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Why this paper exists

Every CX leader has stood in front of a CFO trying to justify another year of
programme investment. And every CFO has, at some point, looked back
across the table and asked the same question:

What you will get out of this paper

By the end of fifteen pages, you should be able to:

"Show me the return."

It is a fair question. CX programmes are no longer fringe initiatives — they
involve software licences, agency support, internal headcount, training,
change management and, in mature organisations, dedicated insight
teams. In a typical mid-market or enterprise environment, the total cost of
customer experience easily runs into hundreds of thousands of euros per
year.

And yet, the financial business case behind those investments is, in
practice, often surprisingly thin. We see one of two extremes: either no ROI
model at all ("customer experience matters, trust us"), or a model so
optimistic that nobody on the finance side actually believes it.

This whitepaper is our attempt to close that gap. It is a practical, defensible
step-by-step framework for calculating the ROI of a CX programme — the
same approach we use internally with InsightSofa clients when they need
to justify, expand or simply track their investment in customer experience.

© InsightSofa - insightsofa.com

* Make a credible economic case for a CX programme in front of
finance and the board.

» Translate qualitative concepts like "better customer experience" into
guantitative inputs your CFO will accept.

* Run a six-step calculation that produces a defensible ROI, payback
period and NPV.

» Avoid the five most common pitfalls that make CX-ROI models
collapse under scrutiny.

Who this is for

CEOs, CFOs, COOs and CX directors in mid-market and enterprise
companies who already run — or are about to launch — a structured
customer feedback programme and need to show that it works in
financial terms.

What this is not

This is not a marketing brochure for InsightSofa. We have kept
product references to a minimum and used a neutral, generic
mid-market company as the worked example.
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PART I

Why CX needs an ROI case

Customer experience has been one of the most heavily marketed disciplines
of the last decade. Conferences, frameworks, certifications and
consultancies have all converged on the same basic promise: invest in CX
and the financial returns will follow. The evidence broadly supports that
claim — but only at the aggregate level, and only over long time horizons.
Inside an individual company, the link between a feedback programme and
the income statement is rarely as automatic as the slide decks suggest.

There are three reasons why a rigorous ROI case matters more than ever.

1. CFO scrutiny is increasing

After several years of cost discipline, finance teams are taking a harder look
at every "strategic" line item. "It's important" is no longer a defensible
answer; expenditure has to be tied to a measurable outcome.

2. CX programmes have become more
expensive

Modern programmes integrate omnichannel feedback, text analytics, Al
summarisation, predictive churn models and closed-loop workflow tooling.
The combined annual cost — software, services, internal time — is
non-trivial, and grows with the size of the customer base.

3. CX maturity now varies wildly

According to Forrester, only about 3% of companies qualify as truly
"customer-obsessed". That means most organisations have headroom —
but also significant execution risk. A clear ROl model is what separates the
few that capture the upside from the many that do not.

The research evidence
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The macro picture is consistent: companies that invest seriously in customer
experience out-grow, out-earn and out-perform those that do not. A few
representative data points:

+41%

Faster revenue growth for customer-obsessed organisations vs. peers
(Forrester).

+25 to +95%

Profit uplift from a 5-point increase in customer retention (Bain &
Company, Reichheld & Sasser).

3.4

Total shareholder return of CX leaders vs. laggards over 18 years
(Watermark Consulting).

These numbers are useful as a directional argument — they show that the
asset class "CX" is real and material. But they cannot be plugged directly
into your own model. The point of the rest of this paper is to take them one
level deeper, into a calculation that works for a single, specific company.
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PART I (continued)

Three traps to avoid before
you start

Trap 1: The ‘directional’ business case

Many CX teams build a business case that consists almost entirely of
industry benchmarks: "Forrester says CX leaders grow X% faster, therefore
we will grow X% faster too." Finance will not accept this — and they are right
not to. A defensible ROI case must use your own baseline metrics and apply
realistic, conservative assumptions to them.

Trap 2: Counting revenue you would have
earned anyway

If your overall customer base is growing for other reasons — market
tailwinds, a new product, geographic expansion — the temptation is to
attribute that growth to the CX programme. Don't. Always model the
incremental effect: revenue or margin that would not have existed without
the programme.

Trap 3: Modelling only the upside

A serious ROI model includes:
< All programme costs — software, services, headcount, opportunity
cost.
< Adoption ramp — the programme will not deliver full value in year one.

< Sensitivity — what happens if the behavioural uplift is half of what you
assumed.

A working definition
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For the rest of this paper, the ROI of a CX programme is the ratio of
incremental, risk-adjusted gross margin attributable to the
programme over a defined time horizon, to the total cost of the
programme over the same horizon.

From correlation to causation

Most external CX studies are correlational. They observe that
customer-experience leaders perform better, but they cannot prove that CX
is what caused the performance. Inside your own company, you have the
opposite problem and the opposite opportunity: you can run the experiments
yourself.

The cleanest causal evidence usually comes from one of three sources:
» Cohort comparisons — customers in a journey where you operate a
feedback loop vs. those who are not yet covered.

 Pilot regions or units — branches, factories or markets that adopt the
programme first vs. those that follow later.

* Pre/post measurement — same customer segment before and after a
CX intervention, controlled for seasonality.

The model in Part Ill is calibrated to use these internal data sources
wherever possible, and to fall back on conservative benchmark values only
when no internal data exists.

Rule of thumb

In our experience, a credible CX-ROI model uses internal company
data for at least three of the four key inputs: customer base size,
average revenue per customer, current churn rate, and gross margin.
External benchmarks are acceptable only for the behavioural uplift
assumption — and even then, conservatively.
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PART Il

The four value drivers of CX

Before doing any maths, it helps to be precise about where the financial impact of a CX programme actually comes from. In every real case we have seen, the
value lands in one or more of these four buckets. Each driver has its own metric, its own time-to-impact and its own degree of attributability — and each must be
modelled separately if the ROI case is to be credible.

Driver What it is Primary metric Time horizon

1. Retention Customers who would have left, stay. The single largest lever for Annual churn rate, retention rate, CLV Months 6 — 18
most businesses.

2. Growth in existing Promoters spend more, expand more and accept up-/cross-sell Share of wallet, ARPA, repeat Months 3 — 12

accounts more often. purchase rate

3. Advocacy (lower CAC) Promoters refer. Acquisition becomes cheaper or, equivalently, you Referral rate, CAC, organic acquisition Months 6 — 24
grow faster at the same CAC. share

4. Cost-to-serve Closed-loop programmes reduce complaints, escalations, refunds, Cost per support contact, complaint Months 3 -9

returns and operational rework.

Why retention dominates the model

In almost every B2B and subscription business we have modelled,
retention is the largest single driver — typically 50—-70% of the total ROI.
The reason is mathematical: a retained customer keeps generating
revenue indefinitely, whereas a one-off upsell generates revenue once.
Even a one-point reduction in annual churn, sustained over five years,
compounds into a very large number.

In transactional B2C businesses (retail, e-commerce, hospitality), the
picture is more balanced — repeat purchase rate and cost-to-serve
typically each contribute a meaningful share.

© InsightSofa - insightsofa.com

rate, returns

Why the time horizon matters

Each driver delivers value on a different clock. Cost-to-serve effects
appear quickly (within a quarter or two), because closing the loop on
complaints reduces operational work almost immediately. Retention
effects show up later (often year 2 onwards), because they require a full
renewal cycle to materialise. Advocacy is the slowest of all, because it
depends on cumulative reputation in the market.

A common mistake is to evaluate a CX programme on year-one financials
alone. Most of the value is by definition still ahead at that point.
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PART Il

The six-step calculation model

The model below is deliberately simple. It is designed to fit on a single sheet of paper, to be explainable to a finance team in under fifteen minutes and to be
defensible under sensitivity analysis. It does not attempt to capture every nuance of customer behaviour; it captures the few variables that move the answer.

STEP 1 SIIERES STEP 4 STEP 5 STEP 6

Baseline Behaviour Revenue & cost Programme cost ROI, payback, NPV

The model in one sentence

Start from the customers you have today; estimate how much more profitable each of them becomes as their experience improves; multiply by the number of
customers the improvement applies to; subtract the cost of running the programme; divide by that cost; and discount the result for time.

The minimum data set

Before opening a spreadsheet, gather the following inputs. If any of them are missing or unstable, fix that before attempting an ROI calculation — modelling on
top of unreliable data is where most CX business cases fall apart.

# Input Why it matters Where to find it
1 Number of active customers The denominator of the entire model. CRM / billing
2 Annual revenue per customer (ARPA / Determines how much each retained customer is worth. Finance / ERP
AQV x frequency)
3 Gross margin % ROI must be calculated on margin, not revenue. Finance
4 Annual churn rate (or 1 — retention rate) Sets the size of the retention prize. CRM / cohort analysis
5 Current CX score (NPS, CSAT, OES) The starting point for the improvement target. Existing programme or pilot
6 Cost of complaint / refund / escalation Required to model the cost-to-serve driver. Operations / support
7 Total programme cost (year 1 — year 3) Software + services + headcount + change. CX team + procurement
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STEP 1
Establish the baseline

Begin with the unvarnished present. Document, for the customer base you
intend to cover by the programme, the four core variables: how many
customers, how much revenue they generate, what gross margin you keep,
and at what rate you lose them. Use a full trailing year — not a quarter, not a
rolling average — to neutralise seasonality.

Why this step matters

Every uplift assumption later in the model is expressed relative to this
baseline. If the baseline is wrong by 10%, the whole ROI is wrong by at least
10%. Most CFOs will stop reading at this point if the numbers don't match
what is already in finance's books.

Practical guidance
« Use active customers, not registered accounts.
« Calculate ARPA on gross revenue, before discounts and refunds.
« Define churn precisely — voluntary vs. involuntary, value vs. logo
churn — and stick to one definition throughout.

* Reconcile the baseline with finance before going further. The CX
team's view and the CFO's view of "the customer base" are rarely
identical on first attempt.

STEP 2
9 Define a realistic improvement target

Pick a single CX metric — NPS, CSAT, CES or InsightSofa's OES (Overall
Experience Score) — and commit to a measurable improvement target over
the programme horizon. The target should be anchored in observed reality:
the gap between your current score and a comparable best-in-class peer,
scaled by a realistic adoption assumption.

Setting a defensible target

A target that is too modest produces an ROI case that doesn't justify the
effort. A target that is too aggressive is unbelievable and will be challenged.
The sweet spot is usually a +5 to +15 point NPS improvement (or
equivalent CSAT/OES) over 24 months, for organisations starting from
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average performance.

Common starting positions
» Below-industry-average score — realistic target is industry median
(typically +10-15 points).
 Industry-average score - realistic target is top quartile (typically +5-10
points).
- Already top quartile - realistic target is widening the gap (typically
+3-5 points).

Tip from the field

Don't model a CX metric in isolation. Pair it with one operational
metric (e.qg. first-call resolution, on-time delivery, refund rate). If both
move, the case is causal. If only the survey score moves, you may be
measuring sentiment, not experience.
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STEP 3
e Translate satisfaction into behaviour

This is the most important — and most abused — step in any CX-ROI
model. It is the bridge between sentiment (“customers are happier") and
economics (“they behave differently”). Get this translation wrong and the
rest of the model is worthless, however neat it looks.

The behavioural deltas to estimate

< Change in annual churn rate for each segment (promoters, passives,
detractors).

< Change in repeat purchase / renewal rate.

< Change in average revenue per customer (upsell, cross-sell, share of
wallet).

< Change in referral rate — share of new customers acquired through
existing ones.

» Change in cost-to-serve per active customer.

Where the numbers should come from
In order of preference: (a) your own historical cohort analysis (promoters vs.
detractors over the past 24 months), (b) a controlled pilot, (c) published
benchmarks. Anchoring to internal data even partially makes the model
dramatically more credible.

STEP 4

Convert behaviour into revenue and cost

Once you have plausible behavioural deltas, the financial maths becomes
mechanical. We recommend modelling each value driver separately so that
the CFO can interrogate them one at a time. The four formulas below cover
the majority of cases.

The four working formulas

Retention value = A retained customers x ARPA x gross margin x residual
life

Growth value = customers x A ARPA x gross margin
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Advocacy value = A referred customers x (ARPA x gross margin x CLV
horizon) — CAC saved on those acquisitions

Cost-to-serve value = A complaints / refunds x average resolution cost

Rule for credibility

Always discount each behavioural assumption by 30—-50% in the
base case. Build the optimistic version as a sensitivity scenario,
never as the headline number. The base case is what the CFO will
sign off on; the optimistic case is what you will exceed.
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STEP 5
Account for the cost of the programme

A CX programme is more expensive than the software invoice. Most ROI
cases fail review because they understate cost. Be deliberate about
including every category, including the ones that don't appear on the CX
team's budget line.

Cost categories to include
» Software licences — CX platform, integrations, telemetry.

* Implementation — survey design, integration with CRM/ERP, training,
change management.

« Internal headcount — CX manager, analyst, closed-loop owners,
executive sponsor (loaded cost).

- External services — consulting, agency, response-rate boosts.

« Operational time — frontline employees handling closed-loop actions
(often the largest hidden cost).

How to phase the cost

Year 1 cost is typically 1.6-2.2x steady-state because of implementation
and ramp. Year 2 is roughly steady-state. Year 3 onwards, well-run
programmes often see software costs flatten and internal effort decline as
automation and closed-loop maturity take over.

STEP 6

Calculate ROI, payback and NPV

With benefits and costs now in place, the final step is to express the result in
the three metrics a finance team will recognise immediately:

* ROI % = (cumulative incremental margin — cumulative programme
cost) / cumulative programme cost
« Payback period = months until cumulative cash flow turns positive

* NPV = sum of (annual incremental margin — annual programme cost) /
t
(1+71)

Recommended horizon and discount rate
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Use a three-year horizon as the default — long enough to capture retention
effects, short enough to remain forecastable. Apply the company's WACC
as the discount rate, or 10% as a sensible default if WACC is not available.

What a good answer looks like

For a programme that is genuinely working, on a three-year horizon
we typically see ROI in the 200-400% range with payback inside 18
months. Numbers above 600% on year-one cash should be treated
with suspicion — they almost always indicate double counting or an
unrealistic uplift assumption.
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PART IV

A worked example

A step-by-step calculation model

The numbers below describe a fictitious but realistic mid-market B2B services company — let's call it Northwind Solutions — with 5,000 active customers and
average ticket size of €4,800 per year. The example is deliberately conservative: we use industry-median behavioural deltas and have not optimised any single

input.

Input

Active customers

Annual revenue per customer (ARPA)

Gross margin

Current annual churn

Current NPS

Target NPS in 24 months

Cost of an average complaint (handling + remediation)
Programme cost — Year 1

Programme cost — Year 2

Programme cost — Year 3
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5,000
€4,800
62%

12%

+22

+34

€140
€185,000
€110,000

€110,000

Source

CRM

Finance

Finance

Cohort analysis

Pilot survey, 2025

Industry median (top half of B2B services)
Support ops

Software + implementation + 1.4 FTE
Steady state

Steady state

11
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Behavioural assumptions (conservative)

Based on Northwind's own pilot data and tempered by external benchmarks, the following behavioural deltas are assumed by year three:

Behavioural change Year 1 Year 2 Year 3

Reduction in annual churn (percentage points) 0.8 pp 1.8 pp 2.4 pp

Uplift in ARPA from cross/up-sell +0.5% +1.5% +2.5%
Increase in referral-sourced new customers +1.0% +3.0% +4.5%

Reduction in complaint volume per customer -4% -9% -13%
Why these assumptions are defensible Referral uplift (+4.5% by year 3)

Today, about 14% of Northwind's new customers come from
existing-customer referrals. The modelled +4.5 pp lift assumes a
structured advocacy programme on top of the feedback platform — a
conservative figure given that best-in-class B2B services firms report
referral shares above 30%.

Each behavioural delta in the table above is anchored, where possible, in
observed internal data rather than published benchmarks. A short
justification:

Churn reduction (2.4 pp by year 3)

Northwind's own promoter-vs-detractor cohort analysis shows that Complaint reduction (-13% by year 3)
detractors churn at roughly twice the rate of promoters. Moving 12
percentage points of the customer base from detractor to passive or
promoter status produces a blended churn improvement in this range. This
is well within the 1-4 pp band reported by Forrester for comparable B2B
services firms.

Closed-loop programmes typically deflect 15-25% of complaint volume in
their second year by addressing root causes rather than individual cases.
The 13% figure used here assumes moderate adoption and is below the
median observed by InsightSofa across mature programmes.

ARPA uplift (+2.5% by year 3) On conservatism

Promoters demonstrate a measurably higher attach rate on add-on
services in Northwind's existing accounts. A 2.5% increase across the
whole base is well below the 5-8% gap typically observed between
promoter and detractor spend.

If each behavioural delta above were increased to its
industry-median value rather than the conservative one used here,
total three-year incremental margin would rise by approximately
35-45%. We deliberately use the conservative version as the base
case.
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PART IV (continued)

Northwind Solutions — financial result

Applying the four formulas from Step 4 to Northwind's baseline and the behavioural deltas above produces the following incremental gross margin contribution.
Numbers are rounded to the nearest €1,000 for clarity; all four value drivers are tracked separately.

€in thousands Year 1 Year 2 Year 3 3-Year Total

Retention value (kept margin) 119 268 357 744
Growth value (cross/up-sell) 74 223 372 669
Advocacy value (lower CAC) 29 86 129 244
Cost-to-serve savings 28 63 91 182
Total incremental margin 250 640 949 1,839
Programme cost (185) (110) (110) (405)
Net contribution 65 530 839 1,434

354% 14 months €1.06M

Three-year ROI on cumulative programme cost. Payback period (month cumulative cash turns positi  Net present value at a 10% discount rate.

Two observations are worth pointing out. First, retention — although it produces less revenue in year one than growth — quickly becomes the dominant driver
from year two onwards, exactly as Part Il predicted. Second, the year-one result is intentionally modest: a competent finance team will not believe a programme
that pays back in its first six months. A 14-month payback on a three-year horizon is precisely the kind of profile that survives committee.

© InsightSofa - insightsofa.com 13



InsightSofa  / Whitepaper: ROI of a CX Program

PART V

Five pitfalls in CX-ROI
modelling

1. Confusing revenue with margin

ROI is calculated on incremental margin, not incremental revenue. Many
models inflate the result by 30-40% simply by forgetting to apply gross
margin. Always multiply revenue uplifts by the company's true blended
margin before summing.

2. Counting the same customer twice

If a customer churns, you can claim retention value. If the same customer
would have spent more, you can claim growth value. But you cannot claim
both for the same customer in the same year — they either stayed or they
didn't. Build the model in segments to avoid double counting.

3. Modelling sentiment, not behaviour

An improvement in NPS is not, by itself, a financial outcome. The model
must close the loop by translating the sentiment change into observed
behaviour — renewal, repurchase, referral, complaint volume. If you cannot
draw that arrow, do not include the line.

4. Ignoring adoption ramp

A new programme does not work at full effectiveness on day one.
Closed-loop response rates, frontline action quality and Al model accuracy
all improve with months of operation. Modelling 100% effectiveness from
month one is the single most common reason finance pushes back.

5. Never doing the post-mortem

The strongest CX-ROI cases are the ones that have been calibrated against
earlier ones. Each year, compare the model's predictions to actual
outcomes, write down what was off, and feed the corrections back into the
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next year's model. CFOs trust models that have been audited.

A short checklist

Before submitting any CX-ROI business case for review, run it through this
checklist. If you cannot answer "yes" to all ten points, the model is not yet
ready for the CFO.

[ Baseline figures (customers, ARPA, margin, churn) reconciled with
finance.

[1 Behavioural uplifts derived from internal data, not industry quotes.
[J Every revenue line multiplied by gross margin before summing.

[1 Each driver modelled separately, with no double counting between
drivers.

[0 Full cost stack included — software, services, internal headcount,
frontline time.

[ Year-one effectiveness discounted by adoption ramp.

[1 Base case is conservative; optimistic case shown as a sensitivity, not
the headline.

[1 Three-year horizon, NPV calculated using company WACC (or 10% if
unavailable).

[J Sensitivity analysis on the two most uncertain inputs (churn delta and
ARPA delta).

[1 Post-mortem review scheduled at month 12 to recalibrate
assumptions.
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CLOSING THOUGHTS

From a calculation to a
programme

An ROI model is not the goal. The goal is a CX programme that earns the
right to exist on the same terms as every other line of investment in the
company — by producing measurable, auditable, repeatable returns. The
model in this paper is the bridge between those two worlds.

Three principles tie everything together

Anchor to your own data.

Industry benchmarks are useful for orientation but never a substitute for your
own baseline and cohort analysis. The strongest cases rest on three or four
internal data points more than on any external study.

Model margin, not revenue.

Every euro of benefit must be reduced to its gross-margin equivalent before
it enters the ROI calculation. This single discipline removes most of the
over-optimism that gives CX models a bad reputation with finance.

Recalibrate every year.

The best version of your model is the one you have run for three consecutive
years, comparing prediction to outcome each time. The numbers get tighter,
and so does credibility.
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How InsightSofa can help

InsightSofa is a European customer experience management platform built
for the operational and financial discipline this paper describes. We combine
omnichannel feedback collection, Al-driven analytics, closed-loop workflow
and a dedicated Revenue Impact Calculator that operationalises the
six-step model.

Where teams typically start with us:
* Baseline diagnostic — accurate values for the seven inputs in Part Ill.

» Pilot & cohort analysis — internal behavioural deltas, not
benchmarks.

* Closed-loop programme — feedback connected to actions that move
the metrics.

* Al opportunity detection — revenue and risk signals from open-text
feedback.

» Executive reporting — board-level dashboards in financial terms.

Start with a 30-minute diagnostic

If you would like us to walk through the model using your own
numbers, we can do that in a single 30-minute call. No obligation, no
presentation — only the model and your inputs. Reach us at +420
777 661 368 or info@insightsofa.com.

Sources referenced in this paper. Forrester — 2024 US Customer Experience Index. Bain &
Company — Reichheld & Sasser, Zero Defections: Quality Comes to Services (Harvard
Business Review). Watermark Consulting — Customer Experience ROI Study, 2024. Qualtrics
XM Institute. Worked example in Part IV is illustrative and not representative of any specific
InsightSofa client.
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