' ability to use cross-site tracking

for audience development and media buying - effectively
rendering many existing cookie-based technologies obsolete.

Only 24% of those surveyed said
they were prepared for this change.

@ ’ 29% didn't know about it at all.

Of those respondents who were aware of Google's
changes to third-party cookies:

Only 24% of those surveyed said
\C”D they were prepared for this change.
15% don't believe it will actually happen.

6% think it will happen but don't
know what to do about it.

DI



2. Customer data platforms

The second highest technology investment was in customer data
platforms (CDP), though only 43% of organizations surveyed are
investing in them. In our opinion, that's a big miss, since CDPs are a key
enabler and data provider for real-time decisioning solutions. The right CDP
can be great for real time. With their first-party data capabilities, CDPs can
add context to customer data and enable organizations to compile, analyze,
and curate data dynamically - all while providing sophisticated toolsets for
practitioners. If data is the fuel for a real-time engine, the CDP is the refinery.

So, why are organizations who have expressed interest in real-time decisioning
investing in sometimes outdated technology? Organizations have traditionally
purchased marketing and engagement technology for two reasons:

To solve for specific channel needs, through the purchase
of campaign management apps, customer service
desktops, content management systems, etc.

To achieve economies of scale, through the purchase
of marketing, service, or sales clouds - including a large
number of apps bundled together into a more fully
integrated, cost-effective solution

Unfortunately, real-time techniques often run counter to the approaches adopted
by popular cloud products, which are often derived from segmentation and batch-
driven technologies. Vendors may attempt to package real-time add-ons into their
solutions, but that's tough to do when the two sides utilize a holistically different
approach to customer engagement.
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Decision engines enable companies to perform complex decision management,
using rules and predictive analytics to recommend the best course of action for
each customer. They can be highly effective and drive significant marketing and
engagement performance. But adoption has been slowed by the influx of Al
across the landscape of marketing tech solutions. With each app or channel
touting its own "brain," companies have been hesitant to make a stand-
alone decision engine investment - that's likely why 61% of respondents
have yet to integrate one. But for an organization looking to standardize

its engagement strategies and unify its approach across channels, a real-time
decision engine is a must. The technology enables the organization to drive all
customer conversations from a central brain — achieving a scale of both quality
and performance that is impossible to gain using a siloed approach.

Though true real-time technologies haven't yet
experienced widespread adoption, the pace is
increasing — driven largely by the demands of early
real-time adopters.

Real-time adopters:

1 Insist that their investments require
a central role in the stack.

2 Are consistently demanding better
integration between real time
capabilities and marketing clouds.

Those enhancements are making it much easier
for the early majority to bring their own real-time
programs online.
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Real-time data:
What's fueling
the engine?

Real-time decisioning can't happen without
data - which is driving organizations to
integrate a wide variety of high-value data
sources. Those include behavioral data, cross-
channel response history, and several different
types of contextual information. But what

data are organizations prioritizing to provide
superior customer experiences?

The five most valuable categories of data
being used by real-time decisioning programs
are (in order of importance to respondents):

An individual customer’s actions and
what they have done, including their
purchase transactions, web browsing,
mobile conversions, email opens, etc.

CROSS-CHANNEL INTERACTION HISTORY
Aggregations of an individual customer’s
promotion and response history, across
channels, including what they saw, accepted,
and rejected, as well as how often those
actions were taken.

Data showcasing how an individual currently
feels, such as churn scores, propensity to call,
and call dispositions.

ENVIRONMENTAL DATA

An individual's digital or physical location -
like mobile locations, IP addresses, domain
identifiers, and container IDs.

Data showcasing the individual's intent and
what they want to achieve. Examples include:
loT data, call reasons, and form submissions.
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Real-time behavioral data (like website 1
browsing) is always the top source of insight What IS
about an individual and their needs. It is an pro pensity mode"ng’?
excellent source of fuel for propensity models
that predict an individual's likelihood to purchase,
churn, need service, etc. It's the most powerful
when it's fresh - the longer data is around,
the better the chance that the person has
consumed new information and changed
their mind or shifted directions.

Propensity modeling uses statistical techniques to
predict the likelihood that customers or prospects will
perform certain actions - like clicking a link, accepting
an offer, or leaving your business for a competitor.
They can be created by either humans or machines
and play a significant role in almost any form of Al.

Behavioral data can be rolled up into an interaction Of those surveyed, 26% of respondents are not using

history across all channels and aggregated by predictive modeling at all. Only 24% are using it

category - giving the organization a view into that continuously, with customer propensities being

person’s historical tendencies. Do they engage with rescored as interactions happen.

sales offers? Do they accept them? How frequently?

What categories of educational information do they E TR @0 VR (U (e [mealellg w gri

respond to? customer communications:

Other types of context (emotional, environmental, 24% Continuously
motivational, situational, etc.) provide specific Customer propensities
contextual insights about what's going on with that are rescored as

person right now, but they typically stagnate quickly
- that's why many of them never had a practical
use in most marketing/engagement programs.

You could use them to get insights (for example,

interactions happen

if someone is likely to churn), but you wouldn't be 3%
able to action them quickly enough to make an Less frequently Customer
impact. By the time you knew of that context, it propensities are

would have already happened.

9% Weekly rescored multiple

» times each day
Customer propensities  qgo4, pajly

are rescored once

per week Customer propensities

are rescored once per day
or overnight
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But inbound digital channels are usually the highest priority during
GEt the mOSt OUt Of an organization’s real-time implementation for two reasons:
real-time decisioning

1) They provide a high volume of traffic that has historically
One of the challenges around widespread adoption been underserved and can easily be monetized by

of real-time decisioning - along with the absence of increasing engagement and conversion.
a clear definition - is a lack of understanding around

use cases for it. However, there are several instances
where real-time decisioning can take an organization's
CXto the next level.

2) They provide a great source of behavioral data for a high
percentage of customers. That data can be used to power
the organization’s real-time initiatives across other channels.

Inbound digital channels provide the best use cases

for real-time decisioning. Channels like the web, , ' o
mobile apps, and email are usually the highest priority Inbound physical channels are also important for organizations for the same

when organizations decide to invest in real time. reasons, but they come at a higher cost, with more risk, and have lower

interaction volumes. They're usually considered a secondary priority.
When asked about where organizations were using
real-time decisioning, the most common use cases
were digital in nature:

Many organizations want to start with
triggered email messages, because they see email
as a high potential channel. But that typically doesn't
work well, because outbound communications
have a much lower response rate and generate less

Website
Mobile optimization

application Personalizing ad Triggered high-quality behavioral data than inbound channels

e . . containers across A ] b
optimization the site by using email messages do. Real-time email benefits tremendously from

. ; : having web and mobile programs already in place to
Personalizing ad high propensity Dynamically triggering & Web Prog cadyinp
containers and offers and actions generate trigger data when they go live.

] . highly relevant
experiences within messages to a single
the app, using

individual when their
contextual data propensity to accept
spikes, indicating a
specific “need”
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The true value
of real time

We've established that real-time decisioning is
essential to delivering the customer experiences the
market demands and that businesses need to set
themselves apart. But that doesn't mean adoption is

a simple decision for companies to make. In addition
to not having the right technology to support real-time
decisioning, many organizations don't understand
how they can completely change the engagement
equation by using them.

Once you've made an investment in real-time
technology, that's where the hard work starts,
not ends.

A real-time approach to customer engagement
requires an organization to tackle big issues, but

they might not be what you think. While budget
(22%) and technology (58%) were still noted as
challenges, “people issues” (78%) were by far
the biggest hurdle to real-time adoption. Most
companies aren't set up to engage in real time with

a sophisticated Al guiding their efforts. They were
designed to engage with batch technologies that the
market has been built around. Most people who lack
experience with real-time decisioning are comfortable
with the status quo and have little incentive to change;
they see major risk in this kind of investment instead
of the value.

However, the advantages of real-time decisioning
aren't just in theory; companies who have adopted
them are seeing the return on their investment.

There are three key areas where
businesses can see improvement:

Increased Net Promoter Scores (NPS): Interactions are
much more personalized to the customer, and more
aligned with that person’s unique context - making
the interactions feel more streamlined, human, and
empathetic.

Decreased customer churn rates: An organization can
proactively detect customer issues as they occur, well
before they escalate. And when retention incentives are
required to save a customer, those incentives (offers
and bundles) can be dynamically personalized for the
customer’s needs - making them much more likely to
remain with the brand. 61% of early adopters saw
reduced churn.

Increased share of wallet: Most customers hate feeling
sold to and actively avoid sales situations. But with
real-time decisioning, they're only presented with sales
offers when they actually appear to be in-market and
are likely to accept a specific offer. That drastically
increases conversion, which in turn increases the
brand's share of wallet for that customer.

The right technology can only take you so far. Most of
the effort in a real-time initiative involves getting senior
buy-in, winning people’s hearts and minds, earning
their trust, and getting them to adopt. But the rewards
are worth it.
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Reach customers -
NnOow oOr never

If there’s one constant in marketing, it's that customer context AR
(their situation, environment, emotions, motivations, and
behaviors) is constantly changing. People are dynamic and
their journeys are fluid - no matter how much you want to put
them down a predetermined path. Moments of opportunity o« o o e
open - and close - within seconds. Competitive messages

are becoming increasingly similar and hitting the same

customers you're trying to acquire, nurture, and/or retain - o o e e
all amid massive disruption. The challenges have increased

substantially over the last year, but that is where the truly

innovative and forward-thinking companies will shine. They * 0
will win the opportunity again and again, not just because
their CX is better than their competitors’ - but because they
can move fast. The data shows that real-time decisioning
allows brands to be truly in the right place at the right time o« o o o
for their customers - and at the top of their game within the

global market.

The time to join them is right now.



https://www.pega.com/products/decision-hub

PEGA

About Pegasystems

Pega delivers innovative software that crushes business complexity. From increasing customer lifetime
value to streamlining service to boosting efficiency, we help the world's leading brands solve problems
fast and transform for tomorrow. Pega clients make better decisions and get work done with real-
time Al and intelligent automation. And, since 1983, we've built our scalable architecture and low-code
platform to stay ahead of rapid change. Our solutions save people time, so our clients’ employees and
customers can get back to what matters most.
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