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Introduction

Artificial intelligence (Al) is giving customer experience a
shot in the arm. Organizations are increasingly adopting
conversational chatbots for providing customer service.
Airports around the world are investing in mobile androids
that help travelers with directions. Hotels are experimenting
with voice-assisted in-room controls." A Microsoft social

chatbot in China, “Xaiolce,” already has over 200 million users,

with 600,000 calls made in the first ten months since its
launch.?

How consumers engage with businesses is evolving
dramatically. As we saw in our earlier research into Al use
cases, organizations are using this technology to achieve a
range of business goals, such as: influencing sales, boosting
operations, driving customer engagement, and generating
insights.? To understand Al's impact on customer experience
in particular, we have conducted this worldwide, cross-sector
research:

« The aim: to explore how consumers perceive Al and which
interactions they believe could be better delivered by

humans, which by Al, and which by a mix of humans and Al.

» The approach: consumers may be unaware of how their
datais used for Al or even when they are liaising with a
chatbot instead of a human. To ensure, therefore, that we

received informed responses from the 10,000 consumers
were surveyed, we made sure that our definitions were very
clear, and consumers understood the different situations
where Al is being used as an intervention, or as a means of
augmenting. We also surveyed over 500 executives from
leading organizations, in addition to conducting focus
group discussions with consumers, and interviews with
industry experts and academics. The research methodology
at the end of this report provides further details.

We found that consumers are increasingly more aware of
when Al is being used by organizations; consumers like it, and
they are becoming more prescriptive of when and how it is
used alongside humans. In this report, we:

1. Explore how consumers think about Al and their
expectations from organizations while interacting via Al

2. Assess how organizations use Al for customer experience
and where they are missing the mark in terms of what
consumers want and expect

3. Recommend strategies for augmenting the customer
experience in an Al world.

55%
of consumers prefer to have

interactions enabled by a
mix of Al and humans.
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Consumers know and want artificial
intelligence, but one that is informed
by human intelligence

When Google's DeepMind Al defeated the reigning world In this context, one of the big questions that organizations
champion in the ancient strategy board game, Go, it showed face—when to use an Al interface or a human for interactions.
how human-Alinteractions are changing.* However, such While each on its own has its merits and challenges, we found
celebrated and widely publicized events also create confusion,  that consumers increasingly want a combination of both:

with people seeing them as a step toward artificial general 55% would prefer to have interactions enabled by a mix of
intelligence (successfully performing any intellectual task Al and humans. While in some instances consumer prefer
that a human can). As Yann LeCun, head of Al at Facebook, Al-only interactions, and human-only interactions in some
explains, this is still far from reality. “We're very far from others, we find that, overall people favor a combination of
having machines that can learn the most basic things about both, irrespective of the financial and emotional value they
the world in the way humans and animals can,™. associate with the products and services—something we

discuss later in the report.

Al is no longer alien to consumers

Anincreasing number of consumers are what we call German focus group observed: “l use Google Assistant
“Al-aware:” close to three-quarters (73%) say they are aware and itis surprising what it can do already: that it can give
of having interactions enabled by artificial intelligence. real answers or control Spotify. It’s fascinating that it
Examples include chatbots for customer service, facial reacts to speech and can do so much. It's not just a dumb
recognition for consumer identification, voice conversationvia  robot.” Al-aware consumers see significant benefits in these
a smart speaker or a smartphone, etc.® interactions powered by Al. For instance, almost two-thirds

(63%) point to greater control over their interactions and the
What's more, 69% of these Al-aware consumers were satisfied ~ 24/7 availability of Al technologies (see Figure 1).
with their Al-enabled interactions. As a respondent in our

Al-aware consumers derive significant benefits from Al-enabled interactions

Benefits experienced

63% 63% 45%

- - R 35% 30% 30% 29%

. - . . . - -
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Greater 247 Faster resolution  Reduction in Better More Higher Other
control availability of supportissues effort frommy privacy and trustworthy personalization
over the (For e.g., chatbots/ end in my security of

interactions virtual agents  interaction with my personal

over the company data

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=5,032 consumers who know when they are having
interactions by artificial intelligence and are satisfied by it.



Human-like Al qualities are a hit with consumers

Consumers are increasingly clear on what they want from Al.
Consumers are reassured by human-like attributes, with 64%
wanting Al to be more human-like, and 62% comfortable with
human-like voice and intellect; in other words, the ability to
hold a sensible conversation, respond to follow up questions,
contribute additional information, etc. (see Figure 2). However,
consumers are also anxious and want organizations to clarify
when they are interacting with a machine.

“I' think if it sounded a little bit more human and real it would
be better... [but] I still want to know that | am speaking to a
machine,” said a participant in our US focus group discussion.
Enrico Maria Bagnasco, Head of Technology Innovation at
Telecom Italia highlights, “There is reasonable fear that if

the interaction is not natural enough, people will skip virtual
agents and look for the human agents all the time. This
would be a failure for the project. Thus, the bar is raised
quite high towards a good level of natural interaction, so that
the customer is at ease with the robot.”

Additionally, on being probed about human-like intellect, a
participant in the French focus group suggested, “It would
be really helpful to have smart recommendations for the
websites you visit, like Trip Advisor for example. Something
reliable and useful, as ifitis from a trusted human advisor.”

Not only are consumers prioritizing voice conversations,

they are also clear in the need for choice, as we heard in the
German focus group discussion: “I do like the pleasant voice
of Siri or Alexa. But we all have different tastes and | like the
fact that we are able to choose between different voices,
such as a male voice and a female voice.” Companies such as
Google are already moving in this direction — Google recently
announced the addition of six new voices for its Assistant
product.” Enrico Maria Bagnasco, Telecom Italia, adds, “On one
hand, the personalities of the virtual agents will be checked
by and be in line with the brand image of our company. On
the other hand, we expect to have different personalities;
more colloquial, more formal, maybe young voice, an older
voice, and those will be activated depending upon who the
virtual agent is responding to/who the customeris.”

Moreover, expectations for these Al systems to display greater
empathy and emotion and to behave like humans (such as
exchange of pleasantries, adding humor to the conversations)
based on subtle cues is also rising, with more than half of
consumers voting in favor of these attributes (see Figure 2).

Consumers prefer human-like qualities to make Al-based interactions more compelling

Share of consumers who find human-Llike qualities compelling

62% 62%

57%

' 1

Q

Human-like voice

Human-like intellect

Ability to understand
human emotions and

55%

54%

@

Ability to provide
greater empathy

Human-like behavior
and personality

respond

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers.
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Organizations are beginning to invest to meet this demand
for conversational ability. In May 2018, Microsoft acquired
Semantic Machines, which is building new approaches to

conversational Al as it seeks to make bots sound more human-

like.® Amazon continues to work and invest in making Alexa
more naturalinitsinteractions. In April 2018, Ruhi Sarikaya,
head of Alexa Brain Group,” announced that Alexa would soon

be able to have more natural conversations, allowing Alexa to
understand and respond to follow up questions.!°

Human-like qualities bring tangible advantages. We found
that they generate significant goodwill and drive a greater
propensity to spend for around half of consumers (see
Figure 3).

Human-like qualities can generate significant goodwill and upside

“If interactions enabled by artificial intelligence were more human-like I would...”

55% 50%
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engagement
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affiliation to the for the company propensity to
company spend with the

company

Source: Capgemini Digital Transformation Institute, Alin CX Consumer Survey, May 2018, N=10,000 consumers.

64%

of consumers want Al to be more human-like
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The uncanny valley: human-like physical features are

unwanted

The “uncanny valley” is a concept coined in the 70s that
describes the unsettling feeling that people experience
when they encounter androids that appear human-like
but are not fully realistic.

Our research found clear evidence of the “uncanny
valley” phenomenon when consumers expressed their
dislike for human-like physical features in a machine.
The majority of consumers (52%) said they would not be
comfortable with this feature.

Consumers want transparency in Al by design

While consumers want Al to be human-like in terms of
interaction, they want to know when they are talking to an
Al-enabled system and not a human. We found that two-
thirds of consumers (66%) would like to be made aware when
companies are enabling interactions via Al (see Figure 4). This
is especially true for the Financial Services sector, where over
71% of consumers would like to be informed. “I think you

un

A focus group participant in France said: ““Having a
human-like Al-based robot would be too spooky,
like those dolls that look like real babies,” and one in
Germany said: “They are machines and

they were made to help, but I would
find it scary if they looked like

real humans.”

always need to be told,” said a US focus group participant. A
German focus group participant added, “Organizations should
be clear whetherit's a computer or a real person that we

are interacting with. Otherwise there’s no trust if you think
you were speaking to a real person the whole time or, if you
found out later, then you feel foolish.”

Majority of consumers want to be made aware while having Al-enabled interactions with organizations

Consumers’ interest in being made aware while having Al-enabled interactions

66%

Yes

17%

No

17%

It does not matter

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers.
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This need for transparency was felt most acutely by consumers of India and Spain with more than three in four expecting to be
made aware of Al-enabled interactions (see Figure 5).

77%

[©]
]
India

India and Spain seek high transparency while having Al-enabled interactions

Consumers’ interest in being made aware while having Al-enabled interactions-by country

76%

71% 70%
67% 66% 65%
63% 63%
59%
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Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers.

We also found that consumers have clear expectations
about the use of their personal data. In our research, an
overwhelming 80% consumers expect companies to ensure

transparency in treatment and use of data collected, in cash rewards.
order for them to prioritize interactions enabled by artificial

66%

of consumers want to be made aware when they
interact with an Al system.

66%

Overall

intelligence. This was the number-one requirement, followed
by providing better deals/offers, providing priority services,
suggesting more relevant products and services or offering
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An Al-enabled interaction in action

“You are planning to buy a new car but not sure how What is your comfort with this interaction?

to finance your purchase. You have been provided with More than half (51%) of Al-aware consumers are

an online option to look through a host of cars and the comfortable in seeking recommendations for a new
corresponding financing options that could be right for car from an online virtual agent

you, based on your unique credit history, income and

other variables. You will have to share your personal

information with an online virtual agent.”

51%
44%

25%

o™0 B (™)

Comfort in buying a new car with help from an online virtual agent

&\ Al-aware consumers ﬁ Al-unaware consumers &\ Overall

Source: Capgemini Digital Transformation Institute, Alin CX Consumer Survey, May 2018, N=10,000 consumers, 7,256 Al-aware
consumers, 2,744 Al-unaware consumers.
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Consumers want the reassurance of a human presence

As we outlined earlier, consumers have a clear preference for investment, such as buying a car, purchasing a wedding ring).
interactions enabled by a mix of Al and humans. We looked For both categories, as Figure 6 shows, a mix of human and Al
at both high- and low-consideration interactions (by high interactions is the most popular choice.

consideration, we mean involving high costs or emotional

Interaction preferences for high- and low-consideration products and services

Consumer preference for high-and low-consideration products and services

54%
[o)
47% 45%
30%
17%
8%
Via a mix of human and Via human-only Via Al-only interactions
Al interactions interactions
. High-consideration products and services . Low-consideration products and services

Source: Capgemini Digital Transformation Institute, Alin CX Consumer Survey, May 2018, N=10,000 consumers.
However, in high-consideration interactions, the significance For low-consideration products and services, the willingness
of a human presence is amplified: 45% prefer human-only for Al-only interactions increases (17% compared to just 8% for

interactions for high-consideration interactions, as opposed high consideration).
to 30% for low-consideration ones. “Sometimes it is about

the situation in question, rather than just the cost,” said a US

focus group participant. “I could buy a car online via a virtual

assistant, if someone recommended it, even thoughit is

an expensive product. But if | have a car accident and need

to deal with my insurance company, | would find a human

interaction more assuring.”



When we looked at the preferences by age group,
interestingly, we found that consumers across age groups
showed similar levels of comfort for Al-human approaches

in the low-consideration area (see Figure 7). We found that
53% of consumers aged 18 to 34 years were comfortable with

a mix of human and Al, but also that 52% of the 55+ group
were equally comfortable. This supports the idea that these
interactions offer a convenience factor for senior citizens —a
finding that was also evident in our earlier research on voice
assistants and conversational commerce."

Interaction preferences For high- and low-consideration products and services-by age

Consumer preference for high- and low-consideration products and services - by age category

s s 57%
529 53% : 55% 5209,
N o,
g 47% 45%
36%
28%
18%
12% : 15% :
l ? 8% I ?
Via a mix of Via Via Al-only © Viaa mix of Via Via Al-only Via a mix of Via Via Al-only
humanand Al human-only interactions : humanand Al human-only interactions :humanand Al human-only interactions

interactions interactions interactions

-

I

18-34 years

. High-consideration products and services

interactions

35-54 years

§interactions interactions

¢ 8

More then 55 years

. Low-consideration products and services

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers.

| could buy a car online via a virtual assistant [...], even
though it is an expensive product. But if | have a car
accident and need to deal with my insurance company,
| would find a human interaction more assuring.”
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Our research found that nearly 45% of consumers would
be comfortable in delegating tasks to an Al-enabled
assistant. What's more— around one in two consumers
(48%) said they'd find the idea of a digital alter ego
exciting and 46% said it would improve the quality of
their life (see Figure 8). Consumers also shared the kind
of tasks they would be comfortable assigning to such

digital alter egos, as we heard in the US focus group,

“I think I would be good with it making appointments
for me such as spa appointments or car servicing
appointments. | would love for the assistant to

pay my electricity and other utility bills for me. | am
good with anything that is going to make my life a little
bit easier.”

- Consumers are excited by the idea of digital alter egos

“The option of interacting with such a personalized assistant...”

48%

46%

Will enhance the
quality of my life

Source: Capgemini Digital Transformation Institute, Al in CX Consumers Survey, May 2018, N=10,000 consumers.

This development raises significant questions for organizations:

» What does the rise of such alter egos mean for the
future of customer to brand interactions?

Will organizations work towards finding meaningful
ways to engage with a consumer’s digital agent, once
the consumer is out of the equation?

What strategies will brands employ to appeal to such
digital alter egos?

« How will an organization’s digital agents
interact with a consumer’s digital agent?

In the long run, how will brands sustain the
emotional link with the end-consumer as
direct interactions reduce?




Organizations are

Focusing on costs

and Rol rather than consumer pain
points when implementing Al

Nuances around customer preferences are

We have shown that consumers are comfortable with Al, but
are companies meeting that need with theirimplementation
efforts?

First, the good news. Our study of over 21 Al-enabled
interactions across 10,000 consumers and 528 organizations
shows some positive alignment between organizations and
consumers on what consumers were comfortable with. For
example:

« Consumers: 55% are comfortable interacting with text-
based conversational agents/virtual assistants when it's a
company they trust.

lost on most organizations

« Organizations: A similar number of organization executives
(53%) believed this to be the case.

While organizations may be in sync with consumer comfort,

it does not extend to consumers’ expectations for Al
interactions. Two-thirds of consumers said they want to be
made aware when they are interacting with Al, but only a third
of executives believe this to be the case (see Figure 9).

More than two out of three consumers want to be aware while interacting with Al

Do consumers want to know whether they are
as opposed to

71% 69%

29%

IIIIIIIIIIIIIIIIII
w
INNERRENl <
X

O

Financial Services Consumer Products
and Retail

mm Consumer vi

65%

@
0
i

having interactions enabled by artificial intelligence,
human-led - by sector

N
N
>

34%

Utilities Automotive Overall

ew mm Executive view

Source: Capgemini Digital Transformation Institute, Al in CX Consumer and Executive Survey, May 2018, N=10,000 consumers; N=528 executives.
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Organizations are focusing on implementation costs and Rol and not on customer experience

Why is it that organizations are able to gauge consumer lens or focus to solutions.” We found that:
comfort levels but miss consumer expectations on other
fronts? We found that most companies were not applying
a consumer lens when designing Al initiatives. As Michael _ _ _
Schrage, Research Fellow at the MIT Sloan School's * Many appear to be treating Al-enabled implementations
‘Initiative on the Digital Economy,” pointed out, “For many as yet another typical technol.ogy. prOJe;t. We found
. . . . that as many as 62% of organizations prioritize cost of
organizations, the Al implementation approach is more . . N L o
“capabilities out” than “customer in.” That is to say, the implementation and 59% of organizations prioritize

L o . P expected Rol ahead of consumer comfort or solving
organization looks primarily at its core competencies, its customer pain points, which scored the lowest (see
capabilities, and the skills and talents of its people. It invests Figure 10). '
in Al mainly to improve the efficiency and effectiveness of

those things without, frankly, bringing much of a customer

« Only 9% of organizations check on consumer preferences
when thinking about Al implementation.

Cost of implementation and Rol emerge as the most important factors for organizations while deciding
on Al-enabled use cases

Share of organizations who rank these parameters higher when deciding on implementing Al-enabled use cases

Cost of implementation 62%
Expected return on investment (Rol) 59%
Availability of data 53%
Impact on operational efficiency 28%
Market demand 15%
Impact on compliance 13%
Complexity of implementation 12%
Impact on transparency to consumer and consumer trust 10%

Impact on customer experience = 10%

Consumer preference of applications 9%

Enterprise Al roadmap 9%

Pressure from competition 8%
Availability of in-house skills 7%
Solving known consumer pain points - 7%

Source: Capgemini Digital Transformation Institute, Al in CX Executive Survey, N=528 executives.

(o)
9%
of organizations check on consumer preferences

when designing Al interactions
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An Al-enabled interaction in action

“You are travelling internationally but forgot to inform your
bank. When you make a purchase on your credit card at the
airport, the bank already knows about your travel because
it has access to your location through the app. It uses facial
recognition to authenticate your identity and lets the
transaction go through without embarrassment.”

What is your comfort with this interaction?

Two out of three Al-aware consumers are comfortable
with proactive credit card monitoring.

66%

60%
46%

Comfort with Proactive Credit Card Monitoring

Al-unaware
consumers

Al-aware
consumers

Overall

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers, 7,256 Al-aware

consumers, 2,744 Al-unaware consumers.

Al-enabled interactions bring significant benefits

Good Al-enabled experience promotes greater
advocacy and loyalty

Good Al-enabled experiences encourage consumers to
spread positive word-of-mouth and act as advocates of
companies that provide these experiences, as we also
witnessed in our previous research on Conversational
Commerce."”

= More than half (53%) would share their positive
experiences

» Half will be more loyal to the company and share
positive feedback on social media

» More than half (51%) will place higher trust in the
company

As MIT's Michael Schrage suggests this reflects what
organizations should aim for, with Al and the customer
experience., “For serious organizations, the key metric
of success shouldn’t be organizational transformation,
but customer transformation. How can you convert
your best customers and your typical customers into
influencers and advocates for you? Will your customers
not just buy from you and be satisfied buying from you,
but actively champion you and communicate that you
and your brand are great to have as part of their lives?
Digital transformation should be about making our
customers more valuable to us, not just us more valuable
to our customers.”

Consumers pay more For better experience

Greater trust and loyalty also increases customer
interactions with organizations which leads to more
spend. As we have reported in our previous research,
more than three in four consumers (80%) are willing to
pay more for a better experience, across sectors and
countries (see -“The Disconnected Customer: What

digital customer experience leaders teach us about
reconnecting with customers”).” In the current research,
we also found that consumers are willing to reward
positive Al-enabled interactions' with more business.
More than two in five consumers (42%) told us that

they would increase their spend if they received a good
Al-enabled experience.

Overall, the Al-aware consumers hold significant
potential value:

» 38% have purchased more on having a good
Al-enabled experience, at least a few times

e Aquarter have increased their spend by up to 10%

Focusing on the high-benefit segment offers
maximum rewards

In our research, we wanted to understand which
consumers offers greatest potential reward. We assessed
the entire sample based on their likelihood to reward
organizations if they have a good experience with
Al-enabled interactions (for example, a benefit could
include purchasing more products from the company).
We found three distinct groups:

» High-benefit consumers (25% of the sample)
e Medium-benefit consumers (22%)
* Low-benefit consumers (53%)

We found that:

* 90% of high-benefit consumers would be willing to
increase their spend based on a good Al experience, as
compared to 60% of medium-benefit consumers and
only 13% of low-benefit consumers

e 52% will become promoters for a company, compared
tojust 12% of the medium segment and only 3% of
the low benefit segment.

The Secret to Winning Customers’ Hearts With Artificial Intelligence



Who are the high-benefit consumers?

We segmented consumers based on their likelihood
to reward organizations based on receiving a good
Al-enabled experience. These benefits include:

» Purchasing more products from the company
« Transacting more frequently with the company

- Sharing their positive experiences with friends and
family

« Providing high ratings for the company and share
positive feedback on social media

» Having higher loyalty towards the company
» Placing higher trust in the company

Based on consumers’ responses on these criteria, we
derived three levels of consumers:

1. High-benefit consumers (25%)
2. Medium-benefit consumers (22%)

3. Low-benefit consumers (53%)

Some of the key attributes of high-benefit consumers
are:

» Two out of five high-benefit consumers have Al-based
interactions on a daily basis, whereas one out of ten
low-benefit consumers do so

» More than four out of five high-benefit consumers
preferinteractions enabled by a mix of Al and humans,
while less than two out of five low-benefit consumers
think so

» 81% of high-benefit consumers expect Al to provide
better privacy and security of personal data, as
compared to only 27% of low-benefit consumers.

(=

High-benefit consumers have greater confidence in Al-enabled interactions

“As compared to human-only/online-only interactions, | believe that Artificial Intelligence will consistently...”

81% 84% 82%

85% 95 86%
(o]

Be more
convenient

Provide better
privacy and
security of my
personal data

Be more
efficient

Be more Provide amore  Use my personal
accurate satisfying data better to
experience provide more

relevant
recommendations

I High-benefit consumers  JJ§ Medium-benefit consumers  [l) Low-benefit consumers

Source: Capgemini Digital Transformation Institute, Al in CX Consumer Survey, May 2018, N=10,000 consumers, 2,488 high-benefit
consumers, 2,188 medium-benefit consumers, 5,324 low-benefit consumers.



How should organizations augment
cheir customer experience processes
or an Al world?

As we have shown in the previous section, high-benefit not aligned with the needs of consumers in this space. To
consumers (those consumers that reward organizations based  understand which organizations are getting this right, we have
on receiving a good Al-enabled experience — see “Who are identified a set of organizations that are in sync with these

the high-benefit consumers?”), offer significant potential high-benefit consumers. These companies comprise 7% of our
upside. However, we have also seen how many organizations sample and, as they are ahead of the following pack, we call
risk missing this prize, because their aims and approach are them the “Front-Runners.”

Who are the Front-Runner organizations?

We determined the key criteria that set the high-benefit ¢ Features that would make Al more compelling
consumers apart. We tested organizations on those to consumers (personalized recommendations,
criteria to ascertain the companies who are in sync convenience, trustworthiness, etc.)

with the pulse of the consumers. We evaluated these '

organizations on criteria such as:
 Privacy and security of personal data

» Perceived consumer satisfaction with Al-enabled
interactions

« Extent of implementation of Al use cases

» Extent of perceived consumer comfort of Al
use cases

» Consumer comfort with more human-like
qualitiesin Al
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These organizations differ from others in many ways, with a customer experience strategy for an Al-driven
their approaches offering insights into what constitutes best environment.

practice. In this section, we: « Outline aholistic approach to deploying Al in customer

« Discuss a set of key practices that organizations should experience (see Figure 12).
follow to differentiate themselves while building

Building an effective customer experience strategy for an Al-driven environment

Front-runners bring unique approaches for enhancing Take a holistic and inclusive
customer experience via Al - approach to deploying Al in CX
1. Ensure that consumer 2. Make Al-first a
concerns from basis : strategic priority : .
for Al initiatives : 1. Employee augmentation
* Front-Runners prioritize consumer * Over three-quarters (78%) of 2. Customer understanding
preference and experiences over cost Front-Runners take an Al-first :
and Rol : approach when making organizational :
: decisions and 69% see Al as a business 3. Conversational interfaces

topic rather than a technical topic

........................................ 4. Predictive personalization

3. Scale up Al-enabled

interactions globally "

* 42% of Front-Runners have S
globally-scaled Al-enabled interactions
for providing information during
purchase, as compared to 2% of
other organizations

Front-Runners are transparent with
consumers when deploying
‘Al-enabled interactions across
customer touchpoints as compared to
other organizations

« More than 9 out of 10 Front-Runners

5. Align incentives to : , )
F agree with consumers’ expectation to
encourage greater use o be incentivized for use of their

Al-enabled interactions personal data

Source: Capgemini Digital Transformation Institute Analysis.

78%
of Front-Runners take an Al-first approach when

making organizational decisions



Ensure that consumer concerns form the basis for Al initiatives

Front-Runners keep their consumers at the center of their France-KLM, told us: “We are in a very competitive

Al initiatives, as opposed to the other organizations that are environment. We need to compete on creating the most
more focused on factors such as cost and Rol (see Figure compelling value proposition and not only on cost. Al can be
13). Front-Runners are more likely than others to focus on of monumental help in enhancing this value proposition by

areas such as the impact on the customer experience and the being very specific to what our customers expect.”
applications consumers prefer.

As Claire Charbit, Senior Vice President Information
Management Commercial-Marketing—Digital, at Air

Front-Runners prioritize consumer preference and experiences over cost and Rol

Share of organizations that prioritize consumer centric parameters Share of organizations that prioritize cost
24% 64% 62%
- 18% - e

| | |
= - ; = =
- - 3% o -
m 9% m 9% — 24% o2 ]
| | | — 11% ==
H . H . | [ H . |
H . H . H . H . H .
H . H . N . H . N .
Impact on customer  Consumer preference Solving known Cost of Expected return on
experience of applications consumer pain points : implementation investment (Rol)
== Front-Runners == Others B Front-Runners == Others

Source: Capgemini Digital Transformation Institute, Alin CX Executive Survey, N=528 executives, N=38 Front-Runners, N=490 others.
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Make Al-First a strategic priority

An Al-first approach makes Al a core part of a service, and not
an afterthought. Or as technology giant Google sees it, it takes
the organization’s role beyond informing and into executing
and assisting.” Google has, in recent years, made a shift

from being mobile-first to being Al-first. At a recent event,
CEO Sundar Pichai said that Al is more important than fire or
electricity and it recently rebranded its research arm from
Google Research to Google Al.'¢ Traditional organizations are
also playing their part. Singapore-based OCBC Bank recently
set up a dedicated Al unit with the objective of making the
organization Al-first."”

Our research found that Front-Runners treat Al as a strategic
imperative. Over three-quarters (78%) take an Al-first

approach when making organizational decisions (see Figure
14). More Front-Runners also see Al as a business topic that it
is, as opposed to a technical topic (see Figure 14). Enrico Maria
Bagnasco, Head of Technology Innovation, Telecom Italia says,
“We use the approach based on use cases, we actually start
from the most relevant need from the customers side, and
we build the knowledge into the virtual agent based on this.
Again, the most urgent, and the most relevant use case is up
to the business line to decide, is not a technical line decision.”

Considering an Al-First strategy is important to nearly three in four Front-Runners

Share of organizations who consider Al-first strategy

~
(]
. X

38%

We consider an Al-first strategy while
making organizational decisions

B Front-Runners

H (o))
@ CLLLLLLELLELL L]
: DO ©
NRNNNERNNl &
: 15

We approach Al as a business topic as
opposed to a technical topic

mm Others

Source: Capgemini Digital Transformation Institute, Al in CX Executive Survey, N=528 executives, N=38 Front-Runners, N=490 others.



Scale up Al-enabled interactions globally

While Al-enabled interactions can bring significant upsides, that the choices we make today are scalable for tomorrow,”
many businesses are still grappling with offering interactions says Air France-KLM's Claire Charbit. “And, in Al, scale will

at scale. However, a large proportion of Front-Runners matter. It is fine to start small, but if we really want to make it
have scaled their Al-enabled interactions across consumer a part of our process and really a part of our industrial model,
touchpoints. For example, 42% have globally scaled it needs to be scalable. So, we need to ensure we have the
Al-enabled interactions for providing information during proper infrastructure to test and train our model and the
purchase (see Figure 15). right partnerships. If we are ambitious, we need to prepare

for Future scalability.”
To scale initiatives, organizations need to follow a multi-
pronged approach to Alimplementation. “It is very important

Front-Runners are focused in scaling Al-enabled interactions globally

Share of organizations who have scaled Al-enabled interactions globally

42%
)
9% _ 37%
- 29% = S—
] ] ]
] ] ]
- — — -
] ] ] ]
] ] ] ]
] ] ] ]
] ] ] ]
= = 20 = 2 —L%
-, ., m <70 m - m <7°
m 2% ] ] ]
While targeting While making While engaging customers While protecting and
customers recommendations e.g. providing information authenticating customers
to customers during purchase, during

customer service

B Front-Runners B Others

Source: Capgemini Digital Transformation Institute, Al in CX Executive Survey, N=528 executives, N=38 Front-Runners, N=490 others.

20  The Secret to Winning Customers’ Hearts With Artificial Intelligence



Keep the customer informed

Front-Runners understand the nuances that matter to aware when they are being targeted with products or services
consumers when it comes to Al interactions. For example, the (see Figure 16).
vast majority (92%) understand that consumers want to be

Front-Runners are transparent with consumers when deploying Al-enabled interactions

Share of organizations who keep consumers informed about Al-enabled interactions

92% 92%
S— S .
= = 66% e
— — — —
(o)
=31% = 32% = 31% = 4%
| | Il . | B | H
Hl . Il H . Il .
HE H . H . H .
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H Hl H N
During customer During product/service While engaging with While being protected
targeting recommendations from companies: pre-purchase, and authenticated

companies during purchase, and by companies
post-purchase

Bl Front-Runners mm Others

Source: Capgemini Digital Transformation Institute, Al in CX Executive Survey, N=528 executives, N=38 Front-Runners, N=490 others.
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Align incentives to encourage greater use of Al-enabled interactions

Consumers expect organizations to incentivize them for Figure 17). Burberry, which has been a pioneer in using Al for
sharing their personal data. Our analysis found that, on an enhanced customer satisfaction, has successfully incentivized
average, more than seven out of ten consumers expect customers to share data voluntarily, by having a range of

incentives in the form of better deals/offers and priority loyalty and reward programs. This data in turn has been used

services. More than nine out of ten (98%) Front-Runners agree  to provide highly personalized recommendations, both online
with the consumers, compared to less than half of others (see  andin-store.'®

Front-Runners understand consumers’ expectations once they share their data with companies

“Once consumers have shared their personal data with the company, in exchange, they would expect companies to...”

o) [o) [o)
100% 95% 97% 100% 100%
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[ [ | [ [ [
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Provide better Provide cash Suggest more Provide priority Ensure transparency
deals/offers rewards relevant products services in treatment of data
and services collected
mm Front-Runners mm Others

Source: Capgemini Digital Transformation Institute, Alin CX Executive Survey, N=528 executives, N=38 Front-Runners, N=490 others
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Five angles to deploy Al in customer experience

Based on our extensive experience with clients, we have
developed a framework for how organizations should

build out their Al in CX initiatives (see Figure 18).

Enable a personalized, predictive, real-time and Frictionless customer experience

Employee @
augmentation
Use Al for relieving employees
from repetitive tasks and
supporting them in decision-

a Customer

understanding

V Capture customers’ data to turn
them into actionable insights
of their needs, expectations and

making, improving their focus Applied Al brand empathy
on customer-facing interaction for
humanized
cX
’ A @ Predictive
personalization

Combine chat, voice or any other
natural language interface to
transform user interactions into
human conversations

Source: Capgemini Applying Al to CX framework.

Employee augmentation: Michael Natusch, Head of

Al at Prudential Plc, believes that Al can complement
human workers rather than replace them. “It’s important
to point out that we don’t want to replace our human
advisors, [...] we want to augment them and add to
their capabilities.”” Apply Al for relieving employees
from repetitive tasks (by adding automation to customer
facing business processes) and for supporting employees
decisions with predictions or recommendations related
to a given customer context or situation, both in real
time. This enables employees to focus their unique
skills — such as judgement and empathy — on customer
interactions. Additionally, determine the hierarchy and
balance of employee vs. Al related interactions.

Customer understanding: Use Al for continuously
enriching a holistic view of the customer with additional
actionable insights: their social personality traits, their
tone and sentiment towards the brand, their behavior
patterns, their propensity to purchase or their lifetime
value and thus, to allow for more individual and
proactive engagement.

Deliver unique experiences and
personalized content to each
customer, both meeting and
anticipating their expectations

(=

Conversational interfaces: Beyond focusing on

natural language processing for basic dialogue or

Q&A, think about extending user experience towards
rich, contextual and individualized conversations:

deep connection with enterprise systems, data and
knowledge, consumer sentiment and emotion detection,
tone and gender adaptation, face or object recognition,
and seamless employee participation in conversations
when needed.

Predictive personalization: Apply Al to personalize
conversations with customers and to anticipate their
needs or expectations in the form of personalized
content and messages, tailored offers, dynamic
pricing of products and services, search results sorting
or merchandising.
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Conclusion

While organizations are increasingly adopting Al for streamlining
of processes, operational efficiencies, and reducing cost, this
research has laid out the benefits of deploying Al systems for
better customer experiences. The research also clearly put forth
consumer preferences when it comes to Al and the extent of
human involvement in interactions. Consumers are increasingly
aware and satisfied by Al-enabled experiences, but they expect the
human presence as critical to enabling these interactions across
consumer touchpoints and products and services. There are clear
Front-Runners who understand not just what consumer interest in
Al-enabled interactions is, but are also aligned on the consumers’
preferences. These organizations, by virtue of how they approach
Al-enabled interactions, are setting the example for others across
the world. Organizations everywhere are now presented with a
huge opportunity to learn from these Front-Runners and tap into
evolving consumer expectations and make for more customized
and personalized customer interactions, without losing the human
empathy and connection in the process. By doing so, organizations
ensure that the advent of Al doesn’t mean human intelligence
takes a back-seat; it just makes humans all the more critical in
building world-class experiences.
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Research methodology

Primary surveys

Consumer Survey: We conducted a primary consumer survey of 10,000 consumers across 10 countries in Europe, Asia

and Australia.

United States

Spain &
India
'Y — France
I
[ ] -
Netherlands
SNJ®Z United Germany

T4 Kingdom

-
60+ ﬁ ll\ 18-25

()

U

By Age 8

45-60 26-35

..............................................................................................................................................................................................................................

Self-employed, -
consultant, or ==
freelancer

3

Unemploy;a
By employment -
o status Full-time
employee

Retired

-

T Part-time
employed

2%

$120,000- $139,999
$140,000 or more

$100,000
-$119,999

$60,000
-$79,999

Less than
$20,000

By income

$40,000

$59,999 s

-$39,999

25



Focus Group Discussion:

The quantitative research was complemented with three
virtual focus group discussions, with eight to ten consumers
per focus group, for France, Germany, and the USA. The

survey, as well as the focus group discussions, had a healthy
mix of demographics and user and non-user respondents.

Executive survey: We surveyed executives from 528 companies

» Executives belong to companies headquartered in: France,
Germany, the UK, the USA, India, Spain, Italy, Netherlands,

Sweden and Australia
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We also conducted interviews with academics and industry leaders, examining the impact of Al on customer experiences,

implementation, challenges, and emerging best practices.
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