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Exhibit 3: Service guarantee operating data. a
2
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Key Cumulative Monthly Cumulative Monthly
Performance after 12 Average of 12 after 20 Average
Indicators Months Months Months
Number of new 94,624 7,885 162,474 8,124
RGUS
Number of unique 209 17.42 420 21.00

customers who
invoked the MBG

Number of 209 420 46.40
disconnected
unique customers

Number of 470 39.17 928
disconnected
RGUs

% of customers 0.50% 0.60%
disconnected
using 60-day
MBG
Refund $91.56 $86.00
Service credits $19,594.37 1,632.86 $36,119.35 1,805.97
issued
RGU (revenue-generating units) refers to digital cable, Internet, and home phone services.
Service credits refer to total refunds paid out to customers.

STUDY QUESTIONS Endnotes

1. Explain the impact of a well-designed service gua1r:§irrpte@le modem termination system (CMTS) refers to equipment that

on a firm's service employees service operations &JPF%’ﬁﬁ in a cable company’s “headend” (an unstaffed facility). It is used to
! ' provide high-speed data services (e.g., cable Internet).

and potential customers, and marketing and salezs , ,
~‘Trouble tickets are a measure that refers to customer complaints and any
2. Evaluate the design and communication of Broadstigpegs with the Internet or TV channels.

service guarantee. Would you recommend any chéﬁgeg?agazine Small Business Monthly (SBMON.com) publishes a list every
year of “Best in Business’ based on nominations from its readers of top busi-

3. Canthe guarantee be successful in creating a cultusssdwin various industries for the St. Louis metro area.

service excellence within Broadstripe? What else Th@pBss is a national organization that evaluates and monitors ethical
be needed for achieving such a culture? business practices. Based on file information about a business, the BBB as-
signs letter grades from A+ (highest) to F (lowest) based on the rating of 16

4. Do you think customers might take undue advapifeggent factors (for details about the factors, see www.BBB.org).
of this guarantee and “stage” service failures to invoke
the guarantee? If yes, how could Broadstripe minimize
potential cheating on its guarantee?

5. Imagine you are in Lents position. How would you
conduct the analysis, and what would you present to
the management committee?

The Broadstripe Service Guarantee 60
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CASE

What Drives Share of Streaming for Streaming Video
Services? The Launch of HBO Max

Alexander Buoye, Luke Williams, Timothy Keiningham, and Lerzan Aksoy

HBO Max launched its streaming service in May 2020. At the time of the launch, streaming services
were already well established and dominated by a few large, well-established competitors (e.g.,
Netflix, Amazon Prime, Disney+, Hulu, etc.). In the face of intense competition, HBO Max’s initial
launch was widely characterized as “underwhelming” despite its large content library and a
rise in streaming due to the COVID-19 pandemic.

A survey of streaming service customers demonstrated why HBO Max’s launch was largely
deemed underwhelming. HBO Max's Net Promoter Score (NPS), a measure of customers’
satisfaction with the brand, was well below its two largest competitors, Amazon Prime and
Netflix.

Despite the low NPS, however, HBO Max’s share of streaming by its customers was a
respectable 38%. One of the big issues for HBO Max post-launch was finding a way to increase
its share of streaming. NPS, however, provides little guidance in improving share as the results
of the survey found it to be very weakly correlated to share of streaming.

By using wallet allocation rule analysis, however, data regarding customers perceptions
of HBO Max and competitors is strongly linked to customers’ share of streaming. As a result, it
was possible to identify what HBO Max must do to gain share in the competitive video streaming
market.

INTRODUCTION HBO cable/satellite subscribers, the combined number reached
35 million. By comparison, Netflix boasted 183 million sub-
Video streaming services are a major entertainment @deliygs; Amazon Prime, 150 million; Disney+, 50 million;
platform. Across the world, the rise in streaming segylesTv+, 33 million; and Hulu 30, milliuTube, a
often came at the expense of traditional cable and bregrgieatneral, non-subscription-based streaming video platform,
delivery platforms. As a result, traditional video caiégnéd well over 1.6 billion users glyballube’s premium
providers had to adapt to the streaming environmentsgbg&kption service, YouTube Premium (formerly YouTube
becoming obsolete. Red), however, claimed only about 20 million suBscribers.
The subscription streaming video market was dom@ligf€®lV (a subsidiary of Dish Network) was a minor player,
by only a few major players. Netflix and Amazon Primgifadewer than 2.5 million subscribers in M4y 2020.
been the acknowledged leaders in the vertical, with media giaf¥ launch of HBO Max was expected to bring the
Disney competing on a robust but more fragmented basis tB@igkreaming active user numbers more in line with lead-
its family of subsidiary content offerings (Disney+ andifjltbmpetitors. According to AT&T's WarnerMedia third
as well as the sports specialty service, ESPN+). In May 30dter earnings report, the number of HBO and HBO Max
AT&T's WarnerMedia introduced its HBO Max streaming, subscribers exceeded company targets (38 million vs a
service as another alternative, replacing or enhancing @emi@usn target by the end of 2020) and reached 57 million
incarnations (e.g., HBO Go, HBO Now) of their streamifigballyHowever, fewer than half of eligible subscribers had
platform. This case examines the launch of HBO Max. actually activated the sefitte low activation rate was
At the time of the HBO Max launch, the legacy HRgadited in large part to technical issues, as the HBO Max app
streaming services (HBO Go, HBO Now) claimed only algaé not readily available on major platforms like Roku and
8 million subscribers. However, when including all tradifigfsalon Fire TWBy October 2020, the general consensus
- about the HBO Max launch was “underwhefahéagite
© 2021 Alexander Buoye, Luke Williams, Timothy Keininga&tromgicontent library and increased overall viewership of
Lerzan Aksoy streaming video due to the COVID-19 global paridemic.
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UNDERSTANDING CUSTOMER use the service at least once a month). It provided a
PERCEPTIONS different story than the NPS—YouTube (58%) proved

the most commonly used service. This finding likely re

To understand how customers felt about HBO Max gégnature of the service (free) more than user pre

launch, a survey was sent to streaming customers to galig8higx again delivered relatively disappointing p

perceptions of the brand and its competitors. Various mE}2Q¢8s With only 18% of users having reported th

often associated with market success were collected$8diBe service, compared to 50% or more for YouTube

survey. Customers were asked their likelihood to recorfgefignazon Prime.

the streaming service. This likelihood-to-recommend metthte wallet allocation rule (WAR) results were somewhat

was then converted into the net promoter score (NPE)@eg£ncouraging for HBO Max, with the service scoring in

measure of how well the service was satisfying its custBni@R half of the brands.

In addition to NPS, the likelihood-to-recommend questigrhare of streaming (based on percentage of minutes

was used to estimate the share of streaming customers Sll§@riag) put Netflix (47%), YouTube (46%), and Amazon

to various services using the wallet allocation rule. ~Prime (44%) among the leaders. Five months following its
Market success was assessed by gauging the 1) pd#iefig, HBO Max garnered only one-third (34%) of the

tion rate of various streaming services, 2) share of str%@ﬁ?n%f streaming among its customers.

services used (as a percentage of total viewing minutes)Y@} Tube, Netflix, and Amazon Prime users tended to use

the average number of streaming services used, andRipfigimately three streaming services regularly, while HBO

total time customers spent using streaming services.Max users more usually use four. Hulu and Sling TV users
Exhibits 1-6 show the results of these various key perfori@Rfidoward five services (Note: Hulu is frequently bundled

indicators (KPIs). The Net Promoter Score results supp#i@@isney+). As such, HBO Max was positioned somewhere

the perception that the HBO Max launch was disappoiR@iieen a “core” streaming service and what might be better

HBO Max had the second lowest NPS score (—10) among@¥#@cterized as an “add-on.”

eight services investigated. As expected, market leaders N&@f Max users tended to spend less time streaming overall

(37) and Amazon Prime (32) produced the best NPS scot@&[0ss all services) compared to users of the leading services
The number of active subscribers was best approxift@@gdally Amazon Prime, whose users spent approximately

by the penetration rate (the percentage of respondef@URIbthe time streaming video compared to the average

Exhibit 1: Net promoter scores for streaming video services.

Net Promoter Score
230% 220% 210% 0% 10% 20% 30% 40%

Netflix 37%
Amazon Prime
Hulu

YouTube
Disney+

AppleTV

HBO Max

SlingTV | 222%
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Exhibit 2: Penetration rates for streaming video services.

Penetration
0% 10% 20% 30% 40% 50% 60% 70%

YouTube 58%
Amazon Prime
Netflix

Disney+
AppleTV

HBO Max

Hulu

SlingTV

Exhibit 3: WAR scores for streaming video services.

Wallet Allocation Rule
0% 10% 20% 30% 40% 50%

YouTube 48%

Netflix 46%
Amazon Prime
HBO Max
Disney+
AppleTV
SlingTV

Hulu
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Exhibit 4: Average share of streaming for streaming video services.

Share of Streaming
0% 10% 20% 30% 40% 50%

>
(@)
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n
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Netflix 47%

YouTube 46%
Amazon Prime
Disney+
SlingTV

HBO Max

AppleTV

Hulu

Exhibit 5: Average number of streaming services used by streaming video service.

Number of Services Used
0.0 1.0 2.0 3.0 4.0 5.0 6.0

SlingTV

Hulu

HBO Max
Disney+
AppleTV
Amazon P rime
Netflix

YouTube
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Exhibit 6: Average weekly streaming time (in minutes) by streaming video service.

Weekly Streaming Time (in Minutes)
0 100 200 300 400 500 600 700 800

Amazon Prime 703
AppleTV
Disney+
Netflix
YouTube
SlingTV

HBO Max

Hulu

HBO Max user. Given the relationship between HBO lsstomer-level data, the WAR demonstrated a strong cor-
and its parent/sister companies (HBO, DirecTV), it wedation of r=.80.
possible that HBO Max users made more use of traditioByl contrast, the recommend intention score upon which
cable/satellite television services, which may have acddwerited Promoter Score is based had an extremely weak cor-
for some of the gap. relation of r=-.04.
It is important to note that “share of streaming” did not

directly impact the bottom line for any of these streaming
CONNECTING THE KPIs services. Whether a subscriber watched 10 minutes or 100

hours a month, the subscription fee remained the same.
Metrics designed to gauge customers’ level of satisfheliever, the share of streaming (i.e., share of viewing time)
(e.g., NPS, WAR, etc.) should be linked to KPIs associakes an indicator of the indispensability of the service to each
with customers’ behaviors so that changes in customarspemer, and this was what ultimately impacted activations
ceptions correspond to changes in business outcomasd Fetention. If customers only used the service occasionally,
industries where customers tend to use multiple bran@mipsubscribed to watch “that one show,” then they could
the category, one of the most important gauges of cussagetand just sign up again when it suited them. They could
loyalty is something called share of wallet, which in the gge"bbrrow” a friend’s login. These behaviors were less likely to
streaming services can be thought of as the share of stoeannifig services that were used consistently. And it is for this

time given to a particular brand. reason that KPIs should demonstrate a strong linkage to share.
The WAR score demonstrated the strongest link to share

of streaming (r=.92) at the brand level. KEY DRIVERS
The net promoter scores demonstrated a much weaker

correlation to share (r=.53) at the brand level. Profiles of each brand can be constructed based on custom-

This difference became much more pronounced evb@mswers to a series of questions designed to understand
looking at how individual customers behaved. Based whdhis of greatest importance to them. In this investigation,
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Exhibit 7: Scatterplot of WAR and average share of streaming.

Wallet Allocation Rule—Share of Streaming
(Brand Level)
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Exhibit 8: Scatterplot of NPS and average share of streaming.

Net Promoter Score—Share of Streaming
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customers were asked to indicate which of the followiagan easy-to-use interface
statements characterize each service:
¢ Has all the latest releases

c Is available at a great price
g P The most frequently indicated characteristic for HBO

¢ Has a great selection of movies Max was the one negative statement on the list, “Suffers from
C Has a great selection of television shows technical problems” (43%) (Exhibit 11).

q I S i The percentage who indicated HBO Max suffers from
¢ Produces excellent original programming technical problems was, however, matched by the percent-
c Suffers from technical problems age who agreed that HBO Max “produces excellent original

What Drives Share of Streaming for Streaming Video Services? The Launch of HBC
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Exhibit 9: Respondent level correlation of WAR to share of streaming.

Wallet Allocation Rule—Share of Streaming
(Customer Level)

100%

80% e

60% / /
40%
/ .645—R-square
20% .044—Constant
0
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r5.80

0%
0% 20% 40% 60% 80% 100%

Wallet Allocation Rule

Share of Streaming

Exhibit 10: Respondent level correlation of recommend intention to share of streaming.

Recommend Intention—Share of Streaming
(Customer level)

60%
o
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£ 40%
©
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o
< 20%
f,:) .002—R-square
.474—Constant
r=2.04 -.007—Coefficient
i |
0
0% 0 0.2 0.4 0.6 0.8 1

Wallet Allocation Rule

programming” (43%). Given the dearth of programmiinagacteristics for Netflix (Has a great selection of movies,
specific to the HBO Max streaming service at the tira8%), Amazon Prime (Is available at a great price, 44%), and
data collection, it was likely that respondents considerede (Has an easy-to-use interface, 50%) were all differ-
pre-existing Emmy award-winning HBO original progmmh-Of note, “Suffers from technical problems” was the least
ming (e.g., The Sopranos, Game of Thrones, etc.) as “onigicatled characteristic for both Netflix and Amazon Prime,
programming” for HBO Max. By comparison, the definikgy differentiating point from perceptions of HBO Max.
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Exhibit 11: Key drivers for HBO Max.

HBO Max
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Exhibit 12: Key drivers for Netflix.
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Exhibit 13: Key drivers for Amazon Prime.
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Exhibit 14: Key drivers for YouTube.
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Exhibit 15: Number of streaming video services used.
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KEY COMPETITOR PROFILES With something like streaming video, the point was to create

and break habits. And it was still very much like traditional

One of the key tenets of the WAR approach is that custemgieting—make an offer to get your customers in the door,
have valid reasons for using all the brands that they do. Qveralen upsell/cross-sell while they are already there.
respondents in the study used an average of 2.4 streaming
services. Less than one-third (32.5%) are single-service users, .

The largest portion of single-service users were Yo&#%lad usion
users (i.e., the service that does not require a paid sdbgarésults of this study made it clear that the immediate issue
tion), meaning that, as a percentage of respondents vthatddBO Max needed to address post-launch was technical
for streaming services, the number of single-service upaabheass. In WAR parlance, this would be characterized as
likely even smaller than it appeared here. “removing a barrier." Despite poor NPS scores, HBO Max

So streaming video was clearly a “repertoire” categdnipited acceptable WAR scores. Users indicated that HBO
where “polygamous” behavior was the norm rather thdexiveas a leader in producing original programming but
exception. Consequently, success in the category was athéstbe service suffered from technical issues. It seems likely
less by being the be-all, end-all provider of everything stihedmore viewers would have used the service were it not for
ing and more by giving customers a primary reason to ittthsdeechnical barriers.
your brand in their usage set, then being competitive enolrgthe wake of its launch, HBO Max did take steps to
on other aspects of the service to siphon off share froeddoess this problem. The HBO Max app became available
petitors who had made those other aspects their raisoard&tnezon Fire TV in mid-November 2020, and deals with

For example, if “excellent original programming” waRoke and Sony (for the PS5) were announced as well. Accord-
point of differentiation that led users to log into HBO Mgxp Parks Associates, Amazon and Roku devices accounted
but users also thought of Netflix as the service with “d@repproximately 70% of streaming devices in the United
selection of movies,” HBO Max did not need to provisiates, and the absence of the app on these devices was ¢
greater selection of movies than Netflix to steal shamméjonbarrier for the majority of potential users.
Netflix. It was enough to make incremental improvementBO Max was also in the process of playing to its strengths
in the selection of movies so that it would be worthwHhiéeeraging its original content. In conjunction with the
for users to browse the HBO Max selection of moviedaafteth of HBO Max, WarnerMedia announced plans to
logging in for original programming rather than immedieledge The “Snyder Cut” of the 2017 filmjustice League in
and reflexively logging out and then going to Netflix wésgonse to an extended fan social media campaign. Director
they were done viewing the original content on HBO K&k Snyder revealed that the film would premiere on the
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service in March 2021. Additionally, WarnerMedia delsutesh exercise that will allow you to use the WAR to estimate
its big-budget film Wonder Woman 1984 on HBO Max onthe impact of changes in customer satisfaction and
Christmas Day, to be followed by their entire slate of 202dompetitor usage on share of streaming for HBO Max
releases. These unprecedented moves were made explicitly to
increase the active user base for the streaming service.

HBO Max was also considered relatively pricey com;EJPEd notes

. . 0
to compgﬂtgrs, as revealeq in the furV.Ey results. Only %J(@g Conklin, “Streaming Services by the Numbers,” Fox Business,
of users indicated the service was “available at a greaigricei20, https://www.foxbusiness.com/lifestyle/streaming-services-cost-

compared to 30% for Netflix and 44% for Amazon Pritsees (accessed December 18, 2020).
Moreover, only 10% of users perceived the service as havingbe—Statistics & Data,” Statista, July 12, 2021, https://www.statista.

Il the latest rel mpared to 34% for Amazon arfd49 ics/2019/youtube/#:~:text=After%20years%200f%20global%20
a € latestreleases, compare 0 34%fo azonad orie 1§ion%20and%20constant%20growth%ZC,themseres%ZOOr%20

for Netflix. WarnerMedia's plans to release new films d%E XZOup%ZOon%20the%20latest%20news (accessed December 18, 2020).

to HBO Max V\{ere Ilkel_y n respon§e to thes? perceptlg%g§ Singleton, “YouTube Premium and Music Now Have More Than

well—all consistent with the findings of this wallet al@aaubscribers; Billboard, February 4, 2020, https://www.billboard.com/

tion rule ana|y5i5. articles/business/digital-and-mobile/8550124/youtube-premium-music-
20-million-subscribers#:~:text=YouTube%20Premium%2C%20the%
20%2411.99%20subscription%20service%20that%20includes,has%20
disclosed%20subscriber%20numbers%20for%20its%20premium%20

D I SC U SSI O N Q U ESTl O N S service (accessed December 18, 2020).

4. "Sling TV Subscribers and Earnings,” What to Watch, May 7, 2020,

o : i{//www.whattowatch.com/news/sling-earnings#:~:text=Here%
1. What insights does a wallet allocation rule appE@? Owhat%20you%20need%20t0%20know%3A%201%

provide that are not available through traditi&‘@@l@\ig,programming%2Othan%20Dish%ZOTV%ZOSubscribers‘%ZO
measures designed to gauge customer satisfactidm(egQitems...%20 (accessed December 18, 2020).
NPS, customer satisfaction)? 5. HBO Max was not available outside the United States at the time of the
o launch, so the additional users outside the United States were traditional/
2. Why is it important that a KPI should have a stneggy HBO users rather than HBO Max users.
linkage to business outcomes? 6. Kim Lyons, “HBO Max Has 28.7 million Subscribers, but Not All of
. L . Them Are Actually Watching Yet,” The Verge, October 22, 2020, https://
3. Why isshare OfStreammg mportar“nt evenifthe am@%ﬂﬁevergeAcom/ZOZOM 0/22/21528234/hbo-max-subscribers-
of time a user accesses the service does not dit@atlyns-att-directv-warner (accessed December 18, 2020).
impact revenue? 7. Julia Alexander, “Why Peacock and HBO Max Arent on the Biggest
Streaming Platforms,” The Verge, July 15, 2020, https://www.theverge.

Several additional materials are included with this caseost(d$24139/peacock-roku-amazon-fire-tv-hbo-max-streaming-
at www.pea rsonglobaleditions com: warnermedia-nbcuniversal-disney-apple (accessed December 18, 2020).

8. Tyler Hersko, “As WarnerMedia Braces for Massive Layoffs, HBO Max

" . " h 1% h ﬁoth the Cause and the Cure,” IndieWire, October 9, 2020, https://
cA GEttmg Started” document that walks yout IFOL‘\/%\/WJndiewirc—:-.com/2020/1 0/warnermedia-layoffs-hbo-max-1234591828/

the basics of the Wallet Allocation Rule (accessed December 18, 2020).
¢ The original data and analyses in Excel that were gsgglid Bloom, “Subscribers Churning through Video Streaming Services
in this case study At ‘Record’ Rates during Lockdown,” Forbes, June 29, 2020, https://www.

. . forbes.com/sites/dbloom/2020/06/29/subscribers-churning-through-video-
¢ An exercise that will allow you to calculate WAR scofieSaming-services-at-record-rates-during-lockdown/?sh=5b0601e9568b

yourself on a similar data file (accessed December 20, 2020).
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CASE

LUX*: Staging a Service Revolution in a Resort Chain

Jochen Wirtz and Ron Kaufma

CASE STUDY

LUX* is a successful hospitality group operating in the Indian Ocean as well as other 0
In its previous incarnation, the company suffered from poor financial performance, poor ser
quality, and a weak brand. A change in the leadership of the company prompted a transform:
that showed positive results within 12 months. This case study describes a service revolut
that led to rapid improvements in service culture and guest experience, which in turn lec
sustained financial improvements on a quarter-on-quarter basis and long-term growth.

INTRODUCTION has successfully transformed its service culture. The group
has seen 16 consecutive quarter-on-quarter improvements
ith its headquarters in Mauritius, the LUX* hospitalitits financial performance. The group's resorts also enjoy
Wgroup operates a portfolio of eight resorts an@ligher occupancy rate than the industry average in the
private island in the Indian Ocean (Exhibit1). The brafidtinations where they operate (measured quarterly by
promises guests a celebration of life through its newheaMarket Penetration Index, which compares the hotel’s
proposition—luxury resort hospitality that is “Lighter.Brighéepancy against its competitive set). The group’s financial
What is the “Lighter.Brighter” hospitality? Establisegformance is reflected in the multiple accolades it has
luxury hotels had come to be associated with stiff-wppefor service excellence. These include the “Indian Ocean
lipped service and stuffy opulence. Lighter hospitakiging Hotel” award for LUX* Maldives from World Travel
meant breaking away from these precedents to affards, the “Best Resort Hotel Mauritius” award for LUX*
more effervescent experience without compromisgigl@Mare from International Hospitality Awards, and the
the hotel's upscale sensibilities. At the same time, 1R&XHion Island’s Leading Hotel” award for LUX* lle de la
wanted to brighten up guest experiences. For exammeu#ien from World Travel Awards.
company significantly lowered the prices of items in the
mini-bar to encourage guests to just take what they fancied
and enjoy themselves. Such measures allowed L |*_|tE DARK AGES
ensure that both guests and business would benefit from
its operations. However, things were not always this rosy. Before LUX* was
The group’s resorts have been doing exceptionallyayalthed in 2011, the group was known as Naiade Resorts,
since its launch in 2011. Within a short span of time, Laitfthe company suffered from poor financial health. None
- of its hotels were on the list of top 10 hotels on TripAdvisor
© 2023 by Jochen Wirtz and Ron Kaufman, updated 2022 by Jaghtheélfigaographic competitive sets. To top it off, the Naiade
Jochen Wirtz is Professor of Marketing at the National Unlyegpitylacked clarity. Its brand name was used for nine different
singapore. Ron Kaufman is a bestselling author on uplifting §5r4iserties ranging from three to five stars, creating an unclear

The support and feedback of the management of The L ; ; [
is gratefully acknowledged, including Paul Jones, CEO; Juli:é(%ggﬁmﬁ?g in the minds of consumers. The problems in its

er, . . ..
Executive Vice President; Dominik Ruhl, Chief Operating Ofﬂmﬂé%@mg became apparent when the global financial crisis
Nitesh Pandey, Chief Operating Officer—APAC; Marie-Laustrlekdn,2008-2009, causing a large drop in occupancy and

Chief Strategy Officer; Nicolas Autrey, Chief Human Resour ig ek hibi h g ; ;
Smita Modak, Group Training Manager; and Piers Schmi(ﬁ%@ﬁéﬁswx ibit 2). The group’s troubles culminated in 2011

of Luxury Branding. The authors also thank Arthur Lee, whit B\higinal case involving the high-profile murder of an
excellent assistance with the data collection, analysis and tistviatel guest.

of this case study while he was a student at the NUS Business ﬂggmg witnessed prolonged economic turmoil and a
today, he is a Management Associate at MasterCard. criminal case, the motivation and morale of hotel employees

All dollar amounts referred to in the text are in U.S. dollars unl - .
otherwise indicated. The exchange rate used for all currency@gg\%emsecedentemy low. Financially, the impact of these

is MUR100 to USD2.845.
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