Customer-Centricity: What Separates the Best from the Rest?
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Over the past few years, customer-centricity has become a hot topic, and with good reason. According to research from
Forrester, market leaders in customer experience enjoyed ~450% greater CAGR, compared to market laggards, during the
period of 2010-2015." Unfortunately, there is a great deal of confusion about what customer-centricity is and how to put its
principlesinto practice. At too many companies, customer centricity is mostly hype —a rebranding of traditional marketing,
sales, and customer service practices that involves no substantial change, and delivers little benefit.

To begin cutting through the hype, we have developed a model (Figure 1 below) that defines four distinct levels of customer
centricity. Based on our research and work with clients, a majority of companies function at level two or three, with only a
small fraction operating in a truly customer-centric manner.

Figure 1: Customer Centricity Maturity Model
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Below we describe five practices that comprise world-class customer centricity, and how to implement them.
1. Focus on helping customers deliver more value to their customers (other businesses or consumers)

Traditional sales approaches focus on educating customers about the features and benefits of company products and explain-
ing why they are better than competing offerings. More sophisticated sales strategies, by now commonly adopted (though
with highly variable levels of effectiveness), focus first on uncovering and exploring customer needs, and then mapping a
company's products and/or services to those needs. Such consultative sales approaches often involve custom configura-
tion or design of bespoke solutions to meet customer needs. In any case, selling that starts with a genuine focus on customer
needs is a key element of customer-centricity, though by no means a new concept.




Best-in-class customer-centric selling goes a step further, by engaging

with customers to explore and address the key needs of their customers. Maersk
Implementing this approach requires that sales teams (supported by mar- Revitalized sales curriculum, methodology,
keting, product specialists, and others) focus substantial time and energy and processes to focus on solution selling
on the following questions: (instead of product-selling)?

B What different types of customer does our customer serve?

B What are the different business models of our customer's customers? 3 5 0 %

What specific challenges and opportunities do
they face?

ROl in two years
immediately following
initiative launch in 2011

B How canwe help our customer better serve their customers, and thereby
increase their own revenue and profits?

Figure 2: Extended Value Chain Solution Selling
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2. Embed customer-centric thinking and practices in company DNA — across all functions

R&D organizations are staffed by bright, innovative people, but they are usually far removed from customers, and often more
energized by new technology and solving technical problems than meeting customer needs. Product management teams are
closer to customers, but their view of customers is aggregated by market segment, not individualized. They are measured
and rewarded based on the sales and profitability of their products, and thus see customers primarily through the lens of
those products. That's not necessarily inconsistent with a focus on customer value, but it is certainly not the same thing. As
customer needs evolve and change, the incentives of the product management function often create inertia that impedes
innovation and responsiveness to customers.

Of course, Sales and Marketing teams use voice of customer surveys and interviews, customer focus groups, customer journey
analysis, and various market research techniques to seek out information about what customers want. At the same time,
incentives based on sales growth and account profitability often compromise a truly customer-centric focus, when they are
not balanced by a deep commitment to delivering value to customers and enabling their success.




All of thisis natural and indeed inevitable. Wholesale change is neither realistic nor necessary, nor even desirable. Completely
replacing sales quotas with incentives based solely on customer satisfaction or success is, in most cases, a good way to drive
your company out of business. Attempting to turn researchers, developers, designers and engineers into salespeople or
customer service professionals is likewise misguided.

Nonetheless, the silos that exist in most companies between functions need to be breached. Functions from R&D, to Product
Management, to Marketing, to Sales, need to expand their traditional priorities and measures of success with unifying metrics
focused on customer value and success. Product designers and managers should regularly join account teams in customer
meetings. Sales leaders and managers should be actively involved in the earliest stages of R&D and new product develop-
ment. In practice, this often leads to a significant amount of debate and argument. R&D teams often dismiss salespeople as
technically ignorant; sales teams view R&D as overly theoretical and detached from marketplace realities. But customer-
centric leadership can ensure that such clashes do not lead to dysfunctional conflict, but rather serve as a source of creative
abrasion that drives practical innovation.

3. Externalize innovation

Research and development at most companies are inwardly focused, but
market leaders realize that successful innovation requires deep customer
empathy. Consider GE Healthcare IT, which made a point of visiting hospitals  EEBES RTINS aT IV E Vst at=te Al
to understand how they (and their patients) experienced GE equipment. 2014, prioritizes deep customer empathy
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GE reps decided to visualize the rooms as children would, even kneeling to
be ata child’s height. They ended up helping hospitals transform MRI rooms 1 7 5 O/ Increase in stock price
into adventure experiences, such as a pirate ship —and patient satisfaction O since2014

scores increased by 90 percent.®4
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Jointinnovation centers, where technical staff from a company collaborate closely with technical staff from top customers
or suppliers, are also a powerful practice. Innovation labs, embraced by companies across industries (e.g., Amazon, Huawei,
FICO), give customers the opportunity to work closely with dedicated cross-functional teams of technology and solution
development experts.

Even if, as Steve Jobs famously noted, customers themselves don't yet realize they have a need, R&D teams should be
trained in customer-centric thinking — they should embrace collaboration and co-innovation with customers and partners
as a key component of solution development, and demonstrate how new products and features will meet real and pressing
customer needs.

4. Seek competitive differentiation through every aspect of the customer journey and experience

By now, most companies have embraced the practice of mapping customer journeys. According to Salesforce, 56% of
companies with 2500+ employees have adopted a “customer journey strategy” — but just 29% rate their strategies as “very
effective” or “effective.”

Market leaders distinguish themselves in two ways. First, unlike many
companies that manage solution implementation, service delivery, and
customer service as cost centers, leaders treat them as value drivers. Rather  BEREVEEI e RIIE=I{E=Yd=Yo RN E1 8 I - E AT 55
than focus primarily on the internal efficiency of these functions, they [EReEIERI RN TiiA1aTe Btert=lole RPNV deTol1s
relentlessly search for ways to improve the customer experience across |[EReIfEEIRNI g el

every touch point, and are willing to add internal costs where doing so will
reduce complexity for customers, accelerate solution implementation $ 500 Estimated annual

and time to revenue, and increase customer retention and cross-selling revenue lift since 2015
opportunities. Customer Service teams probe for opportunities to deliver
unexpected value — versus simply solving the immediate problem. (Note that this is quite different from the common, and
often counter-productive, practice of mandating that customer-service reps engage in direct cross-selling or upselling.) Such
an approach requires close partnership between Sales leaders, and leaders in Operations who are typically responsible for
many of the systems and resources that shape a customer'’s experience.
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Second, market leaders balance investment in automation with continued focus on human interactions with customers. While
customer journeys are becoming more automated, 75% of global consumers still want to interact with human counterparts.’
Why? Even as customers appreciate the ability to quickly select from a catalogue of online offerings, or self-configure a solu-
tion, when they have complex or unusual needs, customers prefer to deal with a knowledgeable, consultative sales team.
Self-service tools are spreading as they become more powerful, but human judgment, ingenuity — and, when things go
wrong, empathy — cannot be replaced.

Best-in-class companies understand the interdependence between systems and people, and optimize the customer experi-
ence by making complementary improvements to both, and ensuring their seamless integration.

Figure 3: Optimizing the customer journey
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5. Marry customer centricity with employee engagement

As with many business disciplines, customer centricity is about more than systems and tools. At root, it's about cultural
transformation, and successful execution ultimately depends on people. Moreover, the simple truth is that you can't expect
employees to treat customers better than they themselves are treated.

Market leaders in customer centricity ensure the entire company keeps customers and their needs at the forefront of plan-
ning, decision-making, and day-to-day execution. Three key practices enable them to do so.

® |nspire and engage employees. Improving employee engagement creates a virtuous cycle: top talent seeks to work for
companies which delight customers, and attracting and retaining the best talent leads to better customer outcomes. Thus,
companies with best-in-class customer experience have 60% more employees that are highly engaged.’ One way to engage
employees, and help embed customer-centric thinkingand practices throughout an organization, is to invest in customer-
focused training and development. Bank of America and Carilon Clinic, for example, have expanded training curriculums
— traditionally focused on technical skills and know-how — to include customer empathy and difficult conversations. ?




B Empower employees with customer insights. Arm allemployees with Airbnb
relevant and actionable data about customers. Ensure information is 1SN
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customers will always exist in some tension with a company’s obliga-
tions to shareholders, and the self-interest of its employees. Only
enterprise-level leaders can provide the guidance for how to produc- + 5 5 NPS score for classes offered
tively manage this tension.
Figure 4: Traditional vs. customer-centric thinking
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