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more selective about which customers to focus on and what levels of service to pro-
vide. Some scholars view the Internet and other advanced technologies as changing
the customer-focus equation because organizations are now able to glean precise
data on how much business a customer generates versus the cost of customer serv-
ice. This ability to segment customers means that customers don’t have to be treat-
ed alike. Meanwhile, the Internet allows more customers to engage in low-cost self-
service that includes virtually no human contact, establishing a new technocratic
service model (Reis, Pena & Lopes, 2003). These self-service technologies allow
firms to become more service “enablers” than traditional service providers
(Raymond, 1999).

Of course, there are both real and perceived drawbacks to this model. Some
customers fear or dislike the subsequent loss of privacy, confidentiality and human
interaction and the sometimes long waits for service (Mick & Fournier, 1998).

Another implication of the new technology-based model is the increased
global reach of many businesses. Customer focus takes on different meanings or
nuances in different cultures (Zeithaml, Bitner & Gremler, 2006). Such dynamics
will continue to redefine companies’ notions of what customer focus means.

The Trend Toward Measurement

“What gets measured gets managed” is an old adage and it has certainly come to
apply to customer focus in recent decades. Measurement of the service-and-profit
relationship became a topic of interest in the 1980s, when service quality emerged
as a pivotal competitive strategy (Zeithaml, Bitner & Gremler, 2006). Today, even
better analytical and research-based data are available to help managers make serv-
ice-quality decisions and investments.

Perhaps the most widely respected approach is “return on service quality,” or
ROSQ, which was developed by Roland Rust, Anthony Zohorik and Tim
Keiningham (1994). Rust and others also looked at a common dilemma facing
executives: whether to reduce expenses through the use of quality programs such as
Six Sigma, focusing on efficiencies and cost cutting, or to build revenues through
improvements to customer service, customer satisfaction and customer retention
(Rust, Moorman & Dickson, 2002). Results show that businesses investing in
improvements in service tend to perform better and have a higher return on quality
than firms that emphasize either cost reduction alone or emphasize both revenue
expansion and cost reduction together.

Considerable research shows linkages between customer satisfaction and prof-
its (Anderson & Mittal, 2000). There’s also research demonstrating the cost advan-
tage of retaining customers. Zemke (2003) reports that “researchers consistently
find that it costs five times more to attract a new customer than it does to keep one
you already have” (Zemke, 2003).

The University of Michigan American Customer Satisfaction Index (ACSI)
has data suggesting that customer satisfaction is strongly linked to shareholder
value. Firms in the top 50% of the ACSI rankings show significantly higher share-
holder value than do firms in the bottom 50% (“Predictive,” 2004).
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Recently, balanced performance scorecards have become very popular and are
used in government, education and corporations. The four areas that are typically
analyzed in regard to the well-known Balanced Scorecard relate to customers, finan-
cials, internal processes and learning/growth (Kaplan & Norton, 1996). More recent-
ly, Kaplan and Norton (2000) have combined the Balanced Scorecard with some-
thing called Strategy Maps to provide a tool for aligning strategy with performance.

Among the tools that can be used to gauge customer service are focus groups
of employees and customers, feedback cards or electronic/voice/hard-copy ques-
tionnaires, corporate-sponsored or user-group Web sites, market surveys, customer
relationship management technology, customer satisfaction ratings and senior
management commitment to respond to customer issues. Piercy (1995) believes
that “trying to evaluate customer satisfaction, and being seen to do so, is probably
far more important than the sophistication of the techniques and methods used,”
but there’s little doubt that both the technologies and the methodologies used for
gauging customers’ attitudes will become increasingly more powerful as we proceed
into the 21st century.
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What'’s Driving or Hindering
Customer Focus Today?

This section of the report highlights (1) the primary
factors that drive customer focus in businesses,

(2) the barriers to customer focus in organizations

and (3) the factors that influence customer focus

from outside the corporations. This analysis is based
on the AMA/HRI Customer Focus Survey 2006 as well
HRZI’s environmental scan of the literature on customer
focus and a series of interviews that the AMA team
conducted with firms that excel in the area of

customer focus.
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The fact that customer focus has become a hugely important business issue became
crystal clear when the Human Resource Institute (2004) conducted its most recent
Major Issues Impacting People Management survey. It found that European respon-
dents ranked “Focus on the Customer” first out of 120 issues and North American
respondents ranked it fourth. Since then, various other surveys on issues such as
leadership and innovation have supported the preeminent importance of customer
focus in businesses today.

To glean more details about customer focus, the AMA/HRI Customer Focus
Survey 2006 asked respondents to provide feedback on a range of factors that are
driving companies to become more customer-focused. Not surprisingly, it was
found that “customer demands” tops the list. Respondents view “customer
demands” as the most important factor today and predict it will be the most
important factor 10 years into the future.

The second most highly ranked response—*“demands of end-users”—is no
doubt closely tied to “customer demands.” As the HRI/AMA team discovered in the
interview process, companies can have sophisticated ideas of what a “customer” is.
The customer may be not only the entity actually buying a product but also the
ultimate user or consumer of that product.

The table below lists other factors that drive customer focus. Although all fac-
tors are viewed as becoming more important over the next 10 years (as the mean
scores show), the changes in rank suggest which factors will become relatively more
or less important. “Technology changes,” in particular, shows a sizable jump from
the ninth most important factor today to the fifth most important in 10 years.
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Top 12 Factors Driving Companies
to Be Customer Focused, Today and in 10 Year

Today In 10 Years
Factors Rank Mean*  Rank Mean*
Customer demands 1 3.94 1 4.35
Demands of end-users 2 3.88 4 4.21
Need to be innovative 3 3.81 2 4.24
Competitive pressures 4 3.81 3 4.22
Perceived competitive advantage 5 3.72 7 4.07
Pace of change 6 3.66 6 4.09
Corporate brand image 7 3.65 8 3.99
Customers’ knowledge of 8 3.61 9 3.96
competitors' offerings
Technological changes 9 3.55 5 4.11
Customer leverage 10 3.52 11 3.83
Availability of talent skills 11 3.47 10 3.93
Legal/Regulatory requirements 12 3.47 12 3.79

*Based on a five-point scale in which 1 indicates that these factors drive customer
focus to a very small extent and 5 indicates these factors drive customer focus to a
very large extent.

Throughout the rest of this section, we will flesh out many of these customer-
focus drivers more thoroughly so that we can get a better picture of why customer
focus has become such a critical business today and why it’s likely to remain one in
the foreseeable future.

Customer Demands and Profiles

Both the literature and the AMA/HRI team’s interviews suggest that customer
demands are shifting. These days, many customers seem to “want it all.” They want
high quality and excellent service as well as low prices. They want total solutions yet
also want to be able to pick and choose. They want products to be healthy and to
appeal to their sense of self-indulgence. In short, many companies feel that cus-
tomers are becoming more demanding over time.

The demands of customers are complicated by the fact that customer pro-
files continue to change. This is due to everything from aging to immigration to
shifting attitudes. And as these shifts occur, organizations are obligated to stay
abreast of them.
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Demographics

The subject of customer demographics is a one so large and complex that it can
only be touched on here. Suffice it to say that issues such as aging and ethnicity are
just two of the issues that demographers and marketers watch closely because they
tend to influence consumer demands. In the U.S., for example, the non-Hispanic
white population continues to shrink as a total proportion of the U.S. population,
while various other ethnic groups continue to grow. One of the demographic seg-
ments being most closely watched today is the Latino ethnic group. According to
the U.S. Census Bureau, Latinos have recently become the nation’s largest minority
group, totaling 14% of the population, and their numbers are growing.

Businesses have to adjust to these new ethnic realities. Wal-Mart, for example,
has been adapting its business practices to accommodate this rising customer seg-
ment. By using advanced technologies such as inventory tracking and data-mining,
it has been trying to appeal to Latino customers. Wal-Mart offers Spanish editions
of books and movies, provides monthly ads in Spanish, distributes a free and spe-
cialized magazine called “Viviendo” and stocks products that feature Mexican folk
art and culture (NOP World, 2005; “Wal-Mart Steps Up,” 2005).

Age is another critical demographic category. Marketers often find that age is
correlated with buying habits and the speed at which people adopt new technolo-
gies. For example, while the use of electronic bill payment will continue to grow,
most of the growth will be concentrated among under-30 consumers, according to
Forrester Research, Inc. By 2010, over half (52%) of online households will partici-
pate in electronic bill presentation and payment (EBPP). But in the five-year period
from 2005 to 2010, Forrester predicts EBPP usage among the members of
Generation Y (usually defined as those born between 1984 and 2001) will jump
219% while usage among the baby boom generation is expected to grow by only
32% (“Online Bill Payment,” 2005).

A global marketplace, of course, is much more demographically diverse than a
domestic marketplace. As businesses become more global, so will the various
demographic groups that marketers and other business professionals face.

The Loyalty Factor

In our high-tech era of fast change and broadening choices, it’s critical for business-
es to understand why some customers are loyal and others are willing to go else-
where for products and services.

To help organizations better understand such behaviors, researchers S. Coyles
and T.C. Gokey have identified six loyalty categories of customers that can be seg-
mented into two groups: “loyalists” and “migrators.” The three subsets of customers
in the “loyalists” category are “emotive loyalists,” who are happy with their decision
and have no plans to change; “inertial loyalists,” who are satisfied with their initial
decision and have no reason to go to the trouble to change; and “deliberative loyal-
ists,” who continually reassess their decision and continue to be happy. The “migra-
tors” category includes “lifestyle downward migrators,” whose needs are diminished
due to individual circumstances; “deliberative downward migrators,” who have
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made a conscientious decision to change buying habits; and “dissatisfied downward
migrators,” who are unhappy with the buying experience (Foreman, 2006).

Dissatisfied customers are, of course, a major concern for businesses. After all,
when consumers are unhappy, especially concerning service, they talk, according to
a British study. Organization and people development firm TMI found that many
British consumers don’t feel companies are resolving customer complaints effec-
tively, and the word may be spreading. Half of about 2,000 consumers polled for
the 2004 National Complaints Culture Survey said complaint handling was deterio-
rating, up from 46% the previous year. What's more, over 80% of respondents said
that they would “very likely” pass on news about bad service. Only half said they
would tell others about good service, down from about 75% of customers surveyed
in 2003 (“Customer Service,” 2004; TMI, 2005).

A U.S. customer loyalty study by Accenture found similar results: whether sat-
isfied or dissatisfied, a majority of customers share their opinions about a compa-
ny’s service or products with others. More than 1,000 U.S. consumers participated
in the study, which found that, among satisfied/loyal customers, 82% would contin-
ue to make purchases, 74% would recommend the company to others and 48%
would increase purchases. Among dissatisfied customers, 68% would share negative
experiences with others, 68% would change to a different provider and 63% would
bring their complaint directly to the company (“Customer Loyalty,” 2005).

The Customization Trend

Some research indicates that brand loyalty is increasingly tied to customization.
Research by the consultancy Brand Keys suggests that between 1997 and 2005, the
relationship between customization and brand loyalty grew fivefold. The cus-
tomization phenomenon has become a real trend in the clothing, music and
telecommunications industries. In what has been coined a “mass market mutiny,”
customers are clamoring for the host of personalized products that companies are
allowing them to create. For example, customers can design their own handbags
and tennis shoes. Music lovers can create their own collections on MP3 players and
iPods, devices that they may also personalize with engravings and accessories. Cell
phone users have a plethora of ring tones and ringbacks (what the initiator of a call
hears before the recipient answers) from which to select.

“Businesses are going to customize because that’s what the consumer now
wants,” notes Fariborz Ghadar of the Center for Global Business Studies at Penn
State. “They want their sandwiches their way. They want their shirts to look a cer-
tain way” (Laue, 2005).

Even when they’re not customizing their own purchases, customers are
becoming more finicky about their buying experiences. Value and delivery topped
the list of factors about which customers are becoming more demanding, according
to a research study from the European Centre for Customer Strategies. Over 850
respondents from the UK (43%), elsewhere in Europe (32%) and other parts of the
world (25%) answered the survey conducted by Touchpaper Survey Centre. Among
the factors that responding firms felt were becoming more important were
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price/value for money, accuracy of delivery, speed of delivery, ability to get after-
sales information, product information/user instruction, purchase/ordering service,
product brand image, warranty/money-back offer and packaging (European Centre
for Customer Strategies, 2003).

Customers’ Knowledge

While the Internet certainly helps organizations reach customers, it also makes it
easier than ever for customers to take their business elsewhere, according to the Ac-
centure customer loyalty study. Of the more than 1,000 U.S. consumers participat-
ing in the June 2005 study, 61% of respondents said that having access to compa-
nies’ and their competitions’ products and services online made it easier to switch
to a different service provider. In addition, 50% said that being able to purchase
products and services online facilitated changing providers.

Accenture’s managing partner for customer relationship management,
Woodruff Driggs, said, “It's more important than ever that companies get their cus-
tomer relationships right, because with the Internet, breaking up is easier to do”
(Accenture, 2005a; “Customer Loyalty,” 2005).

Another twist in customer options is the growing market for second-hand
goods. Consumers’ buying habits are changing, leading to what Daniel Nissanoff,
author of FutureShop, calls a “temporary-ownership society, in which we buy things
with the expectation that at some point, we’ll trade up.” The popularity of eBay and
other auction sites allows consumers access to slightly used top-of-the-line mer-
chandise at reduced prices, without the “second-hand” stigma. An additional phe-
nomenon is the more than 7,000 “drop shops” that opened in the U.S. within a
two-year span, providing consumers with assistance in getting cash for goods they
no longer want. Franchises specializing in the sale of pre-owned music (e.g., CD
Warehouse) and sports equipment (e.g., Play-It-Again Sports) have become popu-
lar and successful chains. Nissanoff estimates the average U.S. household contains
$2,200 in unused items, creating an inventory of nearly half a trillion dollars.

In an interview with Time magazine, Nissanoff suggests that the historical
buying pattern of purchasing items “with the expectation that we’re going to own
them until they break or we give them away” is evolving to one in which personal
reselling takes on a larger role—a service that department stores may routinely
offer in the future (Mustafa, 2006).

The Push for Innovation
The AMA/HRI Customer Focus Survey 2006 demonstrates a very strong link
between innovation and the need to focus on customers. Not only is the “need
to be innovative” the third most highly ranked factor driving companies to be
customer-focused, but it is the second most highly ranked factor when respondents
were asked to look out 10 years in the future.

This strong connection is not a surprise in light of findings from the
AMA/HRI Innovation Survey 2006. That survey found that the need to respond to
customer demands was the single most important reason to innovate. And other

10
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As the knowledge economy evolves into an “experience economy,”
successful firms will be those that can deliver better customer
experiences by using empathy skills to build new brands or develop
new consumer experierices.

studies have found important connections as well. For example, a Conference
Board study of 100 firms, primarily from the U.S. and Europe, found that cus-
tomers figure predominantly in companies’ innovation goals for 2006. Over seven
in 10 respondents rated improving customer satisfaction via new processes (79%)
as a highly important reason for pursuing innovation. Another 73% said increasing
loyalty among current customers is a highly important driver of innovation efforts,
and 72% said identifying new customer segments is (Troy, 2004).

There are various examples of how companies are melding the impulse for
innovation with high-value information about customers. Through innovation,
companies can actually establish new customer segments or, at least, appeal to
existing ones. One example is the introduction of the “WiLL” brand in Japan. This
collaborative marketing experiment by Toyota, Matsushita and Asahi Breweries was
designed to attract a particular demographic market segment: Generation X-ers.
The products, which include an automobile model, consumer electronics, beverages
and more, took on a “lifestyle brand” and a singular, distinctive orange logo rather
than the brand of their respective manufacturers. This collaborative effort may be
one example of the demand-side innovation that is needed to compete in the
future—innovation that is more about how a company relates to its customers than
it is about the products themselves (Rayport, 2005; Mackowiak, 2006).

Innovation is increasingly about trying to connect with customers on an
emotional level. That’s a large part of so-called design thinking, or creating prod-
ucts and services with the consumer experience in mind. As the knowledge econo-
my evolves into an “experience economy,” successful firms will be those that can
deliver better customer experiences by using empathy skills to build new brands or
develop new consumer experiences. The skills needed by managers in such an en-
vironment include “heuristic” skills such as understanding, problem-solving and
empathy, according to Roger Martin, dean of the University of Toronto’s Rotman
School of Management. In fact, Martin is reconfiguring the university’s MBA pro-
gram around the principle that “design skills and business skills are converging”
(Nussbaum, 2005).

Another interesting new idea is that of segmenting customers for innovation
purposes through “outcome-based segmentation”—that is, looking at the results
that customers want to achieve. Motorola, for example, applied outcome-based seg-
mentation and found that customers could be segmented into three distinctive
groups: those seeking privacy (discreet messaging, low interceptions), those using

1
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radios for emergency purposes (clear transmissions, ability to use with gloves on)
and those with administrative uses (few calls, simple to program). Outcome-driven
innovation must consider three basic points: what it is customers want to accom-
plish through their purchase, how they measure a product’s performance and how
companies can use these measures to segment their markets and manage innova-
tion (Ulwick, 2005). Through these types of strategies, organizations are better able
to glean new ideas about innovation even as they’re better able to focus on specific
customer segments.

Competition

The AMA/HRI Customer Focus Survey 2006 found that “competitive pressures” was
ranked highly as a driver of customer focus (fourth today and third in 10 years), as
was “perceived competitive advantage” (fifth today and seventh in 10 years). In
short, today’s businesses believe that if they can figure out how to focus on and
form relationships with customers in just the right ways, they can derive a competi-
tive advantage. And, if they don’t stay close to the customer, they fear they’ll quickly
lose market share and even be driven out of business.

It's interesting to note that another factor called “global expansion” was not
highly ranked in the survey (nineteenth out of 19 factors). Perhaps the response
would have been different if the term “globalization” had been used, because other
sources—including the literature search and interviews with companies—suggest
that globalization is playing a major role in changing the approaches that organiza-
tions take to customers.

As one AMA/HRI interview subject put it, “The world is getting smaller and
brands need relevance across a wide socioeconomic and market development basis.
There is a global consumer culture that is developing and consumer products com-
panies need to understand and leverage that.” Another noted that “international
markets [represent] the biggest growth potential” for their organization.

In truth, there’s no separating competitive pressure from globalization.
Today’s competition increasingly comes from anywhere in the world. But wherever
it’s from, companies recognize they’ve got to keep tabs on competitors and react
quickly to their initiatives. This requires a solid understanding of how customers
view competitors’ products and services.

The Pace of Change
The AMA/HRI Customer Focus Survey 2006 shows that the “pace of change” is
ranked sixth as a driver of customer focus. Indeed, customers’ needs and desires are
a fast-moving target in today’s era of rapid change. Customer-service managers are
going to be challenged by changes “in the way companies do business, in the way
they interface with customers, in the way they manage customer relationships, in
the way they staff their service centers and in the way they manage their staffs,”
according to Customer Service Newsletter editor Bill Keenan (“Rising Customer
Expectations,” 2006).

The shortening of the product design and marketing cycle is a key example of

12
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the frenetic pace of change. This cycle—from idea to invention, to innovation, to
imitation—once took 30 to 40 years but is now closer to 30 to 40 weeks, according
to expert forecasters Marvin J. Cetron and Owen Davies. Technical advances such as
computer-aided design and the ability to share ideas in real time are allowing com-
panies to step up the time it takes to introduce new products to the market (Cetron
& Davies, 2005).

Customers are getting accustomed to such speed and have incorporated it
into their buying habits. Many have come to expect the speed of Internet shopping,
for example. In some cases, they can almost instantly get media-related products
thanks to the digitization of information.

Customer needs are shifting in other ways as well. In a 2005 study by the
Aberdeen Group, companies that were identified as “best in class” in terms of
their customer-service strategies noted that the business market is evolving.
Quiality customer-service is one vehicle for helping a company outpace the
competition. The study noted, for example, that compared with their counterparts
in the past, today’s customers expect service and support that is of a higher quality
and that lasts for a longer time after they’ve made their purchase (Aberdeen
Group, 2005). Accommodating such shifting customer expectations may well
provide some companies with competitive advantages.

The Brand Image

The AMA/HRI Customer Focus Survey 2006 shows that “corporate brand image” is
ranked seventh as a driver of customer focus. The desire to build and protect the
brand is clearly a priority for many companies, seen as a way to both attract and
retain customers. Married to the Brand author William J. McEwen says Gallup
research shows that customers with emotional bonds are the most profitable. They
are also more loyal, less price-sensitive, better ambassadors and more forgiving
(Robison, 2005).

Brand can be influenced by many factors, including reputation for environ-
mental and social issues. A number of surveys over the years have borne this out.
For example, a survey by Wirthlin Worldwide and LRN, a firm specializing in legal,
compliance and business ethics management and education services, suggests that
customers' views about corporate ethics and compliance are strongly related to
their decisions to purchase a company’s brand or invest in its stock. According to
the 1,001 respondents, 80% said that perceptions about a firm's ethics had an
impact on their decision to buy a product and 74% said it influenced their decision
to purchase stock (“Surveys,” 2003).

Burnishing the brand can bring new market opportunities. General Electric
(GE) is an example of a firm pursuing “green” strategies in hopes of opening up its
market in China, developing products that protect the environment better and use
energy more efficiently. A five-year investment of $1.2 billion will go toward
improving GE turbines, clean coal technology and water- and energy-saving appli-
ances, all in anticipation of a huge market for environmentally friendly products
opening up in China (Gunther, 2005).

13
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Technology

The AMA/HRI Customer Focus Survey 2006 shows that “technological changes” is
not only among the top 10 factors influencing customer focus today, it’s a factor
that jumps up to the fifth position when respondents look forward 10 years. This
makes sense since technologies are already having a major influence on customer-
focus approaches and are likely to grow considerably more sophisticated in the near
future.

CRM Tools and Choice Modeling

Customer relationship management (CRM) tools “virtually exploded” in popularity
between 2000 and 2004, according to Bain & Company’s Management Tools 2005
survey. CRM entails obtaining and analyzing massive amounts of customer data,
then crafting plans to address the results. In 2000, only about one-third (35%) of
respondent firms had CRM programs and not many were happy with the results.
However, by 2004, that proportion increased to 75%. On a 1-to-5-point scale, CRM
achieved a 3.91 satisfaction rating, according to the most recent annual global sur-
vey of 960 respondents (Rigby, 2005).

Technology is also enhancing organizations’ ability to mine CRM data to
determine individual customer usage patterns that can be used to develop cus-
tomized offerings. The ability to understand customers’ behavior toward choices is
critical and has been enhanced through the science of choice modeling (CM), the
work of Daniel McFadden, widely recognized in 2000 when he was granted the
Nobel Prize in economics.

Predicting customers’ purchasing behavior can be difficult, as various influ-
ences—such as price, quality, brand, features and more—come into play at the
same time; and customers’ decisions don’t always match companies’ predictions. A
CM approach can help measure and predict customer choices, allowing companies
to capitalize on customer feedback to create better offerings that lead to growth in
market share.

CM tools have become even more advanced in recent years. For example,
technology has replaced paper surveys with more realistic customer choice sets that
use the Web to provide choice scenarios using hyperlinks, logos, audio, video and
other technologies. Advances in statistical models use chaos theory, simulations,
algorithms and other complex procedures to connect CM with further decisions. In
addition, new choice experiments have been developed to determine the value of
incentives that may entice a customer to switch brands, thereby overcoming “iner-
tia,” or a reluctance to change (Verma & Plaschka, 2005).

Self-Service and Automation

Self-service technology is one of the factors influencing customer relationships and
expectations. An example is the use of electronic bill presentation and payment
(EBPP), which will increase to 47 million U.S. households by 2010. That’s an increase
of 75% over the number of users at the end of 2004, according to a survey of more
than 68,000 households by Forrester Research Inc. (“Online Bill Payment,” 2005).
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Additionally, more than half (54%) of Fortune 1,000 firms will be using elec-
tronic invoice presentation and payment (EIPP) applications by 2008, an increase
from the 34% using them in 2004, according to Celent, an analyst firm. The invoice
represents the most common factor behind post-sale customer interactions, so
making this core business process an interactive one can both reduce operating
costs and improve the customer experience. This enables companies to resolve dis-
putes within one billing cycle rather than over multiple cycles, as is common with
phone and mail problem-resolution processes (Divine, 2006).

The AMA/HRI Customer Focus Survey 2006 shows, however, that companies
do not see self-service technologies as having much value (ranked 57th out of 60
strategic actions) in developing and maintaining a customer focus. This lack of per-
ceived value may be a result of employees having less interaction with customers so
they themselves feel disconnected. Ultimately, customers need to determine the
value of self-service technologies, but it seems clear that organizations do not
assign much value.

Some companies are also considering more radical technological changes that
influence customer service, such as Voice over Internet Protocol (VolP) or artificial
intelligence. VoIP technology enables phones to translate voice into data, which is
transmitted over networks in the same way e-mail travels, a development that some
say may revolutionize the way call centers operate (Grant, 2004).

Meanwhile, LiveWire Logic (recently acquired by consumer interaction solu-
tion provider Astute Solutions) has created RealDialog, a product that creates virtu-
al customer service agents that use interactive text-based conversations to provide
immediate answers to customer inquiries. The technology reportedly allows repeti-
tive inquiries and requests to be handled by intelligent virtual agents, freeing
human customer service representatives to concentrate on more challenging ques-
tions (Levy, 2003; “Astute,” 2006). Some observers think that such technologies rep-
resent the future of self-service and customer-related automation.

Global Markets
“The center of economic gravity is shifting towards Eastern Europe and Asia,”
according to Jacques-Etienne de T’Serclaes of PricewaterhouseCoopers (PwC).
China, Bulgaria, India, Romania, Russia, Turkey and Vietnam, specifically, are noted
as hot retail/consumer markets, according to PwC’s report, “From Beijing to
Budapest: Winning Brands, Winning Formats.” Such markets provide ample oppor-
tunity for organizations that are ready to test the waters of international business
and, some experts say, are crucial to success.

China, in particular, is an attractive market for a number of reasons, including
a healthy economy, improvements in disposable income and new directions in con-
sumer spending habits. The Chinese are increasingly spending on communications,
transportation, recreation and health care. Eastern European nations, such as
Bulgaria and Romania, are also emerging markets, offering a natural extension to
North American firms already operating in Western Europe (Neuborne, 2006).
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Some observers believe that U.S. business is well suited to competing on this
global playing field. Washington Post columnist Sebastian Mallaby (2006) writes,
“American executive suites and MBA courses are full of talented immigrants, so
American managers think nothing of working in multicultural firms. The immi-
grants have links to their home countries, so Americans have an advantage in estab-
lishing global supply chains. The elites of Asia and Latin America compete to attend
U.S. universities so when they return to their countries, they are keener to join the
local operation of a U.S. company than of a German or Japanese one.”

But U.S. businesses are also facing a unique set of challenges in the global
marketplace in the form of anti-Americanism, which can affect U.S. brands.
Experts cite various reasons for this trend, from unhappiness with U.S. foreign poli-
cies and military actions that have emerged since the 9/11 terrorist attacks to jeal-
ousy over current and past economic triumphs (“Yankee,” 2004/2005).

What Hinders Organizations?

There are various barriers to customer focus within organizations, but the most
prominent ones are related to time, money, communication and management,
according to the AMA/HRI Customer Focus Survey 2006.

Top Five Barriers to Developing and Maintaining Customer Focus

Barriers Rank Mean*
Time pressures 1 3.50
Budget resource constraints 2 3.26
Lack of communication 3 3.24
Faulty prioritizing 4 3.12
Unclear expectations 5 3.12

* Based on a five-point scale in which 1 indicates that the factor
hinders customer focus to a very small extent and 5 indicates
the factor hinders to a very great extent.

Our scan of the literature also supports many of the survey findings. For
example, Zeithaml, Bitner & Gremler (2006) note that the primary barriers to cus-
tomer service are time, labor, equipment and facilities. A lack of effective technolo-
gy is also one of the barriers, especially to shorter wait times or even service excel-
lence (Landro, 2001).

Time and Money

The AMA/HRI survey findings suggest that some companies are not allocating
enough resources to customer-focus programs. This could be a particular problem
in areas where companies aren’t already profitable. An AMA/HRI interview subject
noted, for example, that one of the major barriers his company faces “revolves
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around our lack of profitability in some markets.” This problem “prevents us from
providing the proper service (based on our standards) due to cost pressures.”

Perhaps these types of problems create a negative feedback loop in organiza-
tions: less time and money go to less-profitable products, but these products can’t
easily become profitable because there’s a lack of customer focus. Still, it’s hard to
say how prevalent this problem is. Indeed, some experts argue that customer-focus
strategies are quite likely to draw company resources in terms of budgets, time,
effort or any other investment. “When you are competing for resources with other
business units, the most powerful argument you can make is that important cus-
tomers want it and will commit,” says Joseph L. Bower, co-editor with Clark G.
Gilbert of From Resource Allocation to Strategy, a book with contributions from
Harvard Business School professors and other scholars. Bower says the increased
focus on customers puts them squarely in the resource allocation process. Gilbert
says that this can happen at both the budgeting and the operational levels.

Customer influence also manifests itself in operational allocation decisions.
For example, a sales representative may choose to pursue customers using more
expensive print ads rather than seek new customers from online advertising that
results in a smaller margin (Lagace, 2006).

Another example of the allocation of time as a resource is the decision about
how far to go in resolving customer disputes. The vast majority of customer dis-
putes are resolved in a customer’s favor and resolution time averages four weeks.
These facts have some firms wondering if it's worth the effort. Aceva Technologies’
study found that 90% of customer disputes were settled in favor of the customer
and that 89.5% of disputes involved large accounts or large past-due accounts. At
least half of the four weeks’ time it takes to resolve a dispute, on average, is spent in
researching the details of the problem. Still, “If you chase down these disputes, it
may cost you money,” said Aceva COO Sanjay Srivastava, “but you can’t overlook
them; you certainly don’t want to set a precedent” (Calabro, 2006).

Inadequate Communication and Management

The AMA/HRI Customer Focus Survey 2006 also shows that poor communication,
faulty prioritizing and unclear expectations are top barriers to maintaining cus-
tomer focus. Much of this can be chalked up to poor management. After all, leaders
are responsible for setting the communication tempo in organizations as well as
setting priorities and clarifying expectations.

Indeed, other studies support the notion that managers too often fail to under-
stand—much less communicate—what’s going on with their customers. A survey of
230 senior executives from North America, Europe, Asia, Australia, Africa and Latin
America by global consulting firm Strativity Group, Inc., elicited responses that
don’t bode well for “walking the talk” of customer focus. According to Strativity’s
2005 Customer Experience Management Study, the majority (87.1%) of respondents
were not aware of the average annual value of a customer, 90.3% were unaware of
how much one customer complaint costs, 90% did not know the expense of resolv-
ing a complaint and 73.8% were unaware of their annual customer retention rate. In
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addition, about two-thirds (67%) of respondents said that they do not meet with
their customers often and well over half (58%) said that their firm does not have a
meaningful dialogue with customers (Strativity Group, 2006).

What'’s more, being out of touch with employees may translate into being out of
touch with customers. According to a survey by the British consulting firm Prosell,
poor leadership deteriorates the quality of customer service. Of more than 570 cus-
tomer service employees polled, 60% said the way their managers treat them influ-
ences how well they do their jobs. Results suggest that many managers fail to commu-
nicate with workers effectively, provide adequate guidance or recognize good work,
treatment that may beget poor performance (“Managers to Blame,” 2004).

One common management error is failing to give employees the authority or
resources to resolve customer problems. Some British employees feel their hands
are tied when it comes to resolving customer complaints, according to the 2004
National Complaints Culture Survey by TMI. On average, respondents handled 15
complaints each week, but in some industries, such as communications and tech-
nology, workers handled hundreds of complaints. The majority (87%) of almost
3,000 employees polled believe that handling complaints is part of their job, but
when it comes to solving those problems, only 63% said that they were able to work
out three-quarters or more of the issues that came their way (“Customer Service,”
2004; TMI, 2005).

A Shortage of Talent and Skills

As frustrated as customers may be when faced with an automated service run-
around, communicating with a human customer service representative (CSR) may
not be any more satisfying. With the outsourcing of call centers still a hotly pursued
service strategy, customers are likely to be speaking to a CSR in another part of the
world and, despite the growing proportion of such personnel with admirable
English skills, understanding the nuances of customer dissatisfaction requires a lan-
guage agility that just may not exist with many offshore workers.

The government in India says that the demand for offshore call center work-
ers there may outstrip the supply by some 260,000 workers by 2009. Despite gradu-
ating 2.5 million college students with strong English skills annually, India finds
that companies are suffering from high turnover when the top talent moves to new
opportunities. The call center industry has already absorbed many of the most
highly skilled CSRs, causing recruiters to settle for workers with less-than-ideal cre-
dentials (Gartner, 2005).

But it’s not just the language skills of offshore CSRs that are in question; even
the capabilities of home-based CSRs are being taxed. Such workers must be able to
research customer questions, handle irate callers and perhaps know how to “upsell,”
among other tasks, while achieving performance goals—sometimes with a manager
scrutinizing every word (Bailor, 2006). Considering the financial implications of a
firm’s customer service reputation, today’s CSRs have a lot on their collective plate.
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The Quality of Infrastructure

The quality of an organization’s infrastructure can also influence customer focus. By
infrastructure, we mean the business processes, information technologies and physi-
cal capital of the organization. This can especially be a problem in industries where

customer focus is affected by fluctuations in capacity, such as the hotel industry, tax
accountants, seasonal workers, commuter trains and restaurants. A lack of inventory
capability is often cited as another reason for service fluctuation (Lovelock, 1994).

Infrastructure can also influence the growing number of online sellers. An
online retailer, for example, may need to worry about infrastructure if there is a
proliferation of abandoned online shopping carts. This could well be an indication
that the organization does not understand customers’ buying cycles, according to
consultant Paul Ward of pkward.com.

Wiard suggests that the buying cycle is comprised of several steps. The poten-
tial customer starts out as a prospect, with a vague sense of need but not necessarily
an idea of how it might be satisfied. The prospect then begins to explore options.
This may be accomplished online; therefore, a company’s Web site should facilitate
exploration. At this point, Ward says, the company should be “helping them to buy,
...not trying to sell.” Next, the prospect makes a “short list,” the point where brands
play an important role. The prospect now better understands his or her needs, and
this is the point at which a company can influence purchases by differentiating
itself from the competition (Ward, 2006).

Inadequate security features are another potential cause of customer loss. Fear
of identity theft is prompting some U.S. customers to change banks and quit buy-
ing merchandise online, a recent study suggests. Financial Insights, a global research
and advisory firm, reports that even before several major identity theft cases
occurred in 2005, 6% of customers surveyed changed banks and 18% quit buying
products online because they questioned the security of personal information.
These percentages could translate into a total of 12 million and 39 million individ-
uals, respectively, nationwide (Chu, 2005).
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Elements of a Customer-Focused
Organization

Customer-focused organizations are founded on values
but those values are reflected in actions and outcomes.
The AMA/HRI Customer Focus Survey 2006,
combined with a literature review and interviews with
top companies, explored both the belief systems of
customer-focused companies and their strategies for
turning those beliefs into behaviors. Of course,

not every strategy works equally well for every
company, but this section can help businesses glean
customer-focus ideas that might be worthwhile in

their own organizations.
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Defining Customer Focus

Members of the AMA/HRI research team spoke with representatives of various
organizations that have excellent reputations for quality and customer service. We
found that some organizations have sophisticated, multidimensional ideas about
who their customers are. One major corporation, for example, notes that customers
are not only the people who consume their products but also the organizations that
directly sell those products: that is, their essential business partners. Stockholders
can also be seen as customers.

So, customer focus is the ability of an organization to efficiently and effective-
ly concentrate on the work that enhances the experiences of customers with prod-
ucts and services. Through their customer-focus efforts, companies can drive up
the value that’s received by customers. This often means gaining a good under-
standing of the various customer segments, producing quality at acceptable costs,
and delivering on all commitments. It can also mean knowing how to price and sell
the right products and services to the right customers at the right time.

Forging Values and Beliefs

Employee beliefs about customer focus can be a good predictor of actual customer satis-
faction. Surveys conducted by Sirota Consulting “almost invariably” find a correlation
between the customer focus of an organization—as determined through employee sur-

LESSONS LEARNED

m |nternal beliefs about customer
focus make a difference because
such beliefs often correlate well
with actual customer satisfaction.

m Keeping promises to customers
is viewed as the preeminent
customer-related value.

m Other factors that receive high
Customer Focus Scores are the
beliefs that:

* products/services are the best in
the industry

* the company is customer-focused

* the company offers superior
service

* the company knows its customers

veys—and customer satisfaction, as determined
through independent surveys of customers. “We
consistently find that, across various industries,
the more employees say a company is customer-
focused, the greater customer satisfaction is,”
write the authors of The Enthusiastic Employee
(Sirota, Mischkind & Meltzer, 2005, p. 316).

Indeed, the AMA/HRI Customer Focus
Survey 2006 clearly demonstrates the impor-
tance of corporate culture to customer focus.
When responding companies were asked
about what strategic actions they take in
order to develop and maintain customer
focus, various responses relating to values
and culture were near the top of the list.

To shed light on customer-related
beliefs, the AMA/HRI survey asked partici-
pants to rate these factors in terms of what
companies believe was the perceived value of

those beliefs and associated behaviors. The survey indicates that “keeping promises
to customers” is seen as a kind of cultural bedrock. This may well be related to the
desire to protect the company’s brand and reputation. Married to the Brand author
William J. McEwen has noted that building brand loyalty begins with a company’s
ability to keep its promises (Robison, 2005).
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On average, responding companies believe that they’re already doing this to a
large extent. That is, on a five-point scale, in which 1 is very little and 5 is very
much, the average extent to which companies say they’re doing this is 4.02. This
quality of “keeping promises to customers” is also seen as having the single greatest
importance of all the beliefs/behaviors listed.

Top 10 Customer-Related Beliefs, Their Perceived Value,
and Customer Focus Scores

Extent to Which  Perceived Value Customer Focus
Companies Do to Companies Scores™
Factors Rank Mean* Rank Mean* Rank Score
Keeps promises to customers 1 4.02 1 4.55 1T 18.29
Believes that our products/ 2 3.9 6 435 2 16.97
services are the best in
the industry
Believes this business 3 3.83 8  4.21 6 16.16
exists primarily to
serve customers™
Is customer-focused 4 383 4 441 3 16.89
Offers superior service 5 3.77 2 445 4 16.78
Knows our customers well 6 372 3 444 5 16.52
Is more customer-focused 7 3.1 7 429 7 1592
than our competitors
Has a good sense of how 8 365 5 436 8 1591
our customers value our
products and services
Is driven primarily by customer 9 3.61 9 419 9 15.13
satisfaction levels
Keeps promises to employees 10 3.55 10 4.05 10 14.38

* This factor was listed twice with minor variations, receiving similar responses each time.
** Based on a five-point scale in which 1 indicates very little and 5 indicates very much.

N The CF score represents the extent to which a respondent believes that his/her company is
customer-focused in regard to these factors. It is calculated by multiplying the mean of the
e xtent” and the mean of the “value.”

Amonyg the other top five most widely believed items are the belief that the
organization sees its products and services as being the best in the industry, that the
company exists primarily to serve customers, that the organization is customer-focused
and that it offers superior service. Among the other top five with the highest perceived
value are offering superior service, knowing customers well, being customer-focused,
and having a good sense of how customers value products and services.
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By asking questions in this way, the AMA/HRI survey was able to discover
that what respondents view as having the highest value does not always correlate
directly with what companies believe they are practicing most widely. For example,
the belief that “our products are the best in the industry” is relatively widespread,
but the perceived value of this belief is lower than, say, that of delivering superior
service. Generally speaking, survey respondents place the highest value on beliefs
that deal with actively knowing and serving customers.

The AMA/HRI Customer Focus Survey 2006 also looked at total customer
focus (CF) scores, which are calculated by multiplying the mean of the “extent”
and the mean of the “value.” By using this measure, the top-ranked beliefs change
somewhat but remain relatively consistent overall.

Putting Beliefs into Action

The AMA/HRI survey polled participants on a wide range of “strategic actions”
that companies use to develop and maintain customer focus. These were catego-
rized into five groupings: communication, environment/culture, HR practices,
measurement and organizational practices. We examined not only the extent to
which companies take certain actions but also the extent to which respondents
believe their organizations should take these actions.

LESSONS LEARNED

m The key strategic action that stands
out above all others is “having the
support of top management.”

m Other top strategic actions in terms
of what companies should do are:

* Having leaders set the example
with customer-focused behaviors

¢ Quickly resolving complaints

# Creating a customer-oriented
culture

# Directly asking customers about
their needs

®m Companies might be able to boost
their customer focus by closing
the gaps between things they are
doing and the things employees
believe their organizations should
be doing.

The key strategic action that stands out
above all others is “having the support of
top management.” These results suggest that
without top management’s support, it’s
extremely difficult to forge and maintain a
strong customer focus. This is not only the
strategic action that companies are most
likely to take, but also it’s the one that should
be taken, above all, according to respondents.

Even so, there’s a significant gap
between the degree to which respondents
would like to see their companies attain top
management support and the degree to
which they actually accomplish this. As we
can see by looking at the following table,
however, such gaps are common to all
strategic actions, being the difference
between respondents’ view of “real” versus
“ideal” business circumstances.
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and Maintain Customer Focus, and Their Rank and Mean in Terms of
What Respondents Think Their Companies Should Do

goals

Extent to Which Extent to Which the
the Company Does Company Should Do
Strategic Action Rank Mean* Rank Mean*
Having the support of top 1 3.77 1 4.58
management
Regularly contacting key customers 2 3.72 9 4.34
Including customers in our 3 3.68 11 4.32
corporate value statement
Staying aware of competition 4 3.65 6 4.38
Quickly resolving complaints 5 3.59 3 4.47
Creating a customer-oriented culture 6 3.50 4 4.46
Having leaders set the example 7 3.50 2 4.55
with customer-focused behaviors
Having top management visit 8 3.48 22 4.19
customer sites
Primarily competing through product 9 3.47 28 4.13
or service differentiation
Directly asking customers about 10 3.45 5 4.40
their needs
Empowering employees to solve 11 3.37 10 4.34
customer problems
Creating competitive advantage by 12 3.35 7 4.37
understanding customers' needs
Regularly measuring market share 13 3.33 37 4.00
Having top management host 14 3.27 40 3.97
customer visits
Setting clear customer satisfaction 15 3.23 14 4.27

* Based on a five-point scale in which I indicates very little and 5 indicates very much

Among the other widely used strategies are “regularly contacting key cus-

tomers,” “including customers in our corporate value statement,
the competition” and “quickly resolving complaints.” Yet, the most widely taken
actions are not always the same as the most highly esteemed ones in terms of what

respondents believe their companies should be doing.

staying aware of
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So, what are the most highly ranked strategic actions in terms of what compa-
nies should do? Rounding out the top five (in addition to having the support of top
management) are “having leaders set the example with customer-focused behav-
iors,” “quickly resolving complaints,” “creating a customer-oriented culture” and
“directly asking customers about their needs.”

Among the actions where there are relatively large divides between the extent to
which companies are doing something and the extent to which they should be doing
it are in the areas of “having leaders who set the example with customer-focused
behaviors,” “setting clear customer satisfaction goals,” “creating competitive advantage
by understanding customer needs,” “empowering employees to solve problems,”
“creating a customer-oriented culture” and “directly asking customers about needs”.

The Top 15 Strategic Actions in Terms of What Respondents
Think Their Companies Should Do to Develop and Maintain
Customer Focus, by Rank and Mean

Extent to Which the
Company Should Do
Strategic Action Rank Mean*
Having the support of top management 1 4.58
Having leaders set the example with customer-focused 2 4.55
behaviors
Quickly resolving complaints 3 4.47
Creating a customer-oriented culture 4 4.46
Directly asking customers about their needs 5 4.40
Staying aware of competition 6 4.38
Creating competitive advantage by understanding 7 4.37
customers' needs
Creating excitement among employees for our products 8 4.34
and services
Regularly contacting key customers 9 4.34
Empowering employees to solve customer problems 10 4.34
Including customers in our corporate value statement 11 4.32
Being customer focused at all customer touch points, not 12 4.30
just sales and customer service
Having a formal strategy to develop and maintain a 13 4.30
customer focus
Setting clear customer satisfaction goals 14 4.27
Regularly measuring customer service 15 4.26

* . . - . - . . .
Based on a five-point scale in which 1 indicates verv little and 5 indicates verv much.
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Leading a Customer-Focused Culture

The AMA/HRI 2006 Customer Focus Survey clearly demonstrates the critical
importance of leadership. Not only is having the support of top management
the preeminent strategic action for boosting customer focus, but having leaders
who model customer-focused behaviors received the second-highest ranking

in terms of what companies should be doing. That is, leaders not only need to
back the notion of customer focus, they must “walk the talk” of customer focus
themselves.

The AMA/HRI report also found that, when respondents were looked at in
terms of their customer focus scores and managerial positions, high-level executives
tended to provide higher scores than lower-level supervisors and managers did.
This suggests that top-level managers tend to be more optimistic about customer
focus than those who are lower in the corporate hierarchy, people who might
actually be closer to the customers. It’s possible that some executives are overly
optimistic about the day-to-day customer focus in their companies.

Accountability at the Top

Some experts think that companies should extend customer-focus responsibility up
to top levels of management. William J. McEwen, author of Married to the Brand,
discussed customer engagement in a

December 2005 interview with Gallup
Management Journal. McEwen says that
establishing a C-level “chief customer officer” ® Leadership is crucial to establishing
may be a good strategy for ensuring that a a customer-focused culture.

passion for customers permeates the organi- = Not only do leaders need to sup-
port the notion of customer focus,

LESSONS LEARNED

zation (Robison, 2005). they must “walk the talk” of cus-
Another term that’s used is chief service tomer focus themselves.

officer, or CSO. While not many U.S. firms m Some executives might be overly

employ a CSO, considerably more companies optimistic about the day-to-day

have a vice president or individual in a higher _

position in charge of service. In the best - 'S?bmfyn%/offcﬂgfolﬁi iléwisc'er?:sgst_-
firms, responsibility for customer service is ed relatively high in the corporate
vested quite high in the corporate structure, structure.

according to an August 2005 survey by the

customer focus of their companies.

Aberdeen Group. Only 5% of more than 100
respondent firms had a CSO, but 68% had a vice president or higher ranking per-
son responsible for post-sales customer service. Researchers also divided respon-
dents into three groups, based on the quality of their service management practices,
identifying them as “best in class,” “industry average” or “laggards.” Among the best
in class, 37% of respondent firms had a senior vice president or higher-ranking
person in such a position, but percentages were lower among the industry average
groups (30%) and laggards (20%) (Aberdeen Group, 2005).

Some organizations are also trying to use compensation programs to reward

customer focus up as high as the board level. The European research study men-
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tioned above—Sharing the Pleasure, Sharing the Pain—discovered that firms that
linked customer satisfaction to board compensation showed signs of being more
customer-focused. Of the 850 respondents, those who do link customer satisfac-
tion to board compensation were more likely to measure customer satisfaction
continuously or monthly than those who do not. Likewise, those that do not
link customer satisfaction to board compensation were more likely to measure
customer satisfaction annually or never. Additionally, firms that linked customer
satisfaction with board compensation were found to score more favorably on
measures of the number of complaints, product returns and referrals as well as
the level of repeat orders and sales growth rates (European Centre for Customer
Strategies, 2003).

The Proper Culture

Leadership is, of course, among the predominant drivers of corporate culture, but
it’s not the only one. The third most highly rated strategic action taken by respond-
ing companies is “including customers in our corporate values statement.” It
appears many companies try to embed a customer focus in their culture through
this sort of formal, vision-setting strategy. This is likely related to the sixth-ranked
strategic action, “creating a customer-oriented culture.”

Other strategic actions related to culture include “empowering employees to
solve customer complaints,” which was ranked 11th of 60 possible actions in terms
of what companies should do. By empowering workers, companies are able to
achieve their goal of “quickly resolving complaints,” which is the fifth-ranked strate-
gic action and the third most highly ranked action in terms of what companies
should be doing. Even the fourth-ranked strategic action—*staying aware of the
competition”—nhas a cultural dimension. After all, maintaining a corporate-wide
awareness of the competitive environment outside the company can be a difficult
challenge, one that requires top-notch business intelligence, measurement and
communication.

Communicating LESSONS LEARNED

An organization’s ability to collect, mine m Regularly contacting key customers
and disseminate information is crucial to its is the second most widely used
ability to serve the customer. The AMA/HRI customer-focus strategic action,

according to the AMA/HRI survey.

®m Companies must disseminate
customer-related information

2006 Customer Focus Survey shows that “reg-
ularly contacting key customers” is the sec-

ond most widely used strategic action (out throughout the organization.
of a total of 60) and “directly asking cus- ® Yet, companies may not be empha-
tomers about their needs” is ranked tenth. sizing internal communication

The latter is also ranked fifth overall in enough.

terms of what companies should be doing.
Of course, communicating with customers is only half the battle. Companies

must also disseminate what's learned throughout the organization. The AMA/HRI

survey data suggest, however, that companies may not be emphasizing internal
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communication enough. For example, the extent to which companies reinforce
“customer awareness and respect throughout all levels of the organization”
received a 27th ranking but was ranked 17th in terms of what companies should
be doing. Similarly, the extent to which companies are “communicating the cus-
tomer value proposition throughout the organization” is ranked 31st in terms
of the extent to which companies do it but 20th in terms of what they should
be doing.

Communication Within Organizations

Organizations can benefit by having processes in place so that employees can effec-
tively share that customer feedback, according to Russ Westcott of R.T. Westcott &
Associates and editor of the Certified Manager of Quality/Organizational Excellence
Handbook. Employee training programs should emphasize that all employees share
the role of “field listener” and have an obligation to pass along customer feedback
to the company. Of course, that means the

company must establish a process by which

employees can funnel that information to LESSONS LEARNED

someone for analysis and must designate
someone to review and follow up on the
feedback. Westcott says that employees need
to understand the positive impact that such
communications can have on the company
(Westcott, 2006).

When such processes work seamlessly,
customer service is at its best, and employees
need to know their efforts are appreciated.
Some firms recognize employees for out-
standing customer service via company
newsletters, reward ceremonies, intranet
postings or other forms of acknowledge-

®m \When internal communication is
amiss, customer service can fall
flat, and too often it is due to diffi-
culties that might easily have been
avoided.

® n the realm of customer commu-
nications, technology can be both
a blessing and a curse.

m With customers, suppliers and dis-
tributors located around the world,
organizations can tap into technol-
ogy to enable multi-party commu-
nications.

ment within the organization. Sun Microsystems, however, extends such recogni-
tion even further. President and COO Jonathan Schwartz uses blogs to applaud
exemplary customer service. His external Web log, or blog, includes a “wall of
fame” featuring e-mails from satisfied customers and giving those employees who
provided the service a pat on the back. Schwartz advises that senior executives
first establish a strategy and procedures for their blogs, and he suggests they write
all communications personally, with honesty, openness, respect and humor
(Schwartz, 2005).

When internal communication is amiss, though, customer service can fall flat,
and too often it is due to difficulties that might easily have been avoided. Only one-
third (33%) of respondents to the 2005 global Strativity Group survey said they felt
they had the tools and authority to solve customer problems, a slight increase from
the 31% who said they had what they needed in 2004 but still less than the 37%
who responded that way in 2003. The study says that firms that fail to provide
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employees with adequate resources and that replace empowerment with strict rules
demonstrate a “lack of understanding of the economics of customer relationships”
(Strativity Group, 2006).

The Information Technology Factor

In the realm of customer communications, technology can be both a blessing and
a curse. It can be used to enhance customer communications, but it can’t always
replace face-to-face, one-on-one communication. In fact, attempting to develop
close relationships via technology may not deliver the intended results, according
to Paul Nunes of Accenture. For example, companies can irk customers with
too-frequent surveys or ill-timed requests for customer information, such as
requiring a telephone number or zip code at checkout. Customers can feel at

a disadvantage when they must present multiple communication options to
businesses (phone numbers for home and office, cell numbers, e-mail addresses)
but have only an automated toll-free number as their own communication
option. Asking for feedback from customers may present a good opportunity

for companies to understand customer needs, but it can also raise expectations
about customization that may not be realistic. In addition, the same technology
that facilitates customer communication, such as message boards, also

allows competitors access to discussions about company and customer ideas
(Nunes, 2005).

Nonetheless, it’s clear that organizations should keep a close eye on emerging
technologies. Blogs, for example, are helping some companies engage in direct dia-
logue with their customers. The “blogosphere” is expanding, and some experts sug-
gest that participation may boost a firm’s public image. “Microsoft and Sun have
more than 1,000 bloggers, and the companies are becoming humanized,” notes
Shel Israel, co-author of Naked Conversations: How Blogs Are Changing the Way
Businesses Talk with Customers (Solheim, 2005).

Similar technology is being used by some companies as a low-cost means
of helping customers help themselves via Web forums. Individuals with expertise
often enjoy assisting others with problems or issues they’ve encountered and
solved. That’s one primary reason why these peer-support forums are “one of
the fastest-growing service options in technical and nontechnical industries
alike,” notes Bill Rose, head of the Service and Support Professionals Association.
Customer-service representatives can refer customers to discussions that address
their problems, instead of handling similar issues on a case-by-case basis.
Companies are also using these forums to glean valuable input about users’
expectations and ideas about product development (Lehoczky, 2005).

With customers, suppliers and distributors located around the world, organi-
zations can also tap technology to enable multiparty communications. Such “poly-
logues,” rather than one-on-one dialogues, can enhance customer communication,
according to Paul Nunes of Accenture. Nunes defines a polylogue as “a sequence of
monologues and dialogues occurring between three or more parties.” Since cus-
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tomers tend to include a number of constituents in their purchasing decisions—
such as friends, salespeople and others—organizations can facilitate and manage
these conversations. Polylogue conversations might include employees, alliance
partners, neutral parties or even competitors.

An example of a neutral party polylogue is Amazon.com’s customer reviews
of merchandise purchased from retailers or wholesalers that sell goods on its site.
Lexus provided an example of involving competitors in polylogues when it offered
a test drive of its newest model along with vehicles from two competitors. But
employees may be the most valuable component of a polylogue, creating both the
greatest risk and the greatest opportunity for developing a trusting relationship
(Nunes, 2005).

Paying Attention to Privacy

The literature shows that customer relationship management (CRM) applications
are also playing an important role in communicating customer-related information
within the company. But exactly how, when and why an organization chooses to
share customer data can be a complex decision. In our digital, online age, privacy
can be an especially major problem. This is particularly true in a global environ-
ment due to different laws and regulations.

When it comes to the privacy of online customers’ information, for example,
only 17% of corporate Web sites achieved excellence, according to the 2005 Privacy
Report from The Customer Respect Group, an international research consultancy.
More than 400 Web sites of major North American firms were analyzed on 21
online privacy issues. Factors considered in the study included how personal data
were used and the provision of opt-in versus opt-out policies. Nearly three-quarters
of firms (72%) were rated “poor” for re-using customers’ personal data for mar-
keting. Less than one-quarter of firms (23%) were rated “good,” having given users
the ability to remove personal information from the corporate database. Privacy
ratings were highest among three firms: Intel, Expedia and E-Loan (The Customer
Respect Group, 2005).

Communicating with Suppliers

CRM may provide even greater returns when organizations share relevant customer
information with suppliers, according to scholars from the University of Michigan’s
Ross School of Business. Firms using CRMs learn more about their customers’
needs and tastes as they track customer behavior and purchases across various
touch points. But a company’s investment in a CRM application can boost knowl-
edge about customers and satisfaction if they share their insight into customers
with supply-chain partners. These suppliers can respond with products and services
that are coordinated with customer needs, enabling an improved customer experi-
ence. Claes Fornell of Ross said, “Only when firms act on this knowledge by modi-
fying service delivery or introducing new products or services will they truly benefit
from their CRM applications” (“Firms Benefit,” 2006).
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Measuring Customer Focus

The Most Common Criteria

Customer communication often goes hand-in-hand with customer metrics. For
example, determining satisfaction rates, gathering customer feedback and compiling
customer complaints assume some type of communication. And these are, in fact, the
most common ways of measuring the impact of customer-focused programs, accord-
ing to the AMA/HRI 2006 Customer Focus Survey, as the following table shows.

Top Five Ways in Which Companies Measure the Impact
of Their Customer-Focus Programs

Metric Rank Mean*
Customer satisfaction 1 3.83
Customer feedback 2 3.72
Customer complaints 3 3.68
Revenues 4 3.59
Customer loyalty 5 3.56

*Based on a five-point scale in which 1 indicates very little and 5
indicates very much.

Therefore, organizations not only must open customer communication chan-
nels but must determine the best ways of measuring factors such as satisfaction and
loyalty. As previously mentioned, there’s a wide assortment of ways for companies to
get feedback and stay on top of customer complaints. The AMA/HRI survey shows
that it’s crucial not only to hear complaints but to quickly resolve them.

There are, of course, various customer-focused measurement methods and
models from which to choose. This section touches on just a few of the approaches.

Bain’s One Question/NPS

While techniques for drawing out customer satisfaction abound, a Bain & Company
study found what it considers to be the single most effective customer satisfaction
question: “How likely is it that you would recommend [company x] to a friend or
colleague?”

Survey responses from more than 4,000 customers were compared with their
actual behavior. This led Bain researchers to conclude that, across all industries, this
single question was the most effective indicator of profitable growth. Frederick F.
Reichheld of Bain presented the findings in a December 2003 Harvard Business
Review article. “When customers act as references, they do more than indicate that
they’ve received good economic value from a company; they put their own reputa-
tions on the line,” said Reichheld (2003).

The Bain study used a range of responses from zero (“not at all likely”)
to 10 (“extremely likely”) and were grouped into three clusters: “promoters,”
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the “passively satisfied,” and “detractors.” Analysts correlated “net promoters”
(percentage of promoters minus percentage of detractors) to revenue growth

for each company over three years, from 1999 to 2002, and found a strong link

in most industries. This “net-promoter score” (NPS) is trademarked by Satmetrix
Systems, Inc., and they share ownership with Bain & Company and Fred
Reichheld.

While firms often attempt to calculate the average value of a customer, that
value can differ significantly if the customer is a promoter or detractor. The reten-
tion rates of customers, margins of goods or services purchased, annual spending,
cost efficiencies of serving both types of customers and the very different effects of
word-of-mouth from promoters and detractors are some of the factors that affect
customer value. Firms must determine what strategy they need to use to raise their

NPS scores. They may want to pursue new promoters, focus on changing detrac-
tors to passives or focus on changing passives to promoters, depending on which
group of customers are more profitable (Reichheld, 2006).

Loyalty and Engagement

One tried-and-true method of measuring
customer loyalty and then targeting the most
loyal segments is via the RFM approach. This
marketing technique is “used to determine
guantitatively which customers are the best
ones by examining how recently a customer
has purchased (recency), how often they pur-
chase (frequency) and how much the cus-
tomer spends (monetary),” according to
SearchCRM.com. This approach is founded
in the idea that the majority of a company’s
business comes from only a minority of its
customers.

Another way of gauging loyalty is
through customer engagement, which repre-
sents the strength of the connection between
a customer and a brand—a connection that
can be measured in four levels, according to
Gallup research. Following is a brief descrip-

tion of those four levels of customer engagement:

LESSONS LEARNED

m Customer satisfaction is the most
widely used method of measuring
the impact of customer-focus pro-
grams, according to the AMA/HRI
survey.

® There are various methods for
gauging customer satisfaction, loy-
alty and engagement. Companies
should do their homework to find
out which are the best ones for
their businesses.

® Companies also need to determine
how often to evaluate their cus-
tomer-focus programs.

® Firms should gain a clear idea of
which customer “touch points”
they should be watching and
measuring.

m Confidence—the trust that a company will carry through with its promises.
m Integrity—the belief that a company will back its products, treat customers

fairly and resolve difficulties.

m Pride—the good feeling that accompanies a customer’s association with the

company’s brand.

m Passion—the belief that the brand is the right solution for the customer’s
needs and other replacements are not acceptable (Robison, 2005).
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Married to the Brand author William J. McEwen says Gallup research shows
that customers with emotional bonds are the most profitable. They are also more
loyal, less price-sensitive, better ambassadors and more forgiving. That emotional
bond is so important because, whether satisfied or dissatisfied, a majority of cus-
tomers will share their opinions about a company’s service or products with others.

Tracking/Reporting Customer Measures

One popular method of tying customer service to organizational goals is the
Balanced Scorecard, developed by Robert S. Kaplan and David P. Norton. The
Balanced Scorecard framework allows organizations to develop goals and measure
outcomes in four separate quadrants: a financial perspective, a customer perspec-
tive, an internal process perspective and a learning/growth perspective.

Kaplan and Norton proposed that the objectives set forth by an organization in
each of the four perspectives of the Balanced Scorecard are linked by cause-and-effect
relationships and that a strategy map can be used to help organizations execute
strategies established in the four quadrants of its Balanced Scorecard. Developing a
strategy map as a visual framework to integrate these objectives helps the organiza-
tion focus on mobilizing the capabilities of intangible assets to create value (Kaplan &
Norton, 2000). The customer component of the strategy map represents what it is the
organization wishes to achieve for its shareholders while the internal processes repre-
sent how employees will implement the strategy (Kaplan, 2004).

While some organizations use the Balanced Scorecard methodology, any
scorecard that reflects the firm’s needs and is integrated into its culture can help
guide employee performance toward customer service. Scorecards help to ensure
that all employees have access to and can respond to key feedback data, acting as a
“compass” to direct daily decision-making. The scorecard should represent the key
measures that can influence employee behavior toward the accomplishment of
organizational goals. Managers should make regular use of scorecard feedback dur-
ing staff meetings, both to communicate positive results and to use negative results
as a red flag indicating that some changes are needed (“Applying,” 2006).

The Organizational Capabilities Index (OCI) is another tool that examines
how well a firm aligns its human capital with its customer focus strategies and four
other key areas. The five components of the OCI are strategic alignment, customer
focus alignment, leadership and talent management alignment, performance align-
ment and cultural alignment. The OCI works like a “global positioning system” to
provide organizations with a map that highlights where the company is in relation
to the business environment and what its potential next moves might be in order to
execute its strategy (Jamrog & Overholt, 2004).

Intervals and Touch Points
An important measurement dimension that companies need to consider is the
interval at which firms should evaluate the effectiveness of their customer-relation-
ship efforts. One-quarter (25%) do so constantly, according to a poll by Optimize
magazine. Smaller proportions reported doing so on a less-frequent basis, such as
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quarterly (22%), annually (18%), monthly (15%), semi-monthly (5%) or weekly
(3%). Twelve percent of the 200 business and technology professionals who
responded said they did not conduct such evaluations at all (Violino, 2005).

Another dimension to consider are the “touch points” at which the customer
experience can be measured. Consultant Paul Ward of pkward.com says such meas-
urements can come through customer surveys or interviews and they provide
opportunities for comparisons after process improvements are introduced.
Following are the selected measures Ward (2006) suggests:

m Process measures—This looks at factors such as whether there are sufficient
methods for helping customers to locate the product’s benefits and services
and to get help when needed.

m Benchmark measures—This looks at factors such as the speed at which
customers can find needed information or the number of options for
providing feedback.

m Milestone measures—This looks at data related to first business contact and
first help request, such as method used and relative timing.

Customer profitability and return on invested capital are measures that few
firms regularly calculate, but some organizations are starting to use these measures
as a way to segment customers, according to academic experts Larry Selden of
Columbia and lan C. MacMillan of Wharton (Selden & MacMillan, 2006).

Managing a Customer-Focused Workforce

The AMA/HRI Customer Focus Survey 2006 found that HR practices are not, as the
research team defined them, at the top of the list of strategic actions geared toward
customer focus. The strategic HR actions used to the greatest extent are “expecting
employees to anticipate customer needs” (ranked 19th overall) and “hiring cus-
tomer-oriented employees” (ranked 23rd). Of course, it can be argued that some of
the more highly ranked strategic actions previously mentioned, such as “creating a
customer-oriented culture” (ranked sixth), hinge on excellent HR practices. Indeed,
the AMA/HRI scan of the literature as well as the interviews we conducted show
that HR programs play a major role in creating a culture of customer focus.
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The Top Seven HR Practices in Terms of What Companies Do
to Develop and Maintain Customer Focus, and Their Rank and
Mean in Terms of What Respondents Think Their Companies Should Do

Extent to Which Extent to Which the
the Company Does Company Should Do
HR Practices Rank Mean* Rank Mean*
Expecting employees to anticipate 1 3.14 3 4.14
customer needs
Hiring customer-oriented employees 2 3.13 4 4.11

Providing customer-oriented 3 2.86 1 4.22
employee training

Rewarding employees for desired 4 2.86 2 4.15
customer-focus behaviors

Leveraging workforce diversity to 5 2.85 6 3.93
better understand customer needs

Making customer focus a criterion 6 2.73 7 3.91
for advancement

Rewarding employees for resolving 7 2.68 5 3.95
customer issues

The Impact of HR

To ensure that employees can “anticipate customer needs,” HR must understand
those needs themselves. In fact, HR professionals in the best-performing firms are
more knowledgeable about their customers and their investors than those in low-
performing companies, argue Dave Ulrich and Wayne Brockbank (2005), co-authors
of The HR Value Proposition and professors at the University of Michigan’s Ross
School of Business. It is important that this customer knowledge be built into HR
practices, say these two experts, because successful implementation of an initiative

is not enough; it is only when such actions “create a sustainable competitive advan-
tage” that the firm realizes any value.

To deliver that value, HR can build customer expertise in five ways, according

to Ulrich and Brockbank:

m Build “customer literacy” by learning the firm’s major customers, potential
customers, market segments, buyers, customers’ buying habits, customer
touch points and other related knowledge.

m Get into the mind frame of a customer and of a competitor to understand
what makes the customer experience worthwhile.

m Become familiar with the new measure called “customer share.” This is
different from market share in that it looks at the proportion of dollars that
target customers spend with your firm as opposed to the competition.

m Get all of HR practices—staffing, training, rewards, communication,
governance and others—aligned with creating value for customers.
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m Involve customers in HR practices to increase engagement. Ask them to
participate in performance measures, make suggestions for training
programs, contribute statements for communication tools and otherwise

take an active role with the firm.

Training/Development

The AMA/HRI survey shows that, although training is not the top-ranked HR
practice in terms of the extent to which companies are doing it, it is ranked first in
terms of what firms should be doing. The literature on training also suggests that

companies could do more to train employees
in the art of customer service.

Although most firms provide customer
service training, such training does not com-
prise a large portion of the total training
offered to employees. The majority (82%) of
surveyed U.S. companies provide some form
of customer service training, according to
Training magazine’s “Industry Report 2005.”

But, on average, companies devoted
only about 7% of their training to customer
service-related topics in 2005, according
to the American Society for Training &
Development. The organization polled 188
firms about their 2005 training plans, and
respondents averaged 7.43% of training con-
tent for customer service training. Firms in
the financial, insurance and real estate sector
committed a larger percentage of their learn-
ing content to customer service (9.55%) than
did firms in other sectors in 2005, according
to ASTD’s data from 281 U.S. “Benchmarking
Service” organizations (Sugrue & Rivera,
2005).

LESSONS LEARNED

m Expecting employees to anticipate
customer needs is the most exten-
sively used HR strategic action,
according to the AMA/HRI survey.

® Providing customer-oriented
employee training is the top-
ranked HR action in terms of what
companies should be doing,
according to the survey.

m Rewarding employees for desired
customer-focus behaviors is ranked
second in terms of HR actions that
companies should take to develop
and maintain their customer focus.

B Some research indicates that HR
professionals in the best-perform-
ing firms are more knowledgeable
about their customers and their
investors than those in low-per-
forming companies.

B Retaining exemplary customer
service talent can save companies
a great deal of money.

One firm that created a customer service training program with a unique
approach is Texas Instruments (TI). Tl boosted customer service and enhanced
teamwork by creating a training program that puts top management in the cus-
tomer’s position. With the help of BTS, a firm specializing in customized training
simulations, the employer created a customer-loyalty boot camp. Executives team
up and participate in simulations that condense the two- to three-year process of
product development and market delivery into several days. They are challenged by
bad service from suppliers, poor relationships with buyers and a host of other frus-
trations. At the end of the program and, as a dose of reality, participants view
videotaped interviews with T1 customers who received poor service, including
Nokia and Nortel. TI launched the program in 2002, and by 2004, over 2,000
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employees had completed the training. The simulation has been credited, in part,
for improving TI's ranking among semiconductor manufacturers from fifth in 1999
to fourth in 2003 and for boosting it to the top ranking as a supplier of wireless-
communication chips, capturing 17% of the market share in 2004 (Celaschi, 2004).

Recruitment and Retention

The AMA/HRI Customer Focus Survey 2006 found that “hiring customer-oriented
employees” is the second most highly ranked HR strategic action in terms of what
companies do to develop and maintain their customer focus. This survey finding
supports other literature suggesting that hiring loyal, customer-oriented workers
can make a significant difference in customer satisfaction and loyalty.

A review of the literature pertaining to what individual traits, abilities and
personality types are most successful in the customer-focus field was presented by
Overholt and Granell (2002). They found that such individuals should be focused
on both teamwork and collaboration, have a high degree of attention to detail and
be motivated to quickly seek out, find and communicate correct information.
Personality traits that assist an individual to be effective include being energetic,
innovative, flexible, achievement-oriented, performance-driven, stress-tolerant and
non-defensive. Other important traits are having solid interpersonal skills, a pleas-
ant disposition, a service mindset and a desire to work with people. Obviously, it
can also help to be a good listener and one who can empathize with the customer.

In addition, Overholt and Granell identified desired experience and compe-
tencies in customer-focused employees, including experience in delivering cus-
tomer-focused strategies, being quality-oriented and having a service and sales apti-
tude, problem-solving skills and technical skills. It also helps if they have had expe-
rience in different jobs, experience in a given industry and customer and service
experience.

Loyalty to the company can also be an important characteristic of such work-
ers. Loyal employees tend to deliver quality customer service and build a base of
loyal customers, suggests Ron Morris, author of The Power of Wow! Customer
Service. Employees, he notes, are the key internal customers, and how they relate to
the customer base is critical. Morris says that three points are important in estab-
lishing a workforce that will foster customer loyalty: paying more attention to peo-
ple than processes, hiring the best individuals and giving regular, positive feedback
to those who excel (“Are Your Employees,” 2005).

One firm exemplifying this is The Container Store, included in Fortune maga-
zine’s “100 Best Companies to Work for in America” for the past five years. The
firm promotes quality service by offering competitive salaries, generous benefits,
employee development programs, training and flexibility, reports CEO and
cofounder Kip Tindell. In short, the company strives to be an employer of choice
that will attract and retain the best in the business. The firm pays 50% to 100%
more than the industry average for all positions, starting sales clerks at about
$40,000 a year. It also provides health, dental and vacation benefits to both full- and
part-timers, as well as 235 hours of training to workers during their first year on
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the job. The company has received accolades for its quality customer service.
“Nothing is more important to a retailer than its talent,” says Tindell (Wilson, 2004;
Nelson, 2005).

Retaining exemplary customer service talent means a lot to a company, finan-
cially speaking. The cost of just one call center vacancy totals almost as much as
such an employee’s annual salary, according to University of Kansas research. The
model, developed by Steven and Barbara Hillmer, addresses both tangible and
intangible expenses. Tangible costs include items such as screening, interviewing,
testing and salary paid during orientation and training. Intangible costs include
items such as lower productivity compared with an experienced CSR, a higher error
rate, additional supervision and coaching and overtime paid to existing staff during
the learning curve. Based on operation expenses for a smaller center with 31
employees and four supervisors, a single departure costs $21,551, compared with
the yearly salary of $26,520 (Hillmer, Hillmer, & McRoberts, 2004).

Retaining customer service talent will become an even greater challenge in the
future, predicts Customer Service Newsletter editor Bill Keenan. Organizations will
need to supplement reward programs with intangibles such as career growth and a
pleasing work environment (“Rising Customer Expectations,” 2006).

In the recruitment and retention processes, organizations will also need to
keep in mind that a diverse workforce will be important to having a diverse cus-
tomer base. The value of workforce diversity spills over into customer mix, vendor
mix and board representation as well. When diverse employees relate to diverse cus-
tomers, companies can tap into new product ideas and markets (Lockwood, 2005).

Performance/Rewards

The AMA/HRI Customer Focus Survey 2006 found that, among HR strategic
actions, “rewarding employees for desired customer focus behaviors” is ranked 2nd
in terms of what companies should do to develop and maintain their customer
focus. Indeed, the best performing organizations recognize and reward customer
service and take care of their staff as well as their customers, suggests a 2005 UK
study from the Chartered Institute of Personnel and Development (CIPD). Aston
Business School conducted the year-long study of 580 customer service staff mem-
bers in 22 sites from 15 organizations. It found that five organizations rose to the
top in terms of customer satisfaction and service and that there were specific
rewards that differentiated these leaders from the other firms: individual perform-
ance-related pay programs (60% of top five versus 29% of others); team/collective
bonus plans (60%, 12%); team and individual recognition programs (100%; 12%);
company pension (100%; 71%); and company “restaurant” (100%; 53%) (Brown &
West, 2005).

The UK study also found that the best-performing firms recognized and
rewarded customer service performance through both fixed and variable pay plans,
cash and noncash incentives and individual and team rewards. For example, one
firm conducts an annual “Oscars” celebration to reward performance. A line man-
ager with another employer chose immediate rewards such as flowers, dinner or
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wine, saying, “It’s little things, but things that are in the control of the manager, so
it happens instantaneously and everyone knows why.”

In addition, the study looked at the differences or commonalities in the pay
and benefit structures between management staff and front-line customer service
employees. The pay structures at the best-performing firms averaged an 88% “har-
monization” score and their benefits averaged 84%, both far higher than the scores
of other firms. Such perceptions of fairness can go a long way toward creating an
environment where employees feel valued.

Another CIPD study found that organizational effectiveness is enhanced
when excellence in customer service is recognized and rewarded. This one-year
study of 800 customer service staff and managers in 22 sites was the basis for a
report commissioned by CIPD and the Institute of Customer Service, Rewarding
Customer Service? Using Reward and Recognition to Deliver Your Customer Service
Strategy. Among the best practices noted were team-based rewards, supervisors who
value staff, career growth opportunities, work-life balance, the involvement of cus-
tomer service staff in decisions related to their work environment and basing vari-
able pay on customer satisfaction and quality of service rather than only on pro-
ductivity measures (Chartered Institute of Personnel and Development, 2005).

A U.S. study found that spot cash awards was the most popular reward-relat-
ed method used to attract and retain customer service employees, with 70% of
respondents offering them, according to results presented in IOMA’s Report on
Salary Surveys. Other rewards used for customer service employees were sign-on
bonuses (18%), project milestone awards (18%) and better pay increases (7%),
according to Mercer Human Resource Consulting’s 2005/2006 U.S. Compensation
Planning Survey (IOMA, 2005).

While incentive programs based on customer feedback are important, compa-
nies must take care in determining how they are structured. For example, rewards
based on reducing customer complaints could result in employees failing to report
complaints, thereby depriving the organization of the opportunity to improve and
show the customer its commitment. A better reward program may be to base
incentives on improving customer satisfaction (Westcott, 2006).

Other Organizational Practices

All of the aforementioned strategic actions are, of course, organizational practices,
but the AMA/HRI team did set aside a subset that we specifically designated
“organizational practices,” as can be seen in the following table:
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The Top 15 Organizational Practices in Terms of What Companies Do to Develop
and Maintain Customer Focus, and Their Rank and Mean in Terms of
What Respondents Think Their Companies Should Do

Extent to Which Extent to Which the
the Company Does Company Should Do
Organizational Practices Rank Mean* Rank Mean*
Regularly contacting key customers 1 3.72 3 4.34
Quickly resolving complaints 2 3.59 1 4.47
Having top management visit 3 3.48 8 4.19
customer sites
Primarily competing through product 4 3.47 11 413
or service differentiation
Creating competitive advantage by 5 3.35 2 4.37
understanding customers’ needs
Having top management host 6 3.27 14 3.97
customer visits
Setting clear customer 7 3.23 6 4.27
satisfaction goals
Responding to demands for 8 3.21 20 3.76
customization/personalization
Developing products and services 9 3.20 12 413
based on market and customer
information
Using customer needs to 10 3.15 10 4.18
drive innovation
Using cross-functional teams for 11 3.14 13 3.98
product design
Being customer focused at all 12 3.12 4 4.30
customer touch points, not just
sales and customer service
Having a formal strategy to develop 13 3.12 5 4.30
and maintain a customer focus
Aligning internal systems processes 14 3.1 9 418
with customer needs
Having a clearly defined customer 15 3.11 7 4.24
value proposition

* Based on a five-point scale in which 1 indicates very little and 5 indicates very much
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Although some of these practices have been discussed already, others warrant
mentioning. It’s interesting to note, for example, that respondents tend to believe that
their companies should do more than they apparently are doing to be “customer-
focused at all customer touch points, not just sales and service” and to align “internal
systems processes with customer needs.” These findings suggest that there’s a need for
companies to view customer focus more “holistically,” integrating this focus not only
into all the customer touch points but also into the internal corporate systems.
Customer focus should not be limited to sales, customer service and marketing. In
fact, suggests these data, it should be integrated into other crucial processes, especially
product design and innovation.

Alignment and Service Inventories

This impulse toward greater organizational alignment also showed up in the
AMA/HRI review of the literature. Both product and service enterprises benefit by
ensuring that organizational processes align with the customer. One example of this

LESSONS LEARNED

® Customer needs should play a
significant role in the innovation
process, but companies need to
recognize the hazards of relying
too heavily on customers for
innovation.

® Organizations generally need to
do a better job of aligning internal
systems with customer needs.

® The design of a loyalty program
will depend on exactly what a
company wants the program to
accomplish.

® Technology and customization,
while important, could be overrat-
ed as ways of boosting customer
focus.

is the creation of a so-called service invento-
ry (Chopra & Lariviere, 2005). A service
inventory “includes all process steps that are
completed prior to the customer’s arrival”
and might allow firms to provide customers
with quicker service at a lower price with
better quality and more variety, according to
academicians at Northwestern University’s
Kellogg School of Management.

In building a service inventory, firms
“stock” as much of the front-end work as
possible, usually through the storage of
information, before the customer arrives.
Examples include pre-registration of a hotel
guest or a hospital patient.

When the more difficult customer
information is collected ahead of time, such
as in a hotel registration process, front-end
customer service personnel can expedite

service and demonstrate more productivity and flexibility. In addition, firms can

provide customers with opportunities to customize their service experience, such as
a hotel guest specifying a preference for foam or feather pillows or requesting prox-
imity to elevators. Firms can encourage customers to use a service inventory
process by charging higher fees to those who don't or by structuring the program as
a reward to help retain the most valuable customers (Chopra & Lariviere, 2005).

Involving Customers in Innovation
Another AMA/HRI survey finding is the trend toward user-led innovation, whereby
organizations harvest customers’ ideas and feedback in product development and
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modification. “Developing products and services based on market and customer
information” and “using customer needs to drive innovation” received the ninth
and tenth rankings in the subgroup known as Organizational Practices. It’s interest-
ing to note, however, that “responding to demands for customization/personaliza-
tion” received a relatively high ranking in terms of what companies are doing but

a relatively low one in terms of what companies should be doing. Perhaps the
virtues of customization and personalization have been oversold as a customer
focus strategy.

There’s no denying, however, the impact of customers on innovation. “Not
only is the customer king: now he is market research head, R&D chief and product-
development manager, t00,” The Economist reports. This concept is not entirely
new, but two factors are helping companies obtain and implement input from “lead
users” or “luminaries”: the prevalence of online communities and more sophisticat-
ed and simpler design tools, suggests Eric von Hippel of MIT, author of
Democratizing Innovation. Efforts based on this strategy have a “much higher rate
of success,” von Hippel notes, and customers often contribute their creativity free of
charge (“The Rise,” 2005).

BMW is one example of a firm tapping the creativity of its customers and
using their input to develop new products, reports Joerg Riemann, head of market-
ing innovation management. Beginning in 2003, the automaker offered a toolkit on
its Web site, enabling customers to brainstorm and share ideas about how to mesh
telematics (computer and telecom technology) with online services in their luxury
models. About 1,000 customers participated in the initiative. BMW selected the 15
best ideas and invited these individuals to meet with the Munich engineering staff.
The fruits of their interaction are now in the prototype stage and, what’s more, par-
ticipants offered their innovations free of charge (“The Rise,” 2005).

But involving the customer in product or service solutions can be problemat-
ic, according to A.W. Ulwick. Problems arise when organizations ask the wrong
questions of their customers or when they expect the customer to provide the com-
pany with a solution. Ulwick suggests that determining customers’ needs and
desired outcomes drives the nature of the company’s questions. Customer-generat-
ed solutions can slow innovation efforts, since customers may not be familiar with
how technology might be used, thereby resulting in the suggestion of incremental
changes rather than more radical ideas. Customers can also lead companies down
the path of copy-cat products, increasing competition. In addition, those designat-
ed as “lead users” can drown out the voices of average consumers who may be more
representative of the market. Also, customers may do an about-face when their sug-
gested product enhancements lead to higher prices (Foreman, 2006).

Establishing Customer Loyalty Programs
Some firms use “loyalty programs” to engage customers and entice them to stay.
But organizations need to determine what it is they want their loyalty program to
accomplish before they can design one or evaluate its effectiveness, say marketing
experts Joseph C. Nunes of the Marshall School of Business and Xavier Dreze of
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A multi-tiered loyalty program is useful for encouraging customers to
increase their purchases beyond what they may have otherwise made.

Wharton. In a 2006 Harvard Business Review article, they described how loyalty
programs can be designed to benefit organizations.

For instance, one way a loyalty program can work is to make it difficult for
customers to leave. So-called barriers to exit are particularly effective in buying sce-
narios where customers usually rely on only one provider, such as a mobile phone
service provider. Programs that provide points for every dollar spent may cause
customers to hesitate changing providers if they would have to leave those unused
points behind.

Point systems are also effective in encouraging customers to direct more of
their purchases to a single provider. Food, gasoline and credit card purchases are
examples of the frequent, multiple purchases that customers might consolidate in
order to take advantage of a point system. A multi-tiered loyalty program is useful
for encouraging customers to increase their purchases beyond what they may have
otherwise made. Since each tier of purchasing activity brings with it higher levels of
benefits, customers may buy more either to boost themselves into the next layer
or to maintain their current level of benefits.

Loyalty programs can also provide organizations an opportunity to learn
more about customer behavior. The data collected by such programs provide firms
with insight about customer preferences that facilitate the company’s tailoring pro-
motions specifically for individual customers.

Some loyalty programs are structured to provide the organization with a
profit. For example, American Airlines’ Advantage program allows other
companies to purchase miles to provide their own customers with rewards.
Marriott allows customers to shop at Best Buy, the Gap, Target and other stores
to collect points redeemable for a future Marriott booking (Nunes & Dréze, 2006).

But loyalty programs alone won't retain customers if customer service is lack-
ing. In fact, lackluster customer service is what prompts nearly half of unsatisfied
patrons to take their business elsewhere, according to a survey by Accenture (2005b).

Use of Technology
The AMA/HRI research team discovered something of a disconnect between the
findings of the Customer Focus Survey 2006 and our scan of the customer focus lit-
erature. The survey indicates that responding companies are not using technologies
such as CRM as a customer focus strategy to a great extent. Respondents ranked
“using technology (e.g., CRM software) to manage our customer relationships”
48th out of 60 strategic actions. And, judging from its relative rank in terms of
what companies should be doing (47th), there does not seem to be much urgency
in terms of using it differently.
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The literature, however, suggests that many firms that have launched
customer-relationship programs along with enhanced technology are reaping posi-
tive results on several fronts. Based on feedback from 200 business and technology
professionals polled in June 2005, a survey by Optimize magazine shows that a
greater level of customer satisfaction is one of the primary advantages of such pro-
grams, with 73% of respondents citing this advantage. Other advantages of CRM
programs and enhanced technology are improvements in customer loyalty or reten-
tion (56%), lower operating expenses (51%) and more power to meet customer
expectations (51%) (Violino, 2005).

The proper use of customer-related technologies can be especially important
to companies doing business online. Generally speaking, customer service in e-
business seems to be improving, according to the University of Michigan’s
American Customer Service Index (ACSI). The e-business industry ranked 75.9 on
the ACSI scale of 100 points in 2005, up 4.7% from the previous year and 20.5%
from 2000. What's more, 2005 was the first time that e-business exceeded the
national ACSI average for all businesses (73.1). Industry leaders include Google,
Apple and Yahoo (McCullough, 2005).
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Customer Focus in the Future

The AMA/HRI project team arrived at six broad
assumptions about the future. These assumptions
contain the kinds of factors that are likely to influence
companies’ focus on the customer in coming years.
The team used the underpinnings of these assump-
tions when considering how customer focus strategies

might evolve over the next decade or more.
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Assumptions for the Future

Technology

As reported earlier, technology has already had a major impact on customer service.
There has been a dramatic increase in customer relationship management (CRM)
tools, online retailing, online self-service and computer-enhanced statistical modeling.
Some scholars believe that we've already entered an era characterized by a “technocrat-
ic model of service ... made possible by the Internet” (Reis, Pena & Lopes, 2003).

Such tools will become increasingly sophisticated, and their use will likely
expand in the future as they become available to businesses of all sizes and in all
nations. This will make it easier for businesses to predict customer behavior, seg-
ment and service their markets, increase the speed of innovation and get to market
more quickly. It may also, however, make for an even shorter shelf life for fast-
evolving products and services.

Internet telephony is likely to make voice communication with customers
much less expensive, and better voice recognition software will allow more automa-
tion of customer services. Some predict that radio frequency identification (RFID)
technology will make it easier for companies to identify customers, allow customers
to check out of stores more easily and perhaps even “personalize” prices for them,
depending on their buying habits and store loyalty. Robots will likely get better at
providing services in both homes and places of business.

Some experts also believe that as rapid prototyping technology improves, cus-
tomers may be able to “print” some replacement parts or other products in their
own facilities, neighborhoods or, eventually, even homes. The combination of
information technologies, design technologies and materials sciences may also lead
to strange new designs. “Soon more and more objects will be made in the other-
worldly shapes of computerized curves,” reports The New York Times (Rawsthorn,
2006). Therefore, customers are likely to have many more design options in the fu-
ture, and customization could be possible at much lower prices.

Communication is already becoming more personalized via certain services
that provide only the kind of information subscribers want. Perhaps a deep knowl-
edge of individual needs will allow companies to retain customers. On the other
hand, the Internet gives customers more choices, allowing them to quickly locate
the lowest prices. This may well make them less loyal and more price conscious in
the future unless companies can distinguish themselves via quality, service or other
factors attractive to customers.

Globalization

This will have a strong influence on the future of customer service. Companies will,
of course, increasingly customize products and services to meet specific cultural
and regional needs. Asia will be home to burgeoning markets over the next decade,
giving those consumers great clout in the marketplace. It's possible that consumer
trends will be set there and Asia could, thanks to its enormous and increasingly
skilled labor pool, become a center of innovation.
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Nonetheless, because technology allows for greater customization, there
should be greater sensitivity to local markets all around the world. To compete
well, companies will need “human intelligence” on the ground to keep track of
fashion trends, cultural proclivities and the like. In other words, technology alone
will not be enough in a multicultural world. Companies will need to be sensitive
to the needs and desires of highly diverse markets, and they will need a highly di-
verse workforce—whether contingent or traditional—to understand and service
those markets.

Global economic disparities among nations might start to close as Asia
becomes richer, but disparities among individuals will continue to be large.
Therefore, more companies will need to learn how to market and sell to not only
ethnically but economically diverse populations. Larger organizations will need to
understand and accommodate complex market segmentation.

Global political tensions will influence the degree to which relatively seamless
global marketplaces can be maintained. As the demand for scarce resources such as
oil grows, international tension may mount. And as China and India become
wealthier, they may vie for greater political and cultural power. In combination
with terrorism or other disasters, such factors could lead to military threats or con-
flicts, potentially shaking up and even dislocating world markets. This could dis-
rupt global supply chains, affecting customers all over the world.

Customers
Not only will customers be more economically and culturally diverse in a global
marketplace, but the roles of customers will continue to shift.

Changing Roles. Companies increasingly view some customers as partners in
the innovation process rather than as passive receivers of goods or services. So, cus-
tomer focus may increasingly come to mean not only serving customers well but
leveraging the power of customers.

In some cases, customers are creating the product itself. Take the multiplayer
online game “Second Life,” for example. In this “game,” which is a kind of virtual
world, it is the players themselves who build the game. As BusinessWeek reports, “In
fact, it’s a stretch to call it a game because the residents, as players prefer to be
called, create everything. Unlike in other virtual worlds, Second Life’s technology
lets people create objects like clothes or storefronts from scratch, LEGO-style,
rather than simply pluck avatar outfits or ready-made buildings from a menu. That
means residents can build anything they can imagine, from notary services to can-
dles that burn down to pools of wax.” The players of the game actually get to
“retain full ownership of their virtual creations” and can sell their creations and
services to other players (Hof, 2006). In short, the customers have not only a cre-
ative stake in the business but potentially a financial stake as well. Such arrange-
ments may be one model for the future.

Customer focus will also depend on specific business models. While some
companies provide goods or services, others serve a different role, such as “enabler”
or “facilitator.” For example, the Web site Expedia.com describes itself as delivering
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“consumers everything they need for researching, planning, and purchasing a whole
trip.” It facilitates travel rather than offering transportation. Although there will be
similarities among them, organizations that facilitate are bound to forge different
customer relationships than companies that produce.

In some instances, customers will literally compete against the organizations
that wish to serve them. For example, the people who work on creating and modi-
fying open-source software (that is, software in which the source code is available to
the public) may also be buyers of commercial software. The open-source concept
can be applied to other types of intellectual property as well, so tomorrow’s innova-
tors in a variety of industries could have to compete against open-source innova-
tors and entrepreneurs.

More Segmentation. Of course, customer segmentation is already a fact in
business life, but segmenting customers by profitability or by return on invested
capital seems likely to increase. Today, relatively few firms regularly use these meas-
ures, according to academic experts Larry Selden of Columbia and lan C.
MacMillan of Wharton. Such segmentation is important, however, because the top
layer of customers typically generates the majority of company profits. Some firms
have organized around customer profitability segments instead of traditional busi-
ness units such as function, product or geographic location. These trailblazers—
including Best Buy, Dell and Royal Bank of Canada—have designated leaders for
each customer segment business unit who are responsible for strategy development,
customer satisfaction and financial performance of their respective units (Selden &
MacMillan, 2006).

It’s likely that tomorrow’s businesses will also have a clearer idea about the
attitudes that customers hold and how to relate to everything from personal values
to age. Younger customers, for example, may have an entirely different view of brand
loyalty than older ones, and they’re certainly likely to have a different set of consumer
values. At least in the U.S., the younger generations thrive amid peer networks that
they can access through a variety of media devices. Not only does this change how
organizations market to these consumers, it changes the what, where and why. The
way different generations—and individuals within those generations—interact with
technology and with each other will have a major influence on how businesses
approach these customers.

Organizational Structures
The future challenge for companies will be to develop an “agile mindset” that
allows them to quickly respond to changes in the marketplace, new technologies,
geopolitics and other factors. The standard organizational pyramid with the vertical
hierarchy of boxes, while not disappearing entirely, is likely to lead to a more over-
lapping and highly linked set of satellites connected by information technology. A
growing number of organizations will be characterized by an integrated and yet
dispersed set of mobile, multifunctional expert teams rather than by separate func-
tions and distinct regional offices.

There will likely be more collaboration among organizations in producing the
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already parlay into a web of provider connections for towing, insurance, auto repair
and rental cars. Such linkages could become more widespread and more formal in
the future.

More collaboration means there will also be more emphasis on how to man-
age and facilitate such collaborations well, especially those carried out via technolo-
gies. The lines between organizations will grow even less distinct to customers.
There will be growing pressure on suppliers, contractors, outsourcing companies
and the like to provide excellent customer service on the behalf of their business
partners. Some global organizations will need a greater number of suppliers who
can customize services for specific locals and cultures.

Government Influence

Government policies will play a significant role in determining how companies
relate to customers. Communication laws, security mandates, privacy and identity
protections, food and drug regulations: these are just a few of the areas where gov-
ernment is involved with consumers. There are likely to be more conflicts between
government and businesses that can only be settled in courts.

Such cases shed light on what may turn out to be an essential question: Who
ultimately controls data about customers? If governments do, then will customers
become less willing to provide information to businesses? Will customers begin to
take matters into their own hands by using encryption technology or favoring
online businesses that collect a minimum of consumer information?

It’s difficult to predict how such matters will play out in coming years, but
such conflicts of interest among consumers, businesses and governments will not
go away. Indeed, they may become more complex as a result of advances in tech-
nology, security concerns among governments, and a thickening web of conflicting
national laws. Eventually, a potent set of international consumer-related laws or
“global consumer rights” could emerge, but we suspect the situation will become
more complicated before that occurs.

The next 10 to 15 years are also likely to bring more international government
agreements in areas such as environmental policy. For example, some blocs of
nations may create strict policies that force companies to create products that have
a relatively low impact on the environment. Some experts believe that nations such
as China and India will ultimately be forced to move in this direction in order to
allow for much more per-capita consumption without causing a disastrous envi-
ronmental impact.

The Economy

The overall state of the U.S. and global economies—as well as the wages and in-

comes of individuals—obviously affects consumer spending habits. On a macro-

economic level, the news has been fairly good of late, with solid global growth

(Brooks, 2006). In fact, rapid income growth in large swaths of Asia has been help-

ing to decrease average income inequality at the global level (“Outlook,” 2004).
But, despite solid economic growth for the U.S. economy as a whole over the
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barely budged in this economic recovery, and savings have dwindled,” reports
Adbvertising Age. Customers whose incomes are stagnating will be more price con-
scious than those whose incomes are rising, especially if they can no longer borrow
to keep up their spending habits. They are also more likely to take on long-term
debt, which could have an adverse impact on markets over the long haul.

This doesn’'t mean, however, that consumers will not purchase higher-priced
items. In fact, some experts believe that markets are going in two directions at once, as
cost-conscious consumers sometimes spend on costly items. An excerpt from the book
Treasure Hunt: Inside the Mind of the New Consumer explains, “In the United States
and around the world, the consumer markets are bifurcating into two fast-growing
pools of spending. At the high end of the market, consumers are trading up, paying a
premium for high-quality, emotionally rich, high-margin products and services. At the
low end, consumers are relentlessly trading down, spending as little as possible to buy
basic, low-cost goods that still deliver acceptable quality, reliability and, increasingly,
elements of fashion and current design” (Silverstein & Butman, 2006).

Will this be a long-term trend? That could depend on wage and income
growth. If U.S. median incomes begin to rise considerably again, customers will
become less focused on price and more concerned with an array of other factors,
such as company reputation, product quality, personal service and environmental
impact. But even if this doesn’t occur, higher-income consumers already “have the
urge to splurge on virtually everything,” reports Advertising Age. These consumers
already play a key role in consumer markets, with the richest fifth of U.S. house-
holds spending more than the bottom 60% on goods and services (Johnson, 2006).

So, over the next decade, businesses should be ready to sell at either end of the
market, and perhaps both ends. According to the analysis of Silverstein & Butman,
it is the makers of mid-priced products that could face the toughest challenges over
the coming decade: “Companies that succeed in this bifurcated market do so by
understanding the attitudes, behaviors and values of the middle-market consumers
who are driving the transformation, and constantly adjusting and reinventing their
product offering to satisfy the ever-changing ‘value calculus’ of the consumer.”

The Composite Theoretical Company 2016

In this section, we have created a fictional organization called the Composite
Theoretical Company (CTC), which is intended to represent a large, global organi-
zation that has a reputation for excellent customer focus in the year 2016. This is, of
course, a hypothetical future. We can't be sure what state-of-the-art programs will
look like, so these are only educated guesses about what approaches will work best
in 10 years. Moreover, circumstances vary by company and industry, so not every
feature of CTC’s program will be applicable in every company. The AMA/HRI re-
search team encourages managers to engage in strategic planning methods—such
as scenario planning—to help them gain a better understanding of how their inno-
vation programs could or should evolve.
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Interview with Jo Rodriguez, CCO of CTC

Adapting to Change

Reporter: I'm speaking with Jo Rodriguez, chief customer officer at CTC.
Thank you for agreeing to this interview. CTC has become widely recognized for its
excellence in the area of customer focus. I'd like to start by asking you about your
job title. Are you the first to hold the position of CCO in your organization?

Rodriguez: Yes, but the position evolved from what used to be vice-president
in charge of customer service. The creation of the position was partly a statement
about how pivotal customer focus has become to our organization, but we also
wanted greater accountability in an increasingly complex marketplace. And we
wanted to emphasize that customer service is just one aspect of customer focus.

Too often in the past, people just pointed fingers at one another when there
were customer-related problems. Additionally, the customer strategy was fragment-
ed by function and not coordinated. Now, I'm ultimately in charge. Where there are
problems, I’'m expected to fix them across divisions or business functions. We now
have an integrated, aligned customer-focused strategy. My direct reports come out
of sales, marketing and customer support, but we make sure there’s plenty of com-
munication and alignment on the subject throughout the organization. Also, with
the creation of the CCO position, we've taken a lot of the customer-related funding
off the business-unit P&L and put it with corporate. This means | can still get
things done without worrying so much about an individual business unit cutting
its budget in a bad year.

Reporter: You talked about how complex the marketplace has gotten. What
do you consider to be the most important factors influencing your company’s strat-
egy for focusing on the customer?

Rodriguez: Well, customer demographics have become more complex. With
the aging of the population and the fact that older people stay in the workforce
longer than they used to, there are simply more age segments and related attitudes
to watch. There’s also a lot more cultural and regulatory diversity in today’s global
marketplace, and with that has come a larger spectrum of customer income levels.
Another important factor is that customers want it all. They want it quick, cus-
tomized, healthy and at a good selling point. And a third factor is that competition
can come out of anywhere these days. New manufacturing technologies are making
it easier for people to produce customized products in their garages, for example.
We just never know where the competition will emerge, so we’ve got to stay very
close to our customers to spot emerging trends.

Integrated Customer Service

Reporter: What has CTC done in terms of practices and processes to create
great customer service?

Rodriguez: Well, obviously, we’ve made it a high priority. But | should start
out by saying that we’re a diversified company. We have different kinds of service
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depending on which products we’re talking about and which customer segments
we're serving. Part of “customer focus” is adapting in different ways to different
customers.

Generally speaking, though, it’s true we’re known for our service, which we
consider an advantage not just in gaining market share but in reducing overall costs
and boosting innovation. Customer focus is part of our mission statement, and we
have a Customer Code of Conduct, but we also know that these things can be
superficial. We've really worked to “walk the talk,” integrating a customer focus into
all our strategic planning and organizational processes.

We've created a service strategy that pays attention to each “touch point” we
have with our customers. For example, when they call in for technical assistance, we
generally view this as an opportunity rather than a cost. Rather than trying to get
customers off the line as quickly as possible or rely on cheap service labor, we used
skilled service representatives who are not only able to help the customer but also
get to the heart of what's really wrong. We incorporate this feedback into process
and product improvements. By doing this, we're able to dramatically reduce the
total number of calls for technical assistance, saving us considerable money over the
long haul (Womack, 2006).

We also find out what customers really want, which gives us invaluable ideas
for further innovation and quality enhancement. From service representatives, we
learn a lot about the values, attitudes and goals of our customers so we can tailor
our products and services to meet them. These ideas instantly become part of our
knowledge base, and we make sure that we use them on a continuing basis. In
short, customer service isn't just customer service: it’s an integral part of the com-
petitiveness of our whole organization.

Another part of our service mentality is to give our customers choices. They
can not only call our service reps but access our Web site, where they now have the
option of voice-to-voice in-teractions. We also have service at our stores, via our
direct sales force and via field service people. Our customers tend to choose their
options and manage their own relationships, but we make sure it’s easy for them to
choose. Ultimately, we want to make their lives simpler in a complex world.

Customer-Focused Innovation

Reporter: Could you speak a little more about how CTC links customer focus
programs with innovation?

Rodriguez: One of our strategies is to use more of what Anthony Ulwick calls
“outcome-based segmentation”—that is, we base a lot of our innovation on the
results that customers want to achieve. Customers have desired outcomes that can
be uncovered and prioritized, and we can innovate based on what these different
segments of customers are looking for. We've created a process that ranks ideas in
terms of their ability to satisfy the customer’s measure of value, helping us filter out
lower-value ideas earlier in the process. We also pay attention to so-called lead
users, who tend to use our products in cutting-edge ways. We not only find out
what these lead users are doing, we even engage them in the product development
process, as Eric von Hippel of MIT described in Democratizing Innovation. And we
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carefully observe average users as well to try to determine what they actually want
from our products and services.

But we're also very much aware that customers aren’t always aware of the lat-
est technologies and can’t necessarily predict what their needs will be in a few years.
So, we need to make educated guesses about what outcomes they’ll want several
years down the road. We can’t allow our customer focus to squelch breakthrough
innovations. We still need highly imaginative designers, scientists and engineers
who can come up with great ideas that will be the customer favorites some years
into the future. And we also need what we call “customer visionaries,” people who
can work with our scientists to help them envision how bold new ideas might be
used by customers of the future.

Reporter: Are there any other methods you use to involve customers in your
products and services?

Rodriguez: We've become big believers in open innovation, which involves
gleaning ideas not only from customers but from suppliers, business partners and
others who are outside the traditional CTC community. We've also woven our cus-
tomer thoughts and efforts into some of our products, a lesson we learned from
some of the pioneers in the field. Do you remember the start of the online encyclo-
pedia Wikipedia? It was the result of contributions from thousands of individuals
who expected no money. And there were the buyer-seller reviews done for eBay and
the book reviews at Amazon.com, examples of people doing work for no pay. We've
used similar strategies in some of our businesses.

Reporter: Are there ever intellectual property concerns or disputes associated
with involving customers or others in innovation or even product development?

Rodriguez: This is an ongoing issue. Back in 2006, a nonprofit, nonpartisan
public policy research organization led by 200 senior corporate executives and
university leaders produced the Executive Summary of a Report by the Digital
Connections Council of the Committee for Economic Development. The council
predicted that, rather than replacing one another, proprietary software and open-
source software would co-exist, with each playing its appropriate role in the infor-
mation and communication technologies environment. This has turned out to be
true, but open-source products in the physical goods industries as well as the soft-
ware industry are becoming a growing force, adding a whole new dimension to
customer focus.

Culture and Leadership
Reporter: So, how exactly did your organization create a corporate belief sys-
tem that emphasizes the importance of customers?
Rodriguez: We put a lot of the onus on leaders who are willing and able to
both support and model customer-focused behaviors. It's not enough for them to
go out and visit top customers and have golf with their board members. We expect
our leaders to really talk about the strategic importance of customers, and leaders’
decisions need to reflect our customer focus.
Speaking from the point of view of the leadership team, I think we’re actually
pretty good at this. Our leaders communicate frequently and through many differ- 53
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ent methods with employees throughout the organizations. \We've created a
Customer Committee of the Board to help ensure we’re successfully executing our
customer strategies.

But we realize that there’s a lot more to culture than the leadership. Not only
our employees and board members but also our suppliers and vendors are obligat-
ed to sign our Customer Code of Conduct. We work to ensure an end-to-end
customer experience across all channels. We want customer focus to be part of
our DNA.

Surveys often find that top management has a rosier view of things than other
employees, so we regularly gauge the customer orientation of our whole culture.
We use an Organizational Capabilities Index that measures customer focus align-
ment throughout the organization, including all business units and functions. This
helps us to see if the message isn’t getting through to some parts of the company. It
also helps us ensure that our key strategic initiatives have a strong customer-focus
dimension.

Of course, our systems are all integrated around the customer. For example,
we have a customer-focused HR and workforce management system that includes
selection, rewards/recognition, and measurements. Much of what we do as an
organization comes back to our customer goals. We even align our social responsi-
bility activities with our customer strategy.

Reporter: So, you're always trying to figure out how you can best provide
what customers need to succeed.

Rodriguez: Yes, we want to help them achieve their goals. We even put a cus-
tomer team at the headquarters of some of our biggest customers. To use a term
from the military, we are “embedded” in their organizations. We're there to see what
needs to be done. Cross-functional teams are able to work to get solutions to cus-
tomer problems.

Communicate, Communicate

Reporter: How do you communicate the importance of customer focus in
your culture?

Rodriguez: Constantly and consistently. I've already mentioned our mission
statement and code of conduct. In addition, our chairman talks about our
customer-focused strategy each year in our annual report and all regular staff
meetings throughout the company include a discussion on the status of customer
goals. Every employee newsletter includes a Letter From Your Customer column
and a section on experiences with customers or improvements in customer
processes.

When leaders speak at town halls or externally to the press, they provide
information about our customer-focused strategy. Our intranet is updated daily
with information about our customers, competition and market trends. It includes
articles from newspapers and recaps from news broadcasts. And when our employ-
ees sign in each day, there is a pop-up that has pertinent customer-related informa-
tion tailored to their role. The same messages go to cell phones and all types of
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portable computers. And, of course, there are rich veins of customer data that
employees can access on their own initiative.

Reporter: How do you get feedback?

Rodriguez: All kinds of ways. We look for feedback from employees as well as
customers all the time. Feedback methods range from surveys to focus groups to
online discussion groups to real-time VolP messaging. CTC even has virtual real
estate in the three largest multiplayer online social gaming communities, where we
do everything from hold virtual seminars to run virtual meetings. We also have vir-
tual rooms with names such as “Speak Up,” “CTC Conversations” and “Share Your
Experiences.”

And we have vendor/supplier forums and advisory boards where we share our
experiences and provide feedback. Everyday, we have customers, vendors, suppliers
and other business partners who visit one or more of our offices and locations and
speak with employees. We also have a special Web page where we post letters and
comments from our customers, suppliers and vendors.

Customer-Focused HR

Reporter: You had mentioned customer-focused HR and workforce-manage-
ment practices? Could you talk more about those?

Rodriguez: It begins with a commitment to the idea that the caliber of your
people determines the quality of your customer focus. Once everyone agrees on
that point, then it becomes clear that Human Resources is critical to your customer
focus strategy.

To become more customer-focused, we embarked on an organization-wide
culture change program. It’s not that we’d had poor customer service before then,
but we knew that our service was uneven due to our global expansion. Our cus-
tomer base had become more diverse and our organization structure evolved from
one that was less vertical toward one that is more team-oriented and horizontal. In
fact, we even went so far as to redesign every organization chart with the customer
on top and every reporting level—including the CEO—reporting to the customer.
We call it the “Right Side Up Organization.”

During that period, various job titles—including my own—uwere renamed to
emphasize this alignment with customer needs. Virtually every job description was
also redefined, with the customer highlighted in the basic purpose line. The num-
ber-one responsibility for each job is to serve the customer. This required quite a
large reorientation and mindset change. Everyone participated in a one-day orien-
tation program that explained why this was so important to the business.

Customer focus became much more fully integrated into our HR programs.
Employee performance management, for example, reflects measurements relating
to both internal and external customers. Performance feedback is, of course, used
in determining recognition and rewards, though those are increasingly team-based
in our organization. Maybe more important is the Customer Focus Development
program, which helps teams form plans for boosting their customer focus. In fact,
training may be the single most important customer-focused HR program we have.
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We created our Customer University, where every manager and team leader is
required to attend core programs. Managers who complete the programs then go
back and work with their teams to develop a TCAP, or Targeted Customer Action
Plan, for designated customer segments and potential customers. TCAP progress
is regularly monitored and becomes part of the ongoing performance feedback
system.

Reporter: To what degree can your employees address customer problems as
they crop up?

Rodriguez: Our training and development programs stress empowerment
and accountability. Our employees have the resources and authority to make deci-
sions, resolve customer issues and help them achieve their goals. But this means
they must be very clear on what they’re doing and why. Empowerment helps make
continuous improvement a way of life, but it requires accountability on the individ-
ual and team level.

Employees know that part of their role is to listen for and anticipate prob-
lems, emerging issues and opportunities. Via our “Speak Up” program, employees
can express their thoughts and concerns or report problems that are barriers to
providing outstanding service. Additionally, we have an organizational Ombuds if
employees want to seek confidential, off-the-record and independent guidance on
how and where to get workplace issues addressed. Our customers and suppliers can
also use the Ombuds program. In essence, we want to detect any issue early and get
it resolved and make improvements so it doesn’t recur.

Of course, customer focus is a critical factor in determining promotions and
other developmental assignments. We want our best people to work in various
parts of the world, both so they can share their expertise and learn about many dif-
ferent businesses, functions and markets. They are the top leaders of tomorrow, and
they’re critical to forging a global customer focus culture.

The culture change program we initiated was not an overnight success but,
by the end of the second year, there was a definite difference in the language and
behaviors. \We were starting to “walk the talk” of customer focus. And, as part of the
process of maintaining the culture, we also modified our recruitment and selection
process. Today, every job advertisement states that a strong customer focus is a
mandatory part of the job, even for jobs that other companies don't see as customer-
related. We also require that applicants answer interview questions about how
they’ve successfully demonstrated customer focus in the past and the difference
it's made. All search firms, recruitment agencies and universities are notified of this
customer-focus prerequisite.

Gauging the Results
Reporter: How does your company measure the results of its commitment
to customers?
Rodriguez: Well, we like the awards and pleased comments from customers,
of course. Last year we were chosen as vendor of the year by our biggest customer,
which was huge for us. After all, growth in the customer’s business is growth for us.
56



MAGNIFYING CUSTOMER FOCUS »

We also have more systematic measures, including things that would be com-
monly known as dashboards or scorecards. Due to new customer-tracking and
service technologies, we know far more about our customers than ever before.

But you can drown in the information, so we’ve tried to keep things simple and
integrated. At one point, we had 35 to 40 domestic databases and another 50 inter-
national databases related to customers. Now we have two major databases, one
for customer analytics and modeling and another for operational data (Kaplan &
Norton, 2006).

Of course, these databases are very flexible, allowing us to break data out in
many different ways. In fact, employees weren’'t accustomed to having so much cus-
tomer information at their fingertips. One of the people who designed the system
said, “I feel a lot like | have built an F-14 and am expecting Piper Cub pilots to fly
it, and what I am most concerned about is that they’re going to inadvertently crash
and burn.” But through some excellent training and knowledge-management sys-
tems, we've been able to ensure that our employees really know how to use these
databases to find information and insights we can really use.

We've even learned how to use the data to anticipate future trends. We can ask
questions like, Which customers will be likely to switch to a competitor? We have
created models to predict customer behavior, experimented with various interven-
tions, and used feedback from the front line to improve the models. By repeatedly
altering the experiments and carefully measuring the results, we've learned over
time which alternatives tend to have the greatest impact on customer behavior.

Reporter: What are you actually measuring?

Rodriguez: Well, of course we measure the standards, such as customer satis-
faction and complaints as well as their sense of engagement and excitement. \We
often ask how likely they are to recommend our products and services to others.
And, we obviously measure revenues and spending, which we can track back to
customer segments and even individual customers if we want. But | should say we
also do our best to protect the privacy of customers and to give them individual
choices about the degree to which they can remain anonymous.

We try not to forget the goal of measurement, which is to serve and keep cus-
tomers. For example, we can find out pretty accurately and quickly the degree to
which an added service boosts sales, customer retention and engagement. But
measures go a lot deeper than that, too. Of course, we still use the RFM Model,
which looks at how recently customers have made a purchase, how frequently
they’ve purchased products and how much money they’ve spent.

In some of our businesses, we use RFID cards or “smart cards” to identify cus-
tomers who've voluntarily signed up for certain services (“NESCAP,” 2006). This
allows us to know which customers are in our shops. We can measure the likeli-
hood that they’ll want certain products and so we advertise those products to them,
sending messages to their cell phones or putting them up on the screens scattered
around the store. For example, a book buyer passing the cooking section might
receive an alert that only $20 separates him from the store’s Chef’s Club and its
25% discount. We're even trying an automated service that gives individual dis-
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counts that are tailored to specific shopping habits. So, in some of our businesses,
we're customizing prices as well as products to a growing degree.

Reporter: Don’t you think some customers feel overloaded with this kind of
approach?

Rodriguez: Of course, but the feedback loop is instantaneous and we learn
from the responses and so change our approach. Also, we're always looking hard at
the ethical, regulatory and privacy implications of these kinds of strategies. The
truth is, we can measure almost anything these days. The questions are often,
“Should we be measuring that? Does it serve the customer or only our short-term
interests?” If it’s not something that helps our clients, we tend to move away from it.

On Being Global

Reporter: Being a global company must make it even harder to serve a diverse
customer base. How does CTC cope with that kind of diversity and how does it
ensure a consistency of customer-focused values?

Rodriguez: First, | should say that it was a challenge to achieve a standard of
customer excellence just within a domestic market. But we knew it would be an
even more difficult task on a global level. Yet, we really had no choice. If we wanted
to grow, we had to accomplish this.

We wound up applying a lot of lessons we'd learned from our domestic expe-
rience, and we had some excellent customer-focused principles to guide us. One of
our first steps was to discuss the question of “How can we maintain our customer-
focused values in the international market?” with our board of directors.

Their directive was that whatever market or region CTC wanted to enter,
there first had to be an assessment that included not only a market analysis and
economic study but also an analysis of local requirements. If we didn’'t think we
could maintain our standards in meeting local customer and regulatory needs, then
we would not enter the market. In markets where our assessments showed we could
meet our standards, we approved global, cross-functional startup teams. These
teams helped the transfer of the required customer-service knowledge and skills.
And our leaders began traveling as never before, spreading the customer-focus
“gospel” to all the overseas operations, thereby reinforcing a customer-focused
global culture. I'm happy to report that today, we're maintaining our customer-
service standards worldwide.

Reporter: How does CTC adapt products or services to local cultural differ-
ences and preferences?

Rodriguez: The decision to standardize or customize in local markets has eco-
nomic ramifications that go beyond just cost and scale. Things are often very
dynamic at the global level. Governments change, modernization occurs at different
rates, regional regulations change and populations shift. Organizations have got to
be committed to coping with such complexities.

But let’s say a significant market is developing and the standard of living and
disposable income are improving. Prospective customers are often excited about
having access to new products or services, especially Western items, but shortly
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thereafter other competitors may enter the market. Regional competitors usually
have an understanding of the cultural needs and desires, and they may also be low-
cost producers, potentially forcing global companies to become more attuned to
local customers and their preferences.

To survive in this kind of competition, we’ve hired many people from every
region who understand local markets. They provide us with in-depth customer
information and track local trends. CTC spends considerable time and money both
training and learning from these people, making sure they understand our corpo-
rate culture even while teaching us about local cultures. We also have anthropolo-
gists and other scholars on staff to help us understand cultural and political differ-
ences in the places we do business.

We can relate back to the success story of our domestic market and apply
some of the same principles of segmentation and regional marketing to interna-
tional markets. Just as there are differences between the East Coast and the West
Coast in the USA, there are also differences between nations. But we have to realize
that national differences can be much more extreme and yet virtually invisible to
Corporate HQ. An advertisement in one language may make little sense or even be
insulting when it’s translated into another, for example. You've really got to do your
homework when appealing to a global diverse customer base.

The Recent Past and Near Future

Reporter: Aside from globalization, how do you think customer service and
focus have changed over the years?

Rodriguez: Lot of ways. For one thing, CTC shares a lot more customer-relat-
ed information with key suppliers and partners, with which we’ve forged stronger
relationships. We believe that success hinges on how effectively we can relate to and
create value from our extended network. In some cases, we've created products that
don’t fall under our own brand but rather are part of a business collaboration that
has created its own brand that targets a unique market segment.

Some other changes I've already mentioned, like the evolution of customiza-
tion and measurement and better organizational alignment for the purpose of
customer focus. There have also been the environmental and health movements.
Our products are much “greener” than they used to be, both because that’s what
customers want and because a growing number of governments are demanding
it. And people really want to make sure consumables are good for them. The
market for organically and “sustainably” grown foods, for example, has grown
by leaps and bounds over the last decade. And the markets for products geared
toward boosting cognitive capacities and reducing the effects of aging have also
taken off.

Another change is that CTC spends considerably more time creating products
for markets we wouldn’t have looked at before, such as for people who earn less
than $10,000 per year. These customers represent a huge portion of the world and
use quality, low-cost products that we’re able to produce. Then, of course, there are
all the technological changes, which we’ve only just touched on.
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Reporter: Could you elaborate on the technology a bit more?

Rodriguez: Well, one advance has been in the area of analysis. We use sophis-
ticated pattern-recognition algorithms to help us identify new buying patterns and
customer segments. Technology also enabled us to decentralize and segment cus-
tomer service. Then there’s technology that allows customers to speak with auto-
mated agents more effectively. Repetitive inquiries can be handled by virtual agents,
freeing up our service representatives to concentrate on delivering real service. This
kind of software as well as some related technology can give our employees virtu-
ally instantaneous and actionable information about our customers.

Reporter: How does this work?

Rodriguez: The software “listens” to the customer’s needs and chooses the
content and channel of communication based on what the customer says and does.
It’s able to execute a step-by-step, wait-and-respond approach. An automated
engine runs continuously in the background of all customer-focused applications,
deciding how to react and thereby minimizing the need for human intervention
(Applied, 2006). This doesn’t mean that customers can’t speak with a human being,
but it does mean that they have choices. We’ve found that a growing segment of the
population would rather engage with the automated system first to see if it can help
them. If it can’t, then they can easily turn to our customer service reps.

Reporter: Do you see things continuing to change over the next five years?

Rodriguez: Oh, sure. In fact, we have futurists on staff who are always trying
to help us see around the next corner. For example, we’ve been experimenting with
setting up rapid prototyping machines in various localities that allow us to “print
out” replacement parts for some of our products, making it easier and faster for us
to get those parts to customers or repair people. We think this technology may even
change our business over time from one based on manufacturing products to one
based more on just the design of those products.

But the most important thing is to retain our ability to stay flexible and react
quickly. Our agility and openness to new business models and process improve-
ments have sustained us through ups and downs. We hope to maintain that quality,
and we’re continually scanning for new opportunities and threats.

Reporter: Can you touch briefly on what helps you stay agile?

Rodriguez: We've been organized into customer-focus teams for years. We
think this helps us stay responsive. When we were organized into more traditional
functions, we just had too many internal barriers to overcome. Much of what we
did in the past was problem-solving to overcome internal barriers. In our current
model, we’re focused more on solving the customer’s problems.

Working with Business Partners
Reporter: How do you involve your vendors, suppliers and business partners
in your customer-focused strategy?
Rodriguez: We need to ensure that the outsourcing we do enhances our cus-
tomers’ experience. We try to ensure that the relationships are seamless and enable
the highest level of efficiency and quality. Through our information systems, we
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pretty much know at any time what our suppliers are doing for our customers, and
we have a good idea if that activity is meeting our service level agreements.

As | said before, we have a Customer Code of Conduct for each of our ven-
dors and suppliers. We share non-confidential intelligence about our joint cus-
tomers with each other. Since they are a part of the chain, they need to understand
and anticipate customers’ needs also. Vendors, suppliers and our main business
partners take specific courses at our Customer University. And twice a year we have
joint customer forums where we review political, social, environmental, economic,
demographic and global trends. We share insights on how our customers’ needs
and expectations are changing. We also have a joint advisory team that benchmarks
and constantly reviews the work processes and looks for improvements and
innovations.

Reporter: Thank you for your time.
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Conclusion

Many organizations view customer focus as a top
priority. As a result, they are working to magnify this
focus by gaining leadership support, incorporating

a customer orientation into their corporate values
statements, regularly contacting key customers and

staying aware of the competition.
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The study shows that many challenges remain. As the AMA/HRI Customer Focus
Survey 2006 consistently demonstrates, respondents believe that their companies
should be doing more than they actually are doing to enhance customer focus. For
example, respondents generally want their leaders to do a better job of modeling
customer-focused behaviors, and they want their companies to do more in the areas
of creating excitement among employees for products and services, empowering
workers to solve customer problems, setting clear customer satisfaction goals, under-
standing and asking about customer needs and creating a customer-oriented culture.

The good news for U.S. and Canadian companies is that, based on the scores
generated by the “beliefs” section of the survey, they are above the global average in
terms of customer focus. It would be interesting to find out if a global survey of cus-
tomers would corroborate this finding. Smaller companies should also be pleased by
the fact that they tend to have higher customer focus scores than their larger coun-
terparts, suggesting that their size may give them some market advantage.

In the end, though, determination and integration probably play the most
important roles in creating a customer-focused organization. The AMA/HRI survey
indicates, for example, that global companies—with their high levels of integra-
tion—are more customer-focused than multinationals, which have national or
regional operations that act independently. A customer-oriented culture must
radiate through the entire organization—driving its leaders, engaging its employees
and embracing its customers. Whatever its size, an organization that aligns and
strengthens its customer-related strategies and values will almost certainly magnify
its customer focus.
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Epilogue

Is it realistic to expect customers to remain faithful in the face of fast-moving trends
and seemingly endless marketplace changes? Based on the results of the AMA/HRI
Magnifying Customer Focus study, the answer is yes—if we create a customer-driven
culture within our organizations.

Forging a lasting bond with our current customers will demand more than we
have already done to build relationships with our customers, but there is a big payoff
if customers choose to do business with our company over the long term and enthu-
siastically recommend us to others.

Given the competition for our customers, we must begin immediately. Every
day we delay can cost us customers. As leaders of our organizations, we also can’'t
delegate this responsibility to others.

Our study showed how critical corporate leadership is to creating a customer
focus within our organizations. Indeed, it showed that our active support is the
single most important step that must be taken to develop and maintain customer-
centricity.

We can't just talk the walk if we are to translate customer focus into superior
service and ensure lasting customer loyalty.

Building a customer-focused business is a major goal and it will require us to
better manage the many touch points with our customer—from process redesign to
improved product quality, to corporate culture, to recruitment and retention, to
training and development. Most important, we must be role models of the leader-
ship and management styles we will expect of our team of managers and employees
if we are to delight our customers.

For our organization to reap the financial reward from having a customer-
driven business, we must understand that it is something an organization does to
stay in business. WWe must see improved customer service as an investment and
customer satisfaction as the ultimate goal.

Customer focus must be thought of as a management process, and our role
must be considered an important part of our leadership responsibility to our organi-
zation’s continuity. Each item we check off on our to-do list must be recognized as
one further contribution to customer loyalty and corporate growth and profitability.
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Appendix

About This Survey

Target Survey Population

The target survey population of the Customer Focus Survey 2006 consisted of the
HRI e-mail list of primarily high-level human resources professionals and the
American Management Association international e-mail list of individual contribu-
tors, supervisors, managers and executives across a wide range of functions (e.g.,
general management, finance, operations, human resources). In total, 972 usable
surveys were submitted, although the total responses to some questions were less.
Most responding companies were either global or multinational. About 67% of
respondents were from the U.S. and Canada, and the rest were from various parts
of the world, primarily Europe, Latin America and Asia.

Survey Instrument

In this survey, multiple questions used the well-accepted 1-5 Likert-type scale, with
a 1 rating generally designated as “very little” and a 5 rating as “very much.” There
were 21 questions in all, 11 geared toward the demographics of respondents.

Procedure

A link to an online survey was e-mailed to the target population by region during
April of 2006.
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Customer Focus Score Results

About the Customer Focus Scores

Customer Focus scores were created based on a standard multi-attribute compensa-
tory model. The score represents the extent to which a survey respondent believes
that his or her company is customer-focused. This concept was introduced by
Fishbein and Ajzen (1975) to explain attitude formation and since has been adapt-
ed for many different situations.

In the case of this survey, respondents first rated customer-focus beliefs about
their respective companies. Next, respondents indicated how valuable each belief is
in their companies. The Customer Focus score was calculated by multiplying each
belief by its value and then summing for all beliefs.

Believing the company does much of something that’s considered valuable
receives more weight than doing much of something that is seen as being less
valuable. The Customer Focus score captures a respondent’s perception of how
customer-focused his or her company is. To minimize potential bias, respondents
were not made aware that a Customer Focus score for their companies would be
created.

In the example on the following page, as in the actual AMA/HRI survey, rat-
ings were on a 1-5 scale, signifying Very Little (1) to Very Much (5) for both “Extent
my company does” and “Value to my company.” In the example, Company ABC has
a score of 61, which suggests that it is more customer-focused than Company XYZ.
One of the factors in the differences between these scores is that ABC “uses client
forums” to a great extent (rated a 5), and such forums are perceived to be valuable
(rated a 4). In contrast, XYZ does not utilize client forums as much (rated a 1), but
they are believed to be valuable (rated a 4). The resulting CF scores can be used to
compare various industry sectors, countries, and other classifying variables on the
degree to which companies are perceived to be customer-focused.
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Company/Industry ABC Company/Industry XYZ
Extent my Valuetomy Multiply — Extentmy Valuetomy Multiply

company.  axb company company.  axb
EXAMPLE () does: (a) ()
Makes
customer/market 3 1 A 5 8
research available
throughout the
organization
Uses client forums,
focus groups, and A 20 1 A A
other customer
feedback systems
Communicates across
all business functions
what our competitors 4 12 2 > 10
are doing
Regularly distributes
customer- satisfaction
data throughout the : : : : :
organization
Regularly contacts key 5 15 ) 5 10
customers

CF Score: 61 CF Score: 35

Customer Focus Score Analysis

The table on the following page shows that organizations in the Hospital,

Healthcare, Insurance, and Education sectors are the most customer-focused. In

contrast, organizations in the Mining, Agriculture, and Food Products sectors are

the least focused on customers. The difference may be that the former primarily
deal with consumers and institutions while the latter tend to deal with larger

entities.
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Demographic and Customer Focus
Score Results

Within which sector does your organization primarily work?

Survey CF CF

Respondents  Respondents  Score

Hospital/Healthcare/Insurance 5% 5% 240.11
Education 4 4 239.59
Retail 2 2 231.06
Business-to-business services 13 14 225.61
Manufacturing 12 13 224.12
Financial services/Banking 9 9 221.62
Hi-tech/Telecom 6 6 221.47
Other 15 15 220.94
Energy/Utilities 4 4 215.23
Nonprofit 4 4 212.00
Pharma/Biotech/Medical devices 8 7 210.18
Chemicals 3 3 209.78
Government 5 5 203.88
Consumer goods 6 6 200.89
Mining or Agriculture 1 1 198.00
Food products 3 3 188.05
Average Score* 219.23

*Note: The average score can change slightly because the number of respondents
may vary by questions.

In support of this point, the next table shows that organizations that serve institu-
tions (e.g., hospitals) and consumers are more customer-focused than those that
serve governments.
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Please indicate the type of external customers who directly
purchase your products and services (check all that apply):

Survey CF CF

Respondents  Respondents  Score

Institution 9% 8% 239.09
Consumer 14 14 231.33
Retailer 7 7 223.57
Manufacturer 11 11 223.17
Franchisee/Dealer 2 3 221.17
Other 13 14 219.90
Wholesaler/Distributor 38 39 210.01
Government 6 5 205.97
Average Score 219.13

Organizations operating in only one country reveal a greater customer focus than
do multinational and global firms. This may be a result of being better able to
know customer needs when only a single country is the target segment. As a firm
expands into more countries, differing customer needs would make it more diffi-
cult to meet all customer demands. However, having a high level of integration, as
is the case with global companies, seems to boost customer focus.

Customer-Focus Scores, by Type of Operation

Type of operation Percent CF Score
National (operations in one country only) 42% 228.48
Global (high level of global integration) 33 216.46
Multinational (national/regional operations 24 206.84
act independently)
Average Score 219.23

The next three tables examine customer-focus scores by size of the organization.
The first table reveals that organizations that are smaller relative to their customers
tend to be more customer-focused than are firms of equal or larger size. Small
firms, as the following two tables suggest, tend to be much more customer-focused
than very large organizations. Whether ranked by revenue or by number of
employees, small firms score higher than do their larger counterparts.
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Compared in size to your organization, your customers are:

Survey CF CF

Respondents  Respondents  Score

Very much larger 29% 31% 233.21
Somewhat larger 16 17 217.99
Somewhat smaller 18 17 212.60
About the same size 13 12 212.44
Very much smaller 24 23 209.53
Average Score 219.13

What is the total revenue (in USD) of your entire worldwide organization?

Survey CF CF

Respondents  Respondents  Score

Less than $50 million 24% 27% 234.22
$50 - $249 million 17 18 220.95
$250 - $499 million 9 9 200.51
$500 - $999 million 9 9 220.44
$1B1t0$2.99B 13 13 21437
$3B10 $9.98 11 10 210.07
$10 B plus 18 15 210.34
Average Score 219.13
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What is the size of your organization’s entire workforce?

Survey CF CF

Respondents  Respondents  Score

Under 100 employees 13% 15% 237.12
100-499 18 19 223.16
500-999 10 12 223.41
1,000-3,499 15 15 214.45
3,500-4,999 5 5 215.53
5,000-9,999 8 8 209.69
10,000 or more 30 27 210.83
Average Score 219.23

The results are not as clear when comparing an organization to competitors. It
would make sense that small-market-share organizations would compete against
their larger competitors by focusing on the needs of the customer. Perhaps the larg-
er firms are equally customer-focused because of the resources available (limited
resources are a significant barrier, according to the survey results). Being customer

focused could also explain why they have gained a larger market share.

Compared in size to your major competitors, your market share is:

Survey CF CF

Respondents  Respondents  Score

Very much larger 12% 12% 222.96
Very much smaller 7 7 222.60
Somewhat larger 27 27 222.51
Somewhat smaller 23 25 216.34
About the same size 31 29 215.93
Average Score 219.23

The next table suggests that firms that are repositioning themselves for the future
may be doing so because they have lacked a customer focus. Organizations that are
either startups or offering new products are probably doing so in response to

customer demands.
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How would you describe your organization’s life-cycle stage?

Survey CF CF
Respondents Respondents  Score
Startup firm or a firm focusing on 4% 5% 235.06
introducing new products/services
Established firm with strong structure 20 19 229.33
and systems as well as known
products/services
Firm focused on increasing quality, 26 27 222.37
profitability, and continuing
improvement in operations
Rapidly growing firm with increasing 8 9 222.35
market share
Mature firm with brand-name recognition 26 23 213.69
and with an established culture
Firm repositioning itself for the future; 16 17 203.63
revitalization efforts are the focal point
Average Score 219.23

The next series of tables indicate a disconnect between employees on the front lines
with customers and those at corporate offices. Respondents in R&D, sales, and mar-
keting view their companies as below the average customer-focus score. These
results suggest that they may believe that more can be done with new products
and/or services, hence their low ratings of their own company.

In what function do you currently work?

Survey CF CF

Respondents Respondents  Score

General management 24% 25% 233.01
HR or Administrative 21 20 228.71
Finance 6 6 227.34
Systems/IT 5 4 223.31
Operations 15 16 220.24
Research and development 5 5 205.41
Sales 12 12 200.99
Marketing 12 12 191.54
Average Score 219.23
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Top executives tend to believe they are more customer-focused than do supervisors
and managers. It can be argued that supervisors and managers are “closer” to the

customer than are the upper-level executives.

What is your current title?

Survey CF CF

Respondents Respondents  Score

CEO/President/Chairman 4% 5% 238.16
Other 17 16 223.93
Director 22 22 223.05
Vice President 7 7 219.84
EVP/SVP 2 3 216.61
Supervisor 8 7 215.47
Manager 41 41 213.89
Average Score 219.23

This possible disconnect can also be found with those at corporate headquarters
believing they are more focused on customers than those in regional and division
offices. An alternate explanation is that corporate executives may have a more
macro perspective of customers than do front-line employees. The corporate per-
spective could be influenced by greater bottom-line responsibilities. That is, execu-
tives might analyze the cost-benefits of customer-focus efforts more so than some-

one who is actively dealing with customer issues.

What is your level of responsibility?

Survey CF CF

Respondents Respondents  Score

Corporate 39% 41% 227.47
Plant 8 7 226.04
Office 17 17 215.32
Region 14 14 211.25
Division 22 22 209.71
Average Score 219.23

When age and gender are examined, customer-focus scores are higher for older
respondents and females. Younger people may be idealistic as to what can be done

73



MAGNIFYING CUSTOMER FOCUS »

or may not have enough experience to see what is being done for customers.
Even when comparing similar industries (e.g., manufacturing), women score
higher (245.09) than do men (216.46).

What is your age?

Survey CF CF
Respondents Respondents  Score
24 or younger 1% 1% 203.60
25-30 9 8 206.44
31-35 13 12 214.89
36-40 15 15 210.44
41-45 19 18 215.07
46-50 16 17 218.13
51-55 14 15 229.23
56-60 10 234.41
61-65 4 234.76
66 plus 1 1 238.60
Average Score 219.23

What is your gender?

Survey CF CF
Respondents Respondents  Score
Female 44% 41% 227.75
Male 56 59 213.36
Average Score 219.23

The relatively small number of respondents from some countries limits our ability
to generalize about nations, but the range between the high and low scores shows
clear differences. For example, survey respondents in Japan and France do not
believe their companies are as customer-focused as those respondents in either the

USA or Canada.

74



MAGNIFYING CUSTOMER FOCUS »

In which region are you located?

Region Survey CF
Respondents Respondents CF Score

Africa 0.7% 0.3% 283.00
China 0.4 0.3 244.50
Scandinavia 0.6 0.4 237.33
United Kingdom 1.1 1.0 236.57
USA 51.2 52.0 227.68
Caribbean 0.4 0.4 224.67
Canada 15.5 15.1 223.60
Eastern Europe 2.9 2.7 216.28
Germany 0.9 0.9 215.67
Mexico 8.1 8.3 214.61
Other Asia 1.5 1.6 21245
Middle East 1.7 1.5 198.90
Other Western Europe 7.8 8.7 195.59
Japan 5.2 5.3 184.33
France 0.9 0.9 176.33
South America 0.2 0.3 165.50
Oceania 04 0.1 147.00
India 0.1 0.1 126.00

Average Score 219.23

To further explore the differences, responses from individual countries were
grouped together into regions. This grouping allows for more meaningful compar-
isons because of the greater number of responses in each category. Countries were
grouped as follows:
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Overall Canada USA Asia Europe Latin America Middle East/Africa

All Canada USA China Eastern Europe Caribbean Africa
Korea France Central America Middle East
India Germany Mexico

Japan  Other Western Europe  South America

Other Asia Scandinavia

Oceania United Kingdom

The next table compares the customer-focus scores on regions. Only survey respondents in Canada
and the USA believe that their organizations are more customer-focused than the average score.

Customer-Focus Scores, by Region

Percent CF Score
USA 51.23% 227.68
Canada 15.53 223.60
Latin America 8.74 213.49
Middle East/Africa 2.47 212.92
Europe 14.30 203.57
Asia 1.72 190.88
Overall 100.00 219.23

When comparing the regions on individual survey items relating to beliefs, we find that
organizations in Latin America are significantly more likely than any other region to com-
pete on price. This may be a function of the fact that relatively large percentages of Latin
organizations are in either manufacturing (20%) or business-to-business services (19%).

The largest discrepancy between an overall CF item and a regional score relates to
the organizations in the Middle East/Africa, who believe they know their customers very
well. Yet, this knowledge alone is not enough to make them customer-focused, according
to our metric, as is evident from the lower-than-average customer-focus score for the
region. This may be in part because respondents from the Middle East/Africa rated them-
selves second-lowest (Asia was lowest) in terms of offering superior customer service.

It's interesting that the respondents from Asia rated themselves below the overall
scores in every category. USA respondents rated themselves above the overall scores in
every category, except for competing on the lowest prices. This is probably a recognition
that U.S. firms are not capable of matching low prices and so must rely on other points of
differentiation.
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Middle East/
My company . . . Overall Asia Canada  Europe LA Africa USA
Keeps promises to customers 18.64 16.61 18.72 17.80 17.25 15.67 19.49
Believes that our products/ 1742 1398 1779 1595 1748 1542 1828
services are the best in
the industry
Is customer-focused 1732 1531 1765 1623 1634  17.00  18.00
Offers superior service 17.16 13.73 17.68 15.68 1695  13.83 18.07
Knows our customers well 16.86 1447 1738 1603 1531 1942 1746
Believes this business exists 1680 1465 1695 1521 16.16 1550  17.66
primarily to serve customers
Is more customer-focused 16.52 15.18 16.57 15.26 15.36 16.67 17.24
than our competitors
Has a good sense of how our 1632 14.57 16.92 14.95 15.36 17.17 16.91
customers value our products
and services
Is driven primarily by customer-  15.72 14.41 16.18 1435 1552 1575  16.21
satisfaction levels
Keeps promises to employees ~ 14.99 13.33 14.95 14.57 14.02 14.92 15.53
Tries to connect emotionally 14.10 12.57 14.39 13.86 14.08 1417 1431
with customers
Excels at after-the-sale service  14.14  12.04 1440 1327 1426 1425 1459
Ensures customers' interests 13.76 11.94 13.77 1343 13.98 14.00 14.07
always come first, ahead of
the organization
Mainly competes by having the ~ 6.37 6.29 6.75 5.67 8.49 8.42 6.03
lowest prices
Average 1572 1351 1579 1445 1504 1515  15.99
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Survey Questions and Results

Question 1: Please estimate the distribution (percentage) of where your
customers are located.

Region Percentage
Africa 0.43
Canada 13.28
Caribbean 0.70
Central America 0.46
China 1.92
Eastern Europe 3.28
France 1.42
Germany 2.22
India 0.51
Japan 4.50
Korea 0.55
Mexico 7.81
Middle East 1.87
Oceania 0.56
Other Asia 1.87
Other Western Europe 4.41
Scandinavia 0.82
South America 1.41
United Kingdom 2.71
USA 49.29
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Question 2: Please indicate the type(s) of external customers who directly
purchase your products and services. (check all that apply)

Type Percentage
Consumer 14.18
Franchisee/Dealer 2.20
Government 5.62
Institution 8.92
Manufacturer 10.51
Other 13.33
Retailer 6.97
Wholesaler/Distributor 38.26

Question 3: Compared in size to your organization, your customers are:

Percentage
Very much smaller 23.5
Somewhat smaller 18.0
About the same size 13.0
Somewhat larger 16.3
Very much larger 29.3

Question 4: Compared in size to your major competitors, your market share is:

Percentage
Somewhat smaller 22.6
Very much smaller 7.0
About the same size 30.8
Somewhat larger 27.4
Very much larger 12.2
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Factors Driving Customer Focus, by Rank and Mean

Question 5: To what extent do these factors drive your company to be
customer-focused today, and to what extent will they drive it in 10 years?

Today In 10 Years

Factors Rank Mean* Rank Mean*
Customer demands 1 3.94 1 435
Demands of end-users 2 3.88 4 4.21
Need to be innovative 3 3.81 2 424
Competitive pressures 4 3.81 3 422
Perceived competitive advantage 5 3.72 7 4.07
Pace of change 6 3.66 6 4.09
Corporate brand image 7 3.65 8 3.99
Customers' knowledge of 8 3.61 9 3.96
competitors” offerings

Technological changes 9 3.55 5 4.11
Customer leverage 10 3.52 " 3.83
Availability of talent skills 11 3.47 10 3.93
Legal/Regulatory requirements 12 3.47 12 3.79
Our corporate heritage 13 3.33 15 3.49
Corporate mandate 14 3.32 14 3.50
Changing customer demographics 15 3.17 13 3.68
Social issues 16 2.88 18 3.18
Investor influences 17 2.82 19 3.10
Environmental issues 18 2.74 17 3.22
Global expansion 19 2.72 16 3.34

* Based on a five-point scale in which 1 indicates that these factors drive customer focus to a
very small extent and 5 indicates these factors drive customer focus to a very large extent.
This Likert-scale applies to multiple tables in this section.
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Factors Driving Customer Focus, by Likert-Scale Percentages

Question 5: To what extent do these factors drive your company to be
customer-focused today, and to what extent will they drive it in 10 years?

Very Much (5) 4) 3) 2 Very Little (1)

In 10 In 10 In 10 In 10 In 10
Factors Ranked by Mean | Today | years | Today | years | Today | years | Today | years | Today | years

1. Customer demands 36.1%| 54.5%| 31.7%]| 30.6%| 24.3%| 11.7%| 6.3% 2.2%| 1.6%| 1.1%

2.Demands of end-users | 329 | 489 |336 (315 [245 | 140 | 65 | 33 | 26 | 23

3. Need to be innovative | 310 | 523 |340 (289 |23.1 [120 | 94 | 45 | 26 | 23

4.Competitive pressures | 30.8 | 499 | 34.2 [31.0 | 240 |132 | 64 | 34 | 45 | 26

5.Perceived competitive | 26.2 | 41.7 | 36.0 |344 |260 | 162 | 75 | 42 | 43 | 35
advantage

6. Pace of change 240 | 397 332 (349 (307 |209 | 94 | 34 27 | 11

7.Corporate brand image | 26.0 | 39.5 | 30.7 |31.7 [300 | 208 | 87 | 46 46 | 34

8.Customers’ knowledge | 226 | 374 | 348 337 |288 | 197 | 88 | 57 | 50 | 35
of competitors' offerings

9. Technological changes | 23.0 | 45.1 | 27.4 300 |352 |17.8 1105 | 45 | 39 | 26

10. Customer leverage 173 | 289 | 352 |374 |337 | 243 | 96 | 6.1 42 | 33

11-A¥ﬁilabilityoftalent 194 | 40.1 | 308 [295 (329 | 185 |11.1 | 75 | 57 | 49
SKIIS

12. Legal/Regulatory 266 | 372 | 242 |272 (266 | 197 |143 | 95 | 83 | 64
requirements

13.0ur corporate heritage | 18.8 | 239 | 27.3 280 |30.8 | 283 | 145 |13.2 86 | 6.7

14. Corporate mandate 166 | 227 | 304 |296 [310 |304 | 126 | 95 | 94 | 7.7

15.Changing customer | 13.7 | 285 | 243 |326 359 |23.1 | 175 | 102 | 86 | 56
demographics

16.Social issues 10.7 | 175 | 188 |26.8 [34.0 | 26.0 | 205 |[158 | 160 |14.0

17.Investor influences 13.7 | 204 | 227 |239 |21.7 | 219 | 152 | 133 | 266 |20.5

18.Environmental issues | 10.9 | 262 | 168 | 182 296 | 247 | 207 |135 |220 |17.4

19.Global expansion 120 | 249 | 177 269 [283 |212 | 151 |11.1 |27.0 |159
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Corporate Beliefs, by Rank and Mean

Question 6: Please indicate the extent to which these statements describe
what your company is doing and the importance of those actions to your
company.

Extent My Company | Importance/Value
Is Doing to My Company

My company... Rank Mean Rank Mean

Keeps promises to customers 1 4.02 1 4.55

Believes that our products/services are 2 3.90 6 4.35
the best in the industry

Believes this business primarily exists 3 3.83 8 4.22
to serve customers

Is customer-focused 4 3.83 4 4.41

Offers superior service 5 3.77 2 4.45

Knows our customers well 6 3.72 3 4.44

Is more customer-focused than 7 3.71 7 4.29
our competitors

Has a good sense of how our customers 8 3.65 5 4.36
value our products and services

Is driven primarily by customer 9 3.61 9 4.19
satisfaction levels

Keeps promises to employees 10 3.55 10 4.05

Tries to emotionally connect with 11 3.43 13 3.89
customers

Ensures customers' interests always 12 3.35 12 3.92
come first, ahead of the organization

Excels at after-the-sale service 13 3.32 11 3.99

Mainly competes by having the 14 2.23 14 2.39
lowest prices
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Corporate Beliefs, by Likert-Scale Percentages

Question 6: Please indicate the extent to which these statements describe
what your company is doing and the importance/value of those actions to
your company (ranked by mean).

Very Much (5) 4) (3) 2) Very Little (1)
My company. . . Doing | Value | Doing | Value | Doing | Value | Doing | Value | Doing | Value
1. Keeps promises to 33.4%| 64.7%| 41.5%)| 28.4% | 19.9%| 4.9%| 3.7%| 1.6%| 1.5%| .4%
customers
2. Believes that our 318 | 557 [366 (278 (230 | 129 | 72 | 30 | 13 7
products/services are
the best in the industry
3. Believes this business | 32.2 | 49.6 | 31.9 [29.0 |24.2 | 165 9.7 3.7 1.9 1.2
primarily exists to
serve customers
4.1s customer-focused | 304 | 58.1 | 344 [285 |248 | 103 | 81 | 27 | 22 4
5. Offers superior service | 256 | 60.7 | 380 263 (269 | 105 | 74 | 19 | 22 6
6. Knows our customers | 25.1 | 59.2 | 35.0 [29.0 |29.0 87 | 83 | 27 | 27 4
well
7. Is more customer- 273 | 533 | 318 (284 |285 | 14.0 9.7 2.5 2.7 1.8
focused than our
competitors
8. Has a good sense of 21.6 | 52.1 | 359 (347 [30.7 | 10.8 | 10.0 1.8 1.8 .6
how our customers
value our products and
services
9.Is driven primarily by | 21.6 | 464 | 362 |346 [279 | 126 102 | 50 | 41 | 15
customer satisfaction
levels
10. Keeps promises to 194 | 397 338 |357 [322 |165 | 112 | 55 | 34 | 25
employees
11. Tries to emotionally 158 | 335 | 340 [350 [326 |217 (127 | 68 | 49 | 30
connect with
customers
12. Ensures customers'’ 15.1 | 322 1309 380 |334 | 219 | 158 6.1 49 1.9
interests always come
first, ahead of the
organization
13. Excels at after-the-sale | 183 | 43.0 | 26.0 |30.3 [34.0 | 155 | 133 5.5 8.4 5.8
service
14. Mainly competes by | 4.0 7.1 1103 |123 [23.2 | 242 | 292 |251 |332 |313
having the lowest prices
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Strategic Actions, Ranked by Categories and Mean Extent to
Which Companies Take These Actions

Question 7: For the following statements, please indicate the extent to which
your company takes the following strategic actions and the extent to which you

believe it should.

My company develops and Extent My Extent My Company

maintains customer focus by. . . Company Does Should Be Doing

7A) Communication Issues Rank Mean Rank Mean

Reinforcing customer awareness and 1 3. 1 4.25
respect throughout all levels of the
organization

Communicating the customer value 2 3.06 2 4.22
proposition throughout the organization

Using client forums, focus groups, and 3 2.95 6 4.02
other customer feedback systems

Making customer market research 4 2.89 3 4.11
available throughout the organization

Regularly distributing customer 5 2.74 5 4.09
satisfaction data throughout the
organization

Communicating across all business 6 2.72 7 3.98
functions what our competitors are
doing

Having an internal communication plan 7 2.64 4 4.10
in place to ensure that customer
insights are understood by everyone
in the organization

Making sure that employees who don't 8 2.29 8 3.74
have direct customer contact are
involved in customer-focus programs

7B) Environment/Culture Rank Mean Rank Mean

Having the support of top management 1 3.77 1 4.58

Including customers in our corporate 2 3.68 6 4.32
value statement

Creating a customer-oriented culture 3 3.50 3 4.46

Having leaders set the example with 4 3.50 2 4.55
customer-focused behaviors

Empowering employees to solve 5 337 5 434
customer problems

Creating excitement among employees 6 3.13 4 4.34
for our products and services

Treating employees as customers 7 2.85 7 4.09

Continued on next page 84
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My company develops and Extent My Extent My Company

maintains customer focus by. . . Company Does Should Be Doing

7C) HR Practices Rank Mean Rank Mean

Expecting employees to anticipate 1 3.14 3 414
customer needs

Hiring customer-oriented employees 2 3.13 4 4.1

Providing customer-oriented employee 3 2.86 1 4.22
training

Rewarding employees for desired 4 2.86 2 4.15
customer-focus behaviors

Leveraging workforce diversity to better 5 2.85 6 3.93
understand customer needs

Making customer focus a criterion for 6 2.73 7 3.91
advancement

Rewarding employees for resolving 7 2.68 5 3.95

customer issues

Linking all employee evaluations to 8 2.57 8 3.82
customer-focus measures

Rewarding employees for how quickly 9 2.50 9 3.82
customer issues are resolved

Basing personal development plans in 10 2.45 10 3.70
part on customer-insights feedback

Using psychological assessments 11 2.26 11 3.30
when hiring employees for customer-
contact positions

7D) Measurement Rank Mean Rank Mean
Staying aware of competition 1 3.65 2 4.38
Directly asking customers about their 2 3.45 1 4.40
needs
Regularly measuring market share 3 333 8 4.00
Regularly measuring customer service 4 3.13 3 4.26
Continuously monitoring our level of 5 3.10 5 4.24
commitment to serving customer
needs
Systematically and frequently measuring 6 3.09 4 4.26
customer satisfaction
Surveying end-users at least once a year 7 3.03 6 4.17

to assess the quality of our products
and services

Regularly measuring customer loyalty 8 2.89 7 4.10

Measuring contributions of each 9 2.66 9 3.93
business unit to customer service

Correlating customer satisfaction results 10 2.52 10 3.91
to financial results
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My company develops and Extent My Extent My Company

maintains customer focus by. . . Company Does Should Be Doing

7E) Organizational Practices Rank Mean Rank Mean

Regularly contacting key customers 1 3.72 3 4.34

Quickly resolving complaints 2 3.59 1 4.47

Having top management visit customer sites 3 3.48 8 4.19

Primarily competing through product or 4 3.47 11 4.13
service differentiation

Creating competitive advantage by 5 3.35 2 4.37
understanding customers' needs

Having top management host customer 6 3.27 14 3.97
visits

Setting clear customer satisfaction goals 7 3.23 6 4.27

Responding to demands for customiza- 8 3.21 20 3.76
tion personalization

Developing products and services based 9 3.20 12 4.13
on market and customer information

Using customer needs to drive innovation 10 3.15 10 418

Using cross-functional teams for product 11 3.14 13 3.98
design

Being customer-focused at all customer 12 3.12 4 4.30
touch points, not just sales and
customer service

Having a formal strategy to develop and 13 3.12 5 4.30
maintain a customer focus

Aligning internal systems processes with 14 3.11 9 418
customer needs

Having a clearly defined customer value 15 3.11 7 4.24
proposition

Rapidly responding to competitor actions 16 2.96 15 3.96

Offering various levels of service by 17 2.94 21 3.68
value of customer

Involving customers in the design 18 2.39 18 3.83
process for new products/services

Having a corporate officer responsible 19 2.81 19 3.78
for the customer experience

Using technology (e.g., CRM software) 20 2.68 16 3.85
to manage our customer relationships

Including customer focus on organiza- 21 2.63 22 3.64
tional scorecards

Requiring employees to train across 22 2.50 17 3.85
departments

Using customer self-service technologies 23 2.36 23 3.17

Outsourcing customer service functions 24 1.92 24 2.22
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Strategic Actions, Total Rank by Mean Extent to Which
Companies Take These Actions

Question 7: For the following statements, please indicate the extent to which
your company takes the following strategic actions and the extent to which
you believe it should.

Extent My Extent My Company

My company develops and Company Does Should Be Doing

maintains customer focus by. . . Rank Mean Rank Mean

Having the support of top management 1 3.77 1 4.58

Regularly contacting key customers 2 3.72 9 4.34

Including customers in our corporate 3 3.68 11 4.32
value statement

Staying aware of competition 4 3.65 6 4.38

Quickly resolving complaints 5 3.59 3 4.47

Creating a customer-oriented culture 6 3.50 4 4.46

Having leaders set the example with 7 3.50 2 4.55
customer-focused behaviors

Having top management visit customer sites 8 3.48 22 4.19

Primarily competing through product or 9 3.47 28 4.13
service differentiation

Directly asking customers about their needs 10 3.45 5 4.40

Empowering employees to solve 11 3.37 10 4.34
customer problems

Creating competitive advantage by 12 3.35 7 437
understanding customers' needs

Regularly measuring market share 13 3.33 37 4.00

Having top management host customer 14 3.27 40 3.97
visits

Setting clear customer-satisfaction goals 15 3.23 14 4.27

Responding to demands for 16 3.21 53 3.76
customization/personalization

Developing products and services based 17 3.20 29 4.13
on market and customer information

Using customer needs to drive innovation 18 3.15 24 418

Expecting employees to anticipate 19 3.14 27 4.14
customer needs

Using cross-functional teams for product 20 3.14 39 3.98
design

Creating excitement among employees 21 3.13 8 4.34
for our products and services

Regularly measuring customer service 22 3.13 15 4.26

Hiring customer-oriented employees 23 3.13 30 4.11

Being customer-focused at all customer 24 3.12 12 4.30
touch points, not just sales and
customer service

Having a formal strategy to develop and 25 3.12 13 4.30
maintain a customer focus

Continued on next page
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My company develops and

Extent My
Company Does

Extent My Company
Should Be Doing

maintains customer focus by. . . Rank Mean Rank Mean

Aligning internal systems processes with 26 3.11 23 4.18
customer needs

Reinforcing customer awareness and 27 3.1 17 4.25
respect throughout all levels of the
organization

Having a clearly defined customer value 28 3.11 18 4.24
proposition

Continuously monitoring our level of 29 3.10 19 4.24
commitment to serving customer
needs

Systematically and frequently measuring 30 3.09 16 4.26
customer satisfaction

Communicating the customer value 31 3.06 20 4.22
proposition throughout the organization

Surveying end-users at least once a year 32 3.03 25 4.17
to assess the quality of our products
and services

Rapidly responding to competitor actions 33 2.96 41 3.96

Using client forums, focus groups, and 34 2.95 36 4.02
other customer feedback systems

Offering various levels of service by 35 2.94 56 3.68
value of customer

Involving customers in the design 36 2.89 49 3.83
process for new products/services

Making customer market research 37 2.89 31 4.11
available throughout the organization

Regularly measuring customer loyalty 38 2.89 33 4.10

Providing customer-oriented employee 39 2.86 21 4.22
training

Rewarding employees for desired 40 2.86 26 4.15
customer-focused behaviors

Leveraging workforce diversity to better 41 2.85 44 3.93
understand customer needs

Treating employees as customers 42 2.85 35 4.09

Having a corporate officer responsible 43 2.81 52 3.78
for the customer experience

Regularly distributing customer 44 2.74 34 4.09
satisfaction data throughout the
organization

Making customer focus a criterion for 45 2.73 45 3.91
advancement

Continued on next page
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My company develops and

Extent My
Company Does

Extent My Company
Should Be Doing

maintains customer focus by. . . Rank Mean Rank Mean

Communicating across all business 46 2.72 38 3.98
functions what our competitors are
doing

Rewarding employees for resolving 47 2.68 42 3.95
customer issues

Using technology (e.g., CRM software) 43 2.68 47 3.85
to manage our customer relationships

Measuring contributions of each 49 2.66 43 3.93
business unit to customer service

Having an internal communication plan 50 2.64 32 4.10
in place to ensure that customer
insights are understood by everyone
in the organization

Including customer focus on organiza- 51 2.63 57 3.64
tional scorecards

Linking all employee evaluations to 52 2.57 50 3.82
customer-focus measures

Correlating customer satisfaction results 53 2.52 46 3.91
to financial results

Rewarding employees for how quickly 54 2.50 51 3.82
customer issues are resolved

Requiring employees to train across 55 2.50 48 3.85
departments

Basing personal development plans in 56 2.45 55 3.70
part on customer insights feedback

Using customer self-service technologies 57 2.36 59 3.17

Making sure that employees who don't 58 2.29 54 3.74
have direct customer contact are
involved in customer-focus programs

Using psychological assessments when 59 2.26 58 3.30
hiring employees for customer-contact
positions

Outsourcing customer service functions 60 1.92 60 2.22
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Top 20 Strategic Actions, by Likert-Scale Percentages

Question 7: For the following statements, please indicate the extent to which
your company takes the following strategic actions and the extent to which
you believe it should.

Very Much (5) 4) 3) 2) Very Little (1)

My company. . . Does |Should | Does | Should| Does |Should| Does | Should| Does [Should

1.Having the support of 36.6% | 67.8%| 23.6%| 25.2% | 24.1% | 5.1%| 11.6%| 1.6%| 4.2%| 4%
top management

2.Regularly contacting key | 326 | 563 | 29.5 281 [212 | 112 | 103 2.0 6.3 24
customers

3.Including customersin 37,1 | 549 | 241 292 |176 | 109 | 118 | 33 94 | 1.8
our corporate value

statement
4.Staying aware of 252 | 553 | 339 (330 259 | 82 |[112 | 18 | 38 | 18
competmon
5. Quickly resolving 214 | 580 |353 (333 (277 | 7.1 | 116 | 11 | 40 5
complaints

6.Creating a customer- 216 | 583 | 295 [319 (312 8.0 | 132 1.4 45 4
oriented culture

7.Having leaders setthe | 245 | 64.1 | 274 284 |277 | 56 | 143 | 14 | 62 | 4
example with customer-
focused behaviors

8.Having top management | 27.4 | 473 | 263 |326 |232 | 152 | 138 1.8 94 3.1
Visit customer sites

9. Primarily competing 205 | 462 | 342 |324 |26.1 13.4 | 10.7 3.8 8.5 4.2
through product or
service differentiation

10. Directly asking customers | 23.9 | 556 | 286 |32.8 |236 | 89 | 165 | 16 | 74 | 1.
about their needs

11.Empowering employees | 17.6 | 487 | 29.7 |39.7 |30.4 92 [ 167 | 14 | 56 9
to solve customer

problems

12.Creating competitive 188 | 563 | 259 |295 [322 [109 | 170 | 16 | 60 | 16
advantage by
understanding
customers' needs

13.Regularly measuring 270 | 428 | 219 |324 |223 | 13.0 | 143 56 | 145 6.2
market share

14.Having top management | 246 | 395 | 21.2 339 |245 | 161 |[158 | 53 | 139 | 53
host customer visits

15.5etting clear customer | 188 | 466 | 248 |379 268 | 129 | 194 | 18 | 102 9
satisfaction goals

16.Responding to demands | 185 | 30.1 | 232 [31.5 |297 | 268 | 178 | 72 | 109 | 43
for customization

personalization

17.Developing products 143 | 449 | 283 (330 (308 | 159 | 168 | 2.2 | 98 | 40
and services based on
market and customer
information

18.Using customer needs 136 | 455 | 252 [351 [33.0 | 136 | 196 | 3.1 87 | 27
to drive innovation

19.Expecting employeesto | 12.9 | 404 | 266 |388 |324 | 165 | 183 | 31 | 98 | 13
anticipate customer
needs

20.Using cross-functional 185 | 41.1 | 245 |328 | 254 156 | 16.1 38 | 156 6.7
teams for product design
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Value of Customer Focus, by Mean and Likert-Scale Percentages

Question 8: My company measures the impact of our customer-focus
program by changes in...

Very Much Very Little
Mean ®) @ ® v) @
1. Customer satisfaction 3.83 35.3% 325% | 17.9% 8.4% 5.8%
2. Customer feedback 372 | 305 335 193 11.0 5.8
3. Customer complaints 3.68 29.0 33.1 21.5 103 6.2
4. Revenues 3.59 29.7 30.1 213 7.5 1.4
5. Customer loyalty 356 | 239 344 228 1.8 7.1
6. Market share 3.42 23.6 30.5 22.8 11.2 12.0
7. Customer sales 3.32 23.9 28.2 21.2 93 17.4
8. Customer engagement 3.14 12.5 29.5 30.8 13.8 13.3
9. Customer referrals 3.13 17.0 26.0 25.2 16.6 15.1
10. Customer attrition 3.11 15.3 239 31.0 16.3 13.5
rates
11. Customer profitability 29 | 142 24.1 24.9 16.6 20.2
12. Speed to market with 2.75 11.0 20.0 26.7 17.6 247
new products
13. Employee satisfaction 2.74 9.3 20.2 28.2 19.6 226
14. Employee retention 2.69 8.0 19.3 29.3 20.0 23.4
15. Spending on 2.68 6.4 20.6 29.5 22.1 21.5
marketing
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Barriers, by Mean

Question 9: What hinders your company from attaining higher levels of

customer focus?
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Barriers to developing and maintaining a
customer focus are. . .

Mean Extent This
Hinders Company

Time pressures 3.50
Budget resource constraints 3.26
Lack of communication 3.24
Faulty prioritizing 3.12
Unclear expectations 3.12
Inadequate rewards for good customer service 3.09
Lack of accountability 3.03
Lack of agreement on what constitutes customer value 2.99
Lack of proper infrastructure 2.99
Bureaucracy 2.98
Lack of ownership 2.97
Lack of formal training 2.95
Customer focus is seen as the job only of sales and customer service 2.92
Short-term mentality 2.88
Getting off track 2.82
Lack of urgency 2.80
Dynamic market environments 2.80
Conflicts between departments 2.80
Reengineering problems 2.78
Skepticism among employees 2.77
Lack of management support 2.70
Political atmosphere 2.70
Unclear marketing objectives 2.59
Inadequate employee capabilities 2.57
Nonsupportive corporate culture 2.45
Lack of technology 2.44
Lack of proper distribution systems 2.20
Uncertainty of who is the customer 2.14
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Top 15 Barriers, by Likert-Scale Percentages
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Question 9: What hinders your company from attaining higher levels of
customer focus?

Barriers to developing and Very Much Very Little
maintaining a customer focus are () 0y &) ©) @)
1. Time pressures 23.3% 30.1% 26.8% 12.6% 7.2%
2. Budget resource constraints 20.2 25.0 27.8 14.2 12.8
3. Lack of communication 19.4 249 27.6 16.7 11.5
4. Faulty prioritizing 13.6 28.0 283 17.1 13.0
5. Unclear expectations 14.8 26.2 28.7 16.7 13.6
6. Inadequate reyvards for good 14.8 26.0 28.7 14.2 16.3
customer service
7. Lack of accountability 14.8 25.6 24.9 17.5 17.3
8. Lack of agreement on what 13.6 243 28.9 14.4 18.8
constitutes customer value
9. Lack of proper infrastructure 13.2 21.7 32.6 15.7 16.7
10. Bureaucracy 18.6 18.1 24.9 19.8 18.6
11. Lack of ownership 16.1 23.7 21.7 18.4 20.0
12. Lack of formal training 11.5 25.0 28.0 18.1 17.5
13. Customer focus is seen as 14.4 243 229 15.9 22.5
the job only of sales and
customer service
14. Short-term mentality 15.5 19.4 25.6 16.5 229
15. Getting off track 8.7 18.8 34.6 214 16.5
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International Issues, by Rank and Mean

(This question was only for companies that indicated they are global/multinational.)

Question 10: Please indicate how important the following issues are to
developing and maintaining a customer focus in your international markets

today and in 10 years.
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Importance/Value to My Company

Today In 10 Years
Issues Rank Mean Rank Mean
Ability to meet local requirements 1 3.82 2 4.27
Competitive factors 2 3.74 1 430
Experience level of local management 3 3.67 6 4.15
and staff
Customer service infrastructure 4 3.59 4 4.24
(e.g., reliable communication)
Customer/consumer preferences 5 3.53 7 4.08
and differences
Global customer-focus strategy 6 3.51 3 4.24
Customer feedback systems 7 3.50 5 4.21
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International Issues, by Likert-Scale Percentages

Question 10: Please indicate how important the following issues are to
developing and maintaining a customer focus in your international markets
today and in 10 years.

Very Much (5) 4) 3) 2 Very Little (1)
In 10 In 10 In 10 In 10 In 10
Issues Today | years | Today | years | Today | years | Today | years |Today | years

1. Ability to meet local 32.3%| 53.6%]| 31.3%| 28.2%| 25.8%| 12.4%| 7.9%| 3.8% 2.7%| 2.1%
requirements

2. Competitive factors 254 | 564 |385 (268 |251 |11.1 | 65 | 24 | 45 | 34

3. Experience level of local | 23.0 | 457 | 368 [333 |268 | 137 | 11.0 | 48 | 24 | 24
management and staff

4. Customer service 21.0 | 519 |33.7 (282 (326 | 14.1 9.3 3.8 34 2.1
infrastructure (e.g.,
reliable communication)

5. Customer/consumer 179 | 423 337 326 [344 |189 | 113 | 34 | 27 | 27
preferences and
differences

6. Global customer-focus | 23.0 | 55.0 | 285 [254 |31.3 | 120 | 11.0 4.1 6.2 34
strategy

7. Customer feedback 196 | 457 | 296 (368 [364 | 124 | 103 | 27 | 41 | 24
systems
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