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Introduction )

A large user base offers a
The use of social media today is more prevalent than ever before. In fact, recent estimates significant new communication
indicate that on any given day, there are more than 100 million users on Twitter alone posting channel to engage the broad

messages that range from the inane to the insightful.! For companies, this large user base base of consumers. as well as

offers a significant new communication channel to engage the broad base of consumers, as . "
their own customers.

well as their own customers.

R R I I R

But how should companies use social media to engage with consumers and customers?
Should they simply watch and listen or proactively engage in dialogue? Do consumers and
customers expect the same type of social media engagement from their favorite retailer

as they do from their utility company? Do they expect companies to offer customer service
through the social media channel? J.D. Power and Associates has been asked these and
many similar questions by clients. To explore the answers to such questions, the J.D. Power
and Associates 2012 Social Media Usage Study*M has been piloted to examine how
consumers are currently using social media to interact with companies and to understand the

current social media practices companies employ.?

J.D. Power is committed to helping companies understand and navigate the rapidly changing
landscape of social media. While this special report includes topline findings from the pilot
study that address some of the issues and concerns related to social media, further research
into this arena is needed. To that end, J.D. Power solicits the collaboration of companies to
engage in a dialogue to identify how to maximize the opportunities social media presents, as

well as to identify the best practices they utilize to meet consumers’ needs and expectations.

1 http://mashable.com/2011/09/08/twitter-has-100-million-active-users/

2 For the pilot J.D. Power and Associates Social Media Usage Study,*" 3,000 US online adults ages 18+
were surveyed between January and February 2012. Consumers were asked how they currently use
social media in general, as well as how they use it to interact with companies, specifically in the auto,
consumer electronics, financial services, telecom, travel and utility industries. J.D. Power also surveyed
432 of the company's clients across those same industries to understand how they are currently using
social media, as well as how they plan to do so in the future.
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Consumers and Social Media

Statistics regarding consumer adoption rates of social media are easy to come by. What's
harder to understand is how consumers are specifically using social media to interact with
companies or to learn more about them and what products and services they provide. For
the pilot study, online consumers who currently use some type of social media were asked
how they use this channel to interact with companies. Five primary ways consumers interact
with companies are listed below.

Five Primary Ways Consumers Use Social Media to Interact with Companies

Finding games,
videos, or apps

Getting information
or recommendations

Contacting to ask a question
or resolve a problem

Finding coupons,

promotions, and deals Posting a comment

about an experience

Figure 1

The initial data suggests some interesting patterns regarding how consumers interact with

companies via social media:

B Consumers most often use social media to seek information or to find deals or
recommendations. More than 20% of consumers use social media for these purposes.
While social networking sites are a frequent source for this content, message boards are

the most-often-used source.

B Social media usage varies across industries. While finding information is the most
popular use of social media for consumers who interact with companies, the adoption
rate varies across industries. For example, in the auto industry, consumers most often
use social media to get information or recommendations about vehicles or other auto
products, while in the travel industry, they most often look for coupons, promotions, or

deals.

©2012 J.D. Power and Associates  The McGraw-Hill Companies, Inc. All Rights Reserved. Reproduction Prohibited 2



Understanding the Impact of Social Media on Companies

Also of interest is the level to which consumers use social media for customer service-related
issues. In fact, consumers are more likely to use social media to contact a company with a
question or to resolve a problem than they are to find games, videos, or apps that companies
offer. This aspect of social media usage notably extends beyond the initial patterns of
consumers asking or telling their social media connections about products and services.
Companies are forced into the social media sphere in this circumstance: if they aren't the
ones answering consumers’—or their own customers'—questions, they stand to lose an
important opportunity for a valuable touch point. While some companies, such as Best Buy
and JetBlue, have embraced the practice of utilizing social media for customer service, which
is also referred to as “social for service,” many other companies have yet to determine the

best strategy for mobilizing in this space.

J.D. Power leverages its expertise in measuring online consumers’ services experiences

in social media, as well as its deep understanding of customers’ service experiences, to
establish five key attributes that influence consumers’ satisfaction ratings of using social

for service. These attributes are used to calculate an overall satisfaction index score. Seven
Key Performance Indicators (KPlIs) that influence satisfaction ratings are also indentified.® By
targeting the actionable KPIs, companies may positively impact their overall satisfaction index

score.

Key Attributes Measuring Social for Service Experiences

Promptness in responding to your issue
Knowledge of the representative
Courtesy of the representative
Representative’s concern for your needs

Timeliness of resolving your problem, question or request
Based on data from the J.D. Power and Associates 2012 Usage Study,"™
the overall satisfaction score is 765, on a 1,000-point scale.

Note: 1098 responses Figure 2

Findings show that, as expected, there is a definite variation in consumers’ social for service
experiences. Additional findings show that:

B In general, companies score well. The overall score calculated for consumers’
experiences was acceptable, compared with scores among consumers for other service
channels. While this score demonstrates companies are providing an adequate level

of service, the KPIs illustrate the true story: no one is excelling in this area. Only 5%

3 The score is a measure of consumers’ satisfaction with using social media as a service channel. The
score is based on five attributes, each describing a unique element that affects customer satisfaction
throughout the process. Each attribute has an individual attribute rating that describes specific
aspects of the experience. Each of the five attributes represents a designated weight that reflects its
relative importance as a component of satisfaction. These importance weights are derived using linear
regression. Each rating attribute is weighted based on its statistical contribution to the regression.
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of the social for service experiences met all of the KPI measures. In fact, nearly one-
fourth of experiences missed five or more KPIs. Failing to meet these measures has a
direct, negative impact on overall satisfaction, and results in a highly variable service

experience for consumers. (See Figure 4)

B Consumers who are interacting with companies for service via social media are
satisfied with the experience. Even with the inconsistencies, the majority of online
consumers who had used social for service say they “definitely will” or “probably
will” use social for service again in the future. Also, a majority of consumers say they
will recommend using this contact channel to their family and friends. Since these
consumers are already using social for service, a positive experience may translate into

a return on investment in the form of positive word of mouth recommendations.

B Companies that meet the identified KPIs earn higher satisfaction scores. The KPI scores
in the Social Media Usage Study highly correlate with satisfaction scores in other studies
conducted by J.D. Power and Associates. This supports the urgency of companies to
become proficient in providing customer service through social channels and to create
a holistic customer experience. Companies that are not already using social for service

should start strategizing how to do it, and understand the most impactful way of doing so.

J.D. Power will continue to explore and measure satisfaction in social for service
engagements in future studies, as well as determine how to translate those measurements
into actionable business imperatives. It is clear that social media is becoming an important
part of the service experience for consumers, and it is therefore important for companies to
track and measure it. Identifying what needs to be measured and the most effective ways of
doing so are among the collaborative initiatives J.D. Power is undertaking with companies to

maximize social media opportunities.

KPI Scores: Using Social for Service

Percent of companies

that met KPI
Someone responded in less than 7 hours 49%
Someone responded via the same channel, phone, or mail 39%
The representative offered to assist you with another problem 85%
The representative thanked you for your business 89%
The representative offered to sell you other products 64%
The issue was resolved 86%
The company was contacted fewer than two times before the initial post 66%
Figure 3
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Missing the KPIs: The Service Experience is Inconsistent
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Figure 4

Companies and Social Media

The adoption and implementation of social media in the business world is similar to that of
the consumer world, and adoption varies from nascent to more advanced.* Consequently,
surveying companies about the topic is challenging—there is no panel whose participants
can fully support an expansive survey of business professionals involved in the social media
strategy of their company. J.D. Power is aware of this, and understands that further research

in this area will present challenges in collecting this type of data.

In conducting the pilot Social Media Usage Study, J.D. Power also surveyed existing clients,
the majority of which have a centralized approach to social media.® It's important to make this
distinction, as companies that have a centralized approach tend to be further along in the

adoption and implementation of social media.

4 http://www.socialmediaexaminer.com/5-social-media-marketing-trends-new-research-2/

5 Almost half of social media adoption was centralized in the company’s sales or marketing department.
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Organizing for Social Media

& -

All of our social media activities are coordinated
under one group or department.

X X

24% : : ‘ 7%
Individuals, groups, or departments manage We have multiple departments that coordinate social
their social media activities independently. media activities related to their part of the business.

Figure 5

Even with a centralized and arguably advanced approach to social media, those surveyed for
the pilot study displayed a variety of social behaviors:

B Social networking are the go-to sites. The most widely adopted type of social media
is social network sites. Facebook has the highest adoption rate, followed by LinkedIn.
Using social media sites also tops the list among companies that aren't already using

social networking, but plan to do so in the future.

B More strategic or advanced options are far from mainstream at the moment. The
adoption of other types of social media, including blogs and message boards,
significantly varies. Adoption rates range from less than one-fourth to nearly half. The
wide variance shows that some companies have grasped the importance of these other
platforms, while others have not. Their adoption in the future is also uncertain. Fewer
than half of those surveyed plan to use blogs, and a much smaller proportion plan to
use message boards.

While adoption rates of various social media platforms vary, the main focus of those
platforms remains fairly consistent: pushing information to consumers. Among the

companies that use a wide variety of channels, some common trends are noted:

B One-way communication is still the default. Although the nature of social media may
lead to the assumption that these channels are being used to interact with consumers,
findings of the pilot study indicate otherwise. With only a few exceptions (e.g.,
shopping, ratings, and review sites), the most common reason cited by companies for

using social media channels is to publish company information about products and

services.
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B Usage is centered on Facebook and Twitter. Pilot study data suggests companies

are most comfortable using Facebook and Twitter. The majority of companies using “Fewer than half of companies

these channels do so for customer outreach. Usage rates drop to nearly one-third for surveyed use content found

providing ratings and review sites or message boards. on social networking sites

for research purposes, and

B Comments may be answered, but are not noted or solicited. Nearly half of companies . .
slightly more than one-third use

surveyed indicate they respond to comments, regardless of whether they're positive, . . . .
information from microblogs.

negative, or neutral. However, fewer than half of companies use the information on

social media sites for research, and an even smaller proportion solicit feedback from

consumers on the social media sites they manage.

It is evident that companies are all over the map when it comes to implementing social
media, as well as doing so in a strategic manner. Even those companies that report having
multiple touch points aren’t using them to their full capability. The initial reflex appears to
be using social media in ways in which companies feel comfortable to push content versus
actually engaging with consumers. The value of social media is in the experience it provides
consumers and the information it provides to companies, while also strengthening the
relationship between the two. Initial data from the pilot study indicates that most companies
are not capitalizing on the information that consumers are providing via social media
channels. Fewer than half of companies surveyed use content found on social networking
sites for research purposes, and slightly more than one-third use information from

microblogs.

Determining Where Companies and Consumers
Meet in Social Media

With consumer and business social media usage all over the map, one may ask where the
two might meet. At first glance, there may seem to be some basic alignment. The most
widely adopted type of social media among consumers is social networking sites, which is
also the most widely adopted type of social media by companies. However, there are gaps.
For example, when it comes to interacting with companies on social network sites, consumers
most often seek deals, while less than one-third of companies provide deals on their social
network sites. The same holds true with location-sharing services, of which nearly one-third
offer deals. Using social media channels isn't enough—companies must also use the channels
to provide consumers with the information they're looking for.

Another example of this gap is the amount of time it takes companies to respond to
consumers who have reached out to them via social media. Initial pilot study data shows that
the optimum break point is responding to consumers within é hours of their initial contact.
However, the average response time of companies that participated in the survey for this

study is more than 7 hours.

So, is anyone getting social media right? For the pilot Social Media Usage Study, J.D. Power
asked consumers to identify which companies they think perform well in social media. This
query supports the fact that there is no cohesive approach to social media, as the companies
that consumers listed varied widely. Even among those companies that received numerous
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mentions (Apple, Amazon, Coca-Cola, Ford, and WalMart received the highest numbers

of mentions), consumers listed a variety of reasons why they thought the companies they
cited use social media well. While there is no one specific reason consumers mentioned,
what might be even more telling is that most consumers don’t seem to differentiate social
media as a separate experience. Instead, the initial comments suggest they view social
media as part of the whole company experience, a fluid movement between advertisements,
promotions, and service engagements.

Among consumers who cite Apple as a company that uses social media well, Apple's
advertisements were specifically mentioned. It may seem surprising that consumers would
cite advertisements, especially when considering that social media is about engagement, not
pushing advertising. Apple uses one of their Facebook pages (the App Store page) to feature
advertisements for various apps. The difference is that these ads offer dynamic content for
fans while also driving traffic to the App Store.

Apple Uses Facebook to Advertise Its Apps

App Store
M March 21 via App Store Publisher @

Share this post with photo-snapping friends so they can
create professional-looking photos with Pix: Pixel Mixer.
http://facebook.appstore.com/ICS

Passion

W

Like - Comment - Share 117

&3 1,095 people like this.

L7 view all 92 comments

Write a comment...

Figure 6
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Many consumers indicate they are fans of Coca-Cola's use of social media, and specifically

mentioned the brand'’s use of social media for prizes and rewards. While Coca-Cola as a

brand is a prolific user of social media, their My Coke Rewards program has its own social

media presence. Fans can follow the program on Twitter or engage on Facebook, where

they are offered special deals and can also enter their promo codes directly through the site.

The Coca-Cola team is very responsive to online consumers, answering questions quickly.

Additionally, the multichannel messaging keeps My Coke Rewards members engaged and

waiting for the next promotions.

Coca-Cola Uses Facebook to Engage Fans of the My Coke Rewards Program

My Coke Rewards
April 4 @

Wednesday's Deal

Mmmmm... Steak. Grab your $10 Omaha Steaks® card

and round up your herd for a delicious family dinner.
Today only, get it for just 100 points (60% savings):
http://CokeURL.com/wn2w.

WEDNESDAY
DEAL

250points
100 points*

mited quantities available. Limit one redemption per member

Like - Comment - Share
Bl 47 people like this.

LJ view all 15 comments

Write a comment...

My Coke Rewards
April 3 via My Coke Rewards

Enter your codes wherever and whenever it's most
convenient for you. Announcing (drum roll, please) Social
Code Entry in Facebook, exclusively for you, our loyal
Facebook fans. Kick off the fun today:
http://CokeURL.com/8nct.

My Coke Rewards - Code Entry | Facebook
CokeURL.com

Facebook is a social utility that connects people
with friends and others who work, study and live
around them. People use Facebook to keep up
with friends, upload an unlimited number of
photos, post links and videos, and learn more
about the people they meet.

u Share - via My Coke Rewards

Like - Comment
£ 269 people like this.

L) view all 42 comments

Write a comment...
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Ford is another company that received a number of mentions from consumers. However,

consumers citing Ford, more than for other brands, did not identify one specific reason why

Ford stands out. Some consumers mentioned Ford's responsiveness and courteous nature in

reaching out via social media. Others noted Ford's expansive presence across channels, as

well as the frequency with which they provide information. One consumer even mentioned

how Ford incorporated consumer comments and blogs into their advertisements. However,

this variance isn't a negative. Consumers indicate that Ford makes them feel like they have

the information and access they need and that they are being listened to. This demonstrates

a unique balance.

Ford Uses Twitter to Provide Consumers with Product Information

Tweets
Ford Motor Company  rord 10 Apr
@ZZ® Learn about the New #Taurus and experience Rocket Science

featuring NASCAR Driver Carl Edwards! myfrd.co/HU1hQ5

Ford Motor Company  Ford 10 Apr
Snakes, Aching Limbs and iPads bit.ly/IotfV3 #FordSocial

Ford Motor Company  Ford 5 Apr
What's Your Favorite Feature on the 2013 Ford Fusion?
bit.ly/HNvWhj #FordSocial

Ford Motor Company  Ford 5 Apr
The New #Taurus Experience site is live! Check out the great
Rocket Science content with NASCAR® Driver Carl

Edwards! myfrd.co/HU1hQ5

Ford Motor Company  Ford 4 Apr
We are live on facebook.com/lincoln with our CMO Jim Farley
to talk about the all new Lincoln MKZ. Come join the
conversation! ~CD

Ford Motor Company  Ford 4 Apr
Test Drive a Ford, Help a High School bit.ly/HIGEFD
#FordSocial

Phil LeBeau  Lebeaucarnews 3 Apr
We'll hear this all day about March sales: @Ford's President
Fields, "Gas prices driving people to trade in for fuel efficient
new cars."

13 Retweeted by Ford Motor Company

Phil LeBeau  Lebeaucarnews 3 Apr

BREAKING: @Ford reports best March U.S. sales in 5 years.
13 Retweeted by Ford Motor Company

Ford Motor Company  Ford 2 Apr
We are hanging out in #NYC with the #escaperoutes teams!
ACD twitpic.com/94ukix

View photo

Ford Motor Company  rord 2 Apr
Auto Start-Stop: cot.ag/HIMBA4T via @USAToday - A helpful
(and inexpensive) way to save on gas in the next Ford Fusion
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Conclusion .
“"Consumers don't single out

The data from the pilot Social Media Usage Study supports the concerns J.D. Power has been social media as a separate

hearing from its social media clients. Clearly, companies are taking a variety of approaches experience with a company.

to implementing social media practices into their marketing and customer service strategies. Instead, they expect social

The good news is that consumers do recognize some companies as using social media media to be a fully integrated

effectively, and not necessarily because the company answers every single tweet or
Y. y pany ysing and seamless part of the overall

Facebook post. Instead, consumers respond well to companies that effectively deliver the . "
) ) , ) ) ) ) ) brand experience.
information they're seeking. In some instances this means offering rewards and promotions,

while in other instances it may be advertisements or answering questions or comments. Trorrrorrrrrrrmmmrrrrarrenn
However, consumers don't single out social media as a separate experience with a company.

Instead, they expect social media to be a fully integrated and seamless part of the overall

brand experience. However, companies that take a fragmented approach to social media are

not leveraging the opportunities it provides, and demonstrates why the topic needs to be

explored more deeply.

This pilot study has begun to uncover the differences that exist between consumers’
expectations regarding the use of social media in engagement with companies and the
reality of what companies are currently providing. Additionally, study findings show that
there are differences in expectations and realities among industries, another indication that a
blanket approach to social media won't work. J.D. Power has begun to identify specific best
practices, or KPls, around using social media as a service that, when achieved, may lead to
higher satisfaction. However, all of these items warrant deeper exploration in a full study on
social media. While the list below includes important questions that need to be examined,
J.D. Power welcomes companies’ input for additional questions that they think should be

added.
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Questions to Explore in a Further Social Media Study

What are the best examples of social media use, and why do they stand out?

How do companies need to staff to meet those information expectations?

i [ { ia use?
How do companies stack up against each other in social med

H()W (’() [e ()”lpal“es Sia” to a use SOCla, 10' ser Vice Che, :

What are the biggest social media opportunity areas for companies?

How much information do consumers want, and via which channels?

Which channels and which types of information are most important in each industry?

i ?
ce using a social for service channel?

How can companies track their performan

How does social media failure affect consumers’ perceptions of a company?

Figure 9
J.D. Power and Associates would like to further explore and understand social media usage
and integration, and solicits the help of companies that would like to participate in the
process. Please contact the Consumer Insights Group through your J.D. Power account
executive with any social media-related questions your company is struggling with or to
share your company's success stories in this communication channel. By understanding the
challenges companies face on a daily basis, J.D. Power will be able to develop solutions to
meet those needs.
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