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The Power of Word of Mouth

Overview

In the past few years there has been a change in perception regarding word of mouth from a
“nice to have” to becoming critical to a company’s success. The continued deterioration of
corporate trust combined with the explosion of online discussions and reviews, as well as a
general recognition of what was already going on in the market has driven progressive
companies to put significant time and expense into driving positive word of mouth for their brands
and products.

Through our work with leading brands we have
seen the impact that positive and negative word
and mouth can have on business success and
recently conducted an interactive research
session with 285 participants (via our Engage Live
+ Open methodology) to explore the issue further
at a broad level and specifically within the
restaurant, consumer packaged goods, travel and
hospitality, and media verticals.

This summary focuses on the broad findings. If
you would like more information on specific
verticals or subgroups, email us for access to the
interactive session dashboard and/or our
automated reports and transcripts.

Social Dynamics and Information Sources

We made sure to include a mix of people in the study with different social styles including very
outgoing and social, those with a small close group of friends, and people who like to keep to
themselves. Even with those differences, the vast majority of people included others when
deciding what to do or buy as a group with only 19% saying that they drove the final decision on
their own. Conversely, 65% said they make a decision jointly with a group and 15% generally ask
for other people’s opinions or defer on the choice. In fact, an overwhelming 74% said that they
consult friends and family when searching out a new activity or product, begging the question “do
they trust those opinions?”

The answer by and large is yes. When asked to rank what information sources were most
trusted, friends or family was first with another person | consider an expert in the subject next and
corporate/seller web sites third.
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7. Which of the following information sources do you trust most? (Please rank them in order from
those you trust the most to those you trust the least)

Friends or family

Another person | consider an expert in the subject

Corporate/seller web sites (e.g., Amazon.com, Ford.com,
travelocity.com)

Work colleague

Newspapers (print)

Magazines

Newspaper web sites

Store sales person

Social networking/forum web sites (e.g., facebook, flickr,

tripadvisor) .67

TV program 7.79

When asked to explain their answer, one participant summed it up simply by saying “My friends
and family have a lot of the same tastes as me, so | usually trust their recommendations. Plus |
can give them feedback about things they recommend which helps them give me better
recommendations in the future.”

In general, people tend to ask for recommendations from their friends and colleagues fairly often
with 88% saying they ask at least occasionally and close to 50% saying that ask often or all the
time. Even more telling is the fact that less than 8% said that they regularly dismiss this advice,
meaning 92% of participants are actively impacted by the recommendations of their peers.

Proving that word-of-mouth is a two way street, 94% of participants occasionally or frequently
recommend products or activities to the people they interact with. For many, the motivation is
helping others make smart decisions or enjoy an experience:

“I recommend things because I've either had really good or really bad experiences. | feel
pleased that I'm able to share the news, especially helping others experience very good
things”

“I recommend things because | like to share my experiences with others and it makes me
feel good to help people find what they are looking for.”

“If | have a good experience with a restaurant or appliance store | will tell my few close
friends. | feel I'm helping someone else spend their money wisely.”
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“I love giving suggestions if | know the person will benefit from it...it basically comes down
to one person helping another...why not?”

Even with the popularity of email and online interactions 86% of these recommendations still take
place face to face (by phone is 2" at 9%) and 67% of participants say that their opinion is usually
asked for specifically before they give it. 28% are more aggressive with their opinion, casually
dropping it into conversation.

The biggest surprise was the complete lack of trust in online communications for
recommendations, especially around social networking and user generated review sites. While a
few participants incorporated online reviews into their research process, one participant echoed
the sentiments of many by stating “Anyone can put absolutely any opinion on sites such as these
- they could even hype their own products under the guise of being an uninterested observer.
There is no way to verify the "facts.”

Younger audiences did rank these sites higher; however, they are still skeptical of trusting
information posted by other users: “There are so many strangers on them, plus it seems more
angry people post reviews than happy people. You have to be really careful who you believe on
those sites because you don't really know anything about them.”

Negative Word of Mouth

Today’s marketers acknowledge and try to influence positive word of mouth, but fear negative
word of mouth with an even greater passion.

Prior to the acceptance of the internet negative reviews had a limited shelf life and stayed within a
small group of consumers. Today these negative experiences can spread at an incredible pace
and have huge impacts on business as evidenced by the Dell customer service story (“Dell Hell”)
that generated tons of media attention and took on a life of its own in the blogosphere.

The good news for marketers is that people are generally less willing to pass on negative
opinions of companies or products than positive ones.

“It would have to be pretty bad for me to be negative. It may have just been a bad day. |
have had bad experiences and went back another time and it was great.”

“It has to be a really bad experience before | pass on a negative comment, because
everyone has different standards.”

“When | feel that | have had an unreasonably negative situation... When | experience
negative situations that don't any justification for happening, that's when | pass on my
negative feedback.”

“I have to see that my experience seems like the norm and not the result of something

else.”
All the time 20.5% 5.6%
Often 39.2% 16.5%
Occasionally 34.3% 49.5%
Not very often 6% 24.6%
Never 0% 3.9%
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Still, when asked to describe a time when they passed on a negative opinion the answers were
detailed and lengthy. For example:

“When people ask me about phone services, | steer them away from MCI. When the
business version of "the Neighborhood" plan was released a few years ago, |, as
treasurer, had my condo sign up to save about 40% off our phone bills. The 4th month,
we got a $1400 long distance bill from them for call to Europe. Their explanation was
that blocks on international calls expire every three months and...”

“I got raw chicken at Dairy Queen, | kept that to myself because mistakes happen, but the
very next time, my hamburger was raw! Then the next time, | got ice cream with
cheesecake bits that were frost bitten, now | tell everyone when the subject comes up, |
will NEVER go there again!”

“l went to Cypress Gardens a couple of years back and had a very, very horrible
experience. | posted comments online, told everyone | knew about it....and, as a result, |
know at least two friends that cancelled plans to go there.”

Category Influence

There is no question that word of mouth drives decisions more in some categories than in others
based on the purchase process and general risk associated with the decision (emotional or
financial.) The leading categories tend to fall into discretionary spending categories that are more
“experience” driven where an important event can be ruined by bad products or service (e.g.,
restaurants, travel destinations, hotels and entertainment.)

“...Anything service related because it is very subjective and there is no way to really
research that on your own ahead of time”

“ 1 am just beginning to travel abroad and want to see as many places as possible so |
feel by talking to friends, family, co-workers, acquaintances | can get the real feel of what
different countries are like and that | would enjoy visiting the most since | don't have an
unlimited budget to travel. Also people who have been to places before can often tell you
about out of the way special places.”

“l am most likely to recommend a hotel or better yet | am most likely to give my opinion of
a hotel, whether it is good or bad because there is nothing worse than booking a hotel
room by looking online or a brochure and thinking it is going to be a great place to stay
and it turns out to be a roach motel”

“ | hate spending all that money to go see a movie and having it be horrible then | feel like
| have wasted my money so it is nice to help someone possibly prevent the same
mistake, while if the movie is great | want people to know.”

Conversely categories where functional attributes are more important like clothing and airlines
rank lower. And where the financial risk is higher like vehicles or financial services, people tend
to be less likely to want to influence or be influenced. As one person said... “l recommend
entertainment most often because | don't want to affect anyone financially; they can take or leave
my opinion with no consequences.”

(See Appendix A for more verbatims about why people take recommendations in each category)
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Travel destination 48.07% 51.58%
Airline 15.44% 11.58%
Hotel 45.61% 38.60%
Rental car 7.02% 6.32%
New vehicle purchase 29.82% 20.70%
Home appliance 36.14% 26.32%
Entertainment (TV program, music, movies, book) 40% 62.81%
Restaurant 80.70% 82.46%
Consumer electronics 48.77% 33.68%
Financial services 22.46% 16.84%
Store bought food or beverage 36.84% 48.77%
Clothing 12.28% 10.18%

Category Rankings

We explored the role of word of mouth across the restaurant, travel, consumer packaged goods,
and media industries to see what products/services were most likely to be recommended and
why. Below are the rankings from each category. Contact us to read the additional questions in

a session transcript or our interactive reporting dashboard.

Restaurants

The restaurant category is perhaps the most affected
by positive and negative word of mouth at both the
local level and with chains. People are very willing to
pass on both positive and negative (67% said both),

and close to 70% who received a recommendation will

try it.

On the positive side: “If the food and service is good |
will definitely tell people, especially if it is a new place
that they may have not tried yet.”

And the negative: “l went to a local place that had just
opened. The wine glasses were dirty, | sent back
silverware, and the food was small and poorly
prepared... Everything that could go wrong went
wrong so | had to tell my friends.”

% Invoke
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27. Please rank the following restaurant brands in terms of the restaurant you would

most likely to recommend to the least likely.

Olive Garden
TGI Fridays
Cheese Cake Factory
Red Lobster
Chili's
Macaroni Grill
PF Chang's
California Pizza Kitchen
Red Robin
On the Border

None of these

Travel

Word of mouth is also incredibly important in the travel industry,
especially when it comes to destinations and hotels where people
are buying the “experience” not just a product. For this reason,
people are very willing to pass on both positive and negative (60%
said both), but recommendations aren't as blindly followed (only
20% try travel destinations/services based on a recommendation).
In more cases a positive recommendation becomes part of the
consideration set and leads to further research (28% look for more
information, 53% include it as an option).

“I told a coworker about AAA......which hooked me up with a hotel
room so incredible that | was shocked by the inexpensive price. |
was impressed by that bit of work.”

Below are the brand rankings for airlines, hotels, and rental cars.

9.61
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34. Please rank the following airline brands in terms of most
likely to recommend to least likely to recommend.

Southwest Airlines

American Airlines

Delta Airlines

United

Continental

Northwest

JetBlue

USAirways

Virgin America

Alaska Airlines

Frontier Airlines
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35. Please rank the following hotel brands in terms of most likely to
recommend to least likely to recommend.

Marriott family of hotels (Marriott, Marriott Cour  tyard,

Residence Inn, Fairfield Inn, Springhill Suites, et  c) 233

I

Hilton family of hotels (Hilton, Hilton Garden Inn ,

Doubletree, Embassy Suites, Hampton Inn, etc) 2.80

Hyatt family of hotels (Hyatt Regency, Hyatt Place

Summerfield Suites, etc) 3.56

Intercontinental Hotels (Intercontinental, Crown P laza,

Holiday Inn, Holiday Inn Express, etc) 3.78

Starwood family of hotels (Sheraton, Westin, W, Fo  ur

Points, etc) 4.10

Choice Hotels (Clarion, Comfort Inn, Sleep Inn,

Econolodge, Rodeway Inn, etc) 4.41

|

36. Please rank the following rental car brands in terms of
most likely to recommend to least likely to recommend.

Hertz
Enterprise
Avis
Budget
National
Alamo
Thrifty

Dollar 6.11
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Food and Beverage

In regards to packaged foods and beverages, word of
mouth plays the biggest role with new and/or healthy
items, and those who represent great value. Consumers
are very willing to pass on both positive and negative
(60% said both), with little variance in what types of
products they talk about. And because the risk of taking
a positive recommendation is low, people’s likelihood to
try something new is high.

“I recommend Skinny Cow ice cream because | can't
believe how good they taste when they have so few
calories. | also love the new double-churned ice creams
- they're not so bad calorie-wise, either.”

On the other hand, negative recommendations can be
very influential because bad foods can make people

physically ill. Said one participant, “| would have to get
sick from the product for me to pass on any feedback.”

42. Please rank the following categories in terms of most likely to
recommend them from most likely to least likely.

Dessert product
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Condiment, Salad Dressing, Sauce, Marinade
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Beer/Wine/Adult Beverage

Bottled Water
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Entertainment

Participants were willing to comment on wider
variety of entertainment than in other categories
to colleagues, friends, and family. In part
because there is tolerance for entertainment that
is only okay and it also because creates good
“water cooler” conversations, especially for
television. People are very willing to pass on
both positive and negative (57% said both) but
more people are only willing to pass along good
recommendations (35%) than in other
categories.

“I recommend entertainment at different levels; | don't have to have strong feelings about
it.”
“Entertainment is a very personal choice, so, if | am asked, | will state my opinion, but |

would never be proactive (except in the case of Dune, which | thought was the worst
movie ever made)”

“I watched a new TV show...and after seeing a couple of episodes, really enjoyed it. It
was creative and new. Friends trust my views in this area and as a result a few have
watched it.”

48. Please rank the following entertainment categories in terms
of the category you would be most likely to recommend to the
least likely.

Television program 2.32

I

DVD movie 2.94

Theatrical release
movie

w
o
@

Book 3.17

Music CD (download

or physical store) 4.35

Song download 5.15

‘
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In Summary

There is little doubt that this powerful source of “marketing” really drives behaviors as shown by
the fact that under 1% of participants outright ignore the advice they are given and over 60% of
people are moved to seek out information or try a product or service.

23. If you get a recommendation from a trusted source of
information, what do you typically do?

36%
33% 31%

1%
) L) L) L) 1
Try the product or Look for more Include it as an Dismiss it
activity information option

Whether you are actively creating strategies to drive word of mouth or simply relying on providing
great experiences to your customers to generate positive recommendations, the power of word of
mouth and its impact on your business can not be ignored.

About Invoke Solutions

Invoke Solutions is the leading innovator of real-time researching technologies that help
businesses gain instant insight into the opinions, views, and dynamics of their customers,
employees, and other constituents. Unlike traditional, costly, and decades old research
methodologies, Invoke’s mobile and online research platforms have been developed specifically
to provide a more engaging experience for participants and give businesses faster, more useful
results with the depth of insight needed to make important decisions.

Invoke partners with leading global research firms and Fortune 1000 companies to enable faster,
smarter decisions throughout the marketing and product innovation lifecycle. From brand
exploratory research to final communications testing and product concept tests to in-home use
studies, Invoke delivers the insight needed to move forward with confidence, faster.

For more information contact:
Josh Mendelsohn
Director of Marketing
Invoke Solutions
Josh.Mendelsohn@invoke.com
(781) 810-2710
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Appendix A: Why People Take Recommendations

People take recommendations seriously in most product categories, below is a sampling of why.

Entertainment

Travel

“If I know what a person is like and if they said they thought such-and-such a movie was
great, we'll go or put it on the list for later. This also applies to theatre, we just saw a
show last night we would never have chosen, but because of several recommendations,
we tried it, and loved it.”

“...it's usually the smallest time/money investment if it doesn't turn out to be good.”

“Entertainment is one of the things family and friends talk about often and | am influenced
by what people say.

“l am just beginning to travel abroad and want to see as many places as possible so | feel
by talking to friends, family, co-workers, acquaintances | can get the real feel of what
different countries are like and that | would enjoy visiting the most since | don't have an
unlimited budget to travel. Also people who have been to places before can often tell you
about out of the way special places.”

“First hand experiences, whether good or bad can save time and money.”

“Hotels, because the people I'd ask for advice have similar standards and | know they'd
give practical and accurate advice.”

“You want to know you're not going to waste your time by going somewhere...also, you
can plan your trip ahead of time if you get good tips.”

Consumer Electronics

“...because the technology changes so fast that | sometimes find myself at a loss as to
what is the best buy for the future , like between HD-DVD and Blue Ray.”

“Electronic devices such as TV, stereo, and large appliances are the items | know the
least about and would ask for suggestions based on their experiences with different
brands/products.”

“I'd rather have someone else invest in a product; try it out and let me know how it works
for them. I'm very skeptical when it comes to buying. You have to prove it to me!”

Restaurants

“l am most likely to take their advice for restaurants because if | don't like the restaurant, |
can always leave and try another place the next time with no real cost! It's always good
to try a new restaurant.”

“I'm not particularly knowledgeable about restaurants and I'm more willing to take advice
since it's a relatively inconsequential choice.”

“How bad can it be if it ends up being a bad choice? No big deal.”
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Store Bought Food/Beverages

“These things aren't high tickets items, so I'm not out much if my family/friends have poor
suggestions.”

“...Because I'm not risking financial loss if the item isn't as satisfying as it is to others.”

Clothing

“Probably clothing since | do not have very good fashion sense and | greatly appreciate
the opinion of others.”

“If it were left up to me- jeans and polo shirts would be formal wear. | don't have a real
flair for style.”

Home Appliances

“They can be a major purchase and you want to make sure you are going to select an
appliance that is reliable.”

They are not made like they used to be and if they have had an appliance for a while | will
seek out there opinion of the product and ask if they have had any problems or concerns
and how old is it...etc.”

Vehicles

“...Because it's a big ticket item and | want to hear from people who have experience with
a particular car that it has been a good value for them.”

“I don't know a lot about cars. But my brother, husband, and a couple of friends do so |
would start with them for ideas on what is best for me. | would go to girl friends or
acquaintances who recently purchased a vehicle for where to buy. Women are treated
very differently by car dealers and repair personnel, so their experiences would relate
more to what | should expect.”

Financial Services

“...We are talking about your assets and it is very important to get information from a
trusted source.”

“If | am told a great review about a financial advisor, services, etc., | will more likely look
into contacting that person/business myself.”
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