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At the beginning of the 20th century, department stores became the vehicle for American prosperity as they served two functions of modern retailing: education and distribution.  Department stores educated customers about new products that would improve their lifestyles and so fueled consumer demand.  Once customers had been educated about what was available and assisted in choosing the right product for their needs, the store distributed the product to the consumer.

Stores declined as mass media allowed manufacturers to communicate directly with customers.  Surviving retailers became low-cost distributors of brand-name merchandise to already educated consumers.  New entrants are prospering by returning to serve the educational function of traditional retailing, and some are abandoning physical distribution to concentrate exclusively on educating customers about new products that improve the buyer’s lifestyle.  Service has again returned to the forefront of American product delivery.

Service:  The new, differentiating component to Product

Service now forms one leg of the strategic tripod of Product, Price and Total Solution.  What are the "defining moments" of this new level of service?  How do you describe this service?  How do you implement it?  How do you measure and improve its performance?

Service providers must evolve as the personal needs of their clients change, creating an annuity relationship with them.  Each major demographic group will demand different kinds of services and service delivery - and will evaluate it differently.  Today you must be prepared to serve the Quiet Generation, the Boomers, the Busters (Generation-X), and the Echos.

"Serduct" - the merger of service + product

Buyers view their purchase event through one of three lenses: 

· Purchase as best price

· Purchase as service

· Purchase as theater

Service plays an essential role in all three purchases.

In purchase as best price, the service component must be extremely efficient and nearly invisible.  In purchase as service, the care and pampering of the buyer is the defining component of the "product" because the buyer could have purchased it elsewhere for less but opted for the intangibles of service.  In purchase as theater, the service component expands to include the overall event and the environment of the sale.  The story that the buyer will tell, and retell, to others about the purchase becomes an integral part of the product.

Transcending the transaction - moving beyond the individual purchase

Most traditional businesses require some 50 to 60% repeat buyers to sufficiently lower the cost of sale for new buyers.  If the percentage of new buyers rises significantly above 40 to 50%, the firm will suffer for operating cash and generally will see sales revenue stretch unacceptably beyond forecast.  

Most firms find themselves in a Catch-22 position as they've neither the money nor the processes to build sufficient new sales by traditional means.  Winning firms are breaking the mold by forming a relationship with their customers - a relationship that costs more in the short term but delivers long-term buyers that influence other potential buyers in their circle of acquaintances.

The essential element is building an inalienable trust between the buyer and seller.  This trust can be built with a variety of tools, but some essentials emerge:

· Give the buyer a pleasant and trusting experience.

· Institutionalize a personal "culture of passion" among employees.

· Get far in front of the purchase and well after it.  Develop birth to grave buyers.

· Put aside the traditional, adversarial relationship for a win-win.

· Minimize employee turnover (and consequential training).

· Create measurement standards and reasonable accountability.

This trusting bond created between buyer and seller permits seller to extend his/her franchise to a family of services and products for their customers.

"Listening to the customer" versus "Don't listen to the customer"

Both statements are correct, but the seller must know when to do one or the other.  Most firms have dropped out of touch with their clients' needs to such an extent that it is a safe bet “ to listen”. 

Firms steal a strategic advantage on their competition when they can define products which neither potential customers or competition can see.  The minivan and "sticky notes" being prominent examples; there was no market data indicating a need for the minivan because no potential buyer had ever seen one.

We used to think that it was easier to "listen" rather than "not listen" to the customer, but experience has shown both approaches are difficult to master.   Listening intently to the customer demands highly responsive product development cycles and a customer engagement strategy.  Winners respond to clients’ needs fast and often - speed, change, and feedback become organizational givens.

Not listening to the customer, going instead on one's internal predictions, demands risk taking and perseverance to succeed, not to mention investment.  Customers often don't know where they want to go in terms of their own product needs over periods of two or more years.  Winners incubate controlled risk taking, listen to "visions," encourage entrepreneurship and do not punish "failure."

Time-Based Competition

Successful firms will be differentiated by service - Not services but service, where service is a continuous series of products and services that meet or predict the client's needs.  Agile firms must create, deliver, maintain, and continually evolve service.

Agile companies and their workers react rapidly to customer and market demands.  These firms expect their suppliers to respond to their needs.  Competitive advantage will go to firms whose marketing plan embraces Time-based competition (TBC).

TBC has two strategic parts: Time-to-Market and Market-Engagement Strategy.

Time-to-Market requires rapid internal cycle times and the mindset to deliver products that are functionally "good enough" in terms of user needs so that they sell.  (Quality becomes a given; the "good enough" applies only to function-set.) 

The Market-Engagement Strategy moves in with the customer, listens carefully, "sells the dream" and then incrementally implements that dream with a stream of products and services.  (Services bridge the gap between the current products and what the customer needs.)

Product development becomes part of a customer engagement process by shifting into continuous improvement and a short development cycle.

Benchmarking customer “dis-service”

Customer dissatisfaction measures can be more revealing than satisfaction measures.  Customer retention rates, repurchase rates, and defection rates are critical as leading indicators of future customer behavior.  “Food-chain” analysis pinpoints which products and services will be emphasized in the future, identifies which customers will receive these products and services, and defines which markets will, and will not be, pursued.

Every Baldrige winner and finalist actively uses “benchmarks” and comparative measures and a, “We-can-learn-from everyone” attitude toward continuous improvement.  Customer service, Product/service, and the Employee are three of the ten basic performance categories.

Building brand equity

Using service to create distinct brand equity above and beyond the products sold require the combination of substance, emotion, and consistency.  Once a company assumes a brand identity, it has to live with the consequences of that identity – a brand is a promise that you must keep.  A promise broken is a brand destroyed.  There can be no difference between what you sell and who you are.  

Your corporate brand becomes the composite personality of the people who work for you - and your service personnel are the people that increasingly handle your customer and define the customers' view of your firm.  Examples:  FedEx: “Absolutely, positively on time, every time.”  Nordstrom: “100% customer satisfaction, no matter what!  No question return policy.”

Author Sidebar:
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