Revolutionize Your Qustomer Experience beyond g
mwte,‘ _Z — A/‘eyou mlwng l'he @rge? building great customer experiences

The world isgoing mad!

A budget airline gives away 2 million free seats...

Need a new car? No problem, you get one free when you take out a new
mortgage. (1)

Going into hospital? Fancy choosing your own room decoration and the artwork
to hang inyour room?....Sorry?what are you saying?...... improving your
Qustomer Experience make people heal faster?(2)

How can a public library with a city population of 52,000 people be attracting
3,500 people every day! (3)

Fancy a Chilly Willie? (an Ice Qream)...the natural placeto get oneisfromaHi-H
specialist? (4)

Fancy flying a MIGjet? What about being a zookeeper for the day? Or how
about driving a rally car? These things can now be bought in a box at your local
store...and it’s one of the highest growth sectorsin stores (5).

Fancy drinking water which isfrom a 23,000 year old glacier? You can buy it in
a bottle - it’s convenient that way!(6)

Fancy getting married somewhere unusual? How about honeymooning at an Ice
Hotel (7) that is constructed each year entirely fromice?

What is happening? The world is going maad!
Fancy dramatically improving your Qustomer Experience from 51-91% and saving
approximately £8.5m ($15.5m) asa direct result? (6) We will reveal how a utility
organisation, we have worked with, has done exactly that.
Organizationsacrossthe globe are improving their Qustomer Experience and saving
money. We reveal ground breaking new research on why the world isgoing mad, and

what is happening here. For instance (8) why do...

95% of senior businessleaders saying the Qustomer Experience isthe next competitive
battleground (8)

...and why hasthisincreased by 24% in two years?
However, the big question iswhat are YOU doing about it? Nothing? Then watch out!

You are going to be left behind as more and more businesses see the light and are
transforming their organisations.
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With over 7 years working in this new arena, we have recently discovered a new
methodology that enables organizations to identify where they are today on the journey
of improving their Qustomer Experience and what they need to do tomorrow to be ready
for the new world. All thiswill be revealed in this book.

But lets stop for a moment and take a step back. What is this Qustomer Experience stuff
anyway? Why are so many people talking about it and why isit so important? To
explain picture this...it"'s four weeks before Christmas and your partner asks that fateful
question ..."What would you like for Christmas darling?’ ....oh goodness you think,
“What do | want for Chrissmas’, .. nothing comes to mind, | must think of something for
them to buy me. You remember seeing a small camcorder you liked and think “|
probably will never use it, but let’s put it down on the list anyway, at least it's a start”.
You look at the shopping catalogues, “maybe that will jog my memory”..but it doesn'’t.
You remember the CD that you half want so that goes down on the list...

Why do we have the difficulty? A hundred years ago, it was easy. People wanted so
many things just to survive, so why is this question so difficult today?

The reality isthat for many people we already have what we want. If you want a CD or
a DVD player you buy them as they are now only a few dollars. In fact people have more
than what they want. Have you looked in your garage or loft recently? Look at the junk
you have accumulated? How many TV's, VCRs and DVD's do you have? | guess more
than one. Why? Relatively speaking we are more affluent than we have ever been. The
combination of more competition, improved manufacturing methods and many other
things has resulted in a plentiful supply of goods & services. There is now so much
choice across many markets that everything is becoming a commodity. In our ground
breaking research we conducted for this book (8) we found that:

84% of organisations believe their market is commoditisng (8)

The time from innovation to imitation is now a matter of weeks as many businesses are
struggling with the effects of commaoditization, reducing prices, reducing profit, which
then leads to cost cutting. Qur research shows that:

76% of organisations now believe commoditization is now affecting their
profitability.

Some of our clients now even question the merits of investing vast sums of money in
Research and Development asit fails to give them a sufficient edge over their
competition for long enough to pay back their investment. For example, can you
remember which organization was first to the market with picture messaging for Cell
(mobile) phones? Do you remember, or even care? One thing is for certain, the
advantage only lasted a matter of weeks before everyone else was offering the same
functionality.

The enlightened organisations know that customers do not always buy the cheapest
products. This was summed up for me in a very clear and unambiguous way by Michael
Porter, when | was speaking with him at the European Qustomer Management
Conference (9). Michael said...
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“When everything is equal, people buy on price’

Thisis such a smple statement, but one that articulates a number of things for me. It
meansthat if everything is equal people will buy on price and therefore your
profitability will erode, as you will need to compete on price. It means that if you don’t
want thisto happen then you should be making things “unequal”. So let’s reverse
Michael’s statement:

“When everything is unegual, people do not buy on price.”

Is this want you want for your organisation? Do you want to have something that is
different from your competition? Of course you do. That iswhat everyone is striving for,
but in today's world it seems everyone is running just to stand till.

CRM (Qustomer Relationship Management) wasto be the differentiator, until everyone
was doing it. But if everyoneisdoing it we need to do it otherwise we will be left
behind. So everyone does, but they don't actually know why! Little surprise then that
60% of CRV implementations fail to meet their objectives (10). But we are all really
busy and we want to be customer focussed! RUBBISH! Qur research revealsthat after
years of “Qustomer focussed” rhetoric...

47% of organizations still class themselves as “Product Led” (8).

You see we are constantly busy doing “stuff”. Suff, stuff and more stuff. The more
organizations downsize the more stuff we all have to do. We are doing stuff just to keep
up with other organisations. The game appears to be who can out stuff the other.
However, stuff is not good enough! Suff is not the answer and will not solve the
problem. Because....

Suff isjust stuff.

Organizations are facing a huge chasm of where they are today and where they need to
be tomorrow just to survive. Unfortunately. ..

You can't jump a chasm in two jumps
A number of organizations are rushing headlong into oblivion, “but we are really busy!”
isthe cry! But busy doing what? People can't see the wood for the trees. When we sit
down calmly with clients and explain what is happening, you can see the light bulbs
being turned on. They become enlightened and can clearly see the path ahead.
To explain this further | would like to relate a story | heard a while ago when | meet a
really nice guy called Declan Coyle(11). Thisisa great story about his past which |
believe encapsulates the issue for me:

Declan's Sory...
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Afew yearsago, when | wasin Taiwan, we were staying near a wonderful part of
the world near the Taroko gorge. We had been visiting there for a number of
reasons, but one reason wasto look at the whole subject of Buddhism and
enlightenment. But on this particular day we had decided to take the day off and
three of ushad decided to walk the Taroko gorge. We learnt fromthe localsthat it
normally takes about five and a half hoursto walk the gorge, but we decided to
set ourselvesatarget and walk it in five hours, we were going to beat the
average!

We et off at agreat rate of knots, ssomping loudly through the terrain. After an
hour or so the sweat was pouring fromusand | remember looking at my watch
and thinking we were making good time. Aswe came up to a small hill | looked
down to my right and saw about eight Chinese Buddhist nunssitting by a stream.
| remember thinking, “What are they doing, they are very till?” Coincidently our
path led usright past them.

Aswe were passing, one of them said, “Just amoment!”, | stopped immediately as
| thought they may be in some sort of trouble.

“Yescan | helpyou?’ | asked.

The smallest nun turned to me and looked at me with a hint of anger on her face.
“Excuse me,” she said, “but you're missing the Gorge.”

“What"?| said somewhat surprised, “Missing the Gorge?’ How do you mean, I'm
missing the Gorge?’

“From the moment | saw you coming along in the distance, | knew you had to be
from the West, asyou were walking at such afast pace. You are missing the
gorge!

| was shocked and somewhat annoyed, she had stopped meto tell me something
soridiculous, and | was going to missmy target if | wasn't careful.

“Missing the Gorge, missing the gorge, how can | be?I’'min the Gorge, | have cuts
on my leg fromthe Gorge, how can | be missing the Gorge!” | said rather annoyed.
“You are missing the Gorge” she reiterated, “please spend a moment and sit down
with meand I will explain”.

| looked up at Tommy and Larry asthey were disappearing into the distanceand |
remember thinking, “l will have tojogto catch themup”, but | decided to sit down
assheintrigued me.

“Hease sit down, and close your eyesand listen” She said.

“Listentowhat?’ | asked, “thisisgilly”.. .l sat down anyway and did as she asked.
“l want you to hear the Gorge | want you tolistentoit” she said calmly.

My mind wastelling me that there was nothing to hear, how can you hear a
gorge! But then it happened and | started to hear things. The water running by the
side of the stream, the birds chirping in the distance, the rustling of leavesinthe
bushes and trees, the wind blowing past my ears, my heart beating, my breathing.
Suddenly | started to feel serene. Then | realised ...I waslisteningto the gorge! |
could hear all the soundsthat | hadn’t heard before. | could feel the sun on my
face, the wind gently caressing my skin, the beads of sweat dripping down my
face.
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“Now open your eyes, look and see, really see!”

| opened my eyes. | saw the blue water of the stream, the white foam asit raced
acrossthe rocks, the wonderful colours of the rocks, the plants and treescoming
out of the crevices. iolets and pinks. Then | looked up and saw the blue sky like a
dome above.

“Now breathein deep .. .breathe the gorge!”

I filled my lungswith air. Fresh air. | realised. . ..she wasright.. ..| had been missing
the gorge, thiswaswonderful. Only now did | realise what she meant. She spoke
very softy, “do you see what | mean, you were missing the gorge™. “Yes’ | replied. |
didn’t want to move. Then she said something that wasto hit melikea
dedgehammer.

“I hope your action today isnot a symbol of your life”?.” Are you missing the gorge
inyour life, rushing from one thing to another without thinking?’

It was like one of those momentswhen everything comestogether and | thought
“my goodness, she'sright”...| am missing the gorgein my life! ....a sense of
enlightenment came over me. | am not spending thetimeto see all thejoy that is
happening around me. | am so busy rushing from one thing to the next that | had
missed the gorge.

Bveryday since that day | now spend time thinking about what | am doing, trying
not to missthe gorge. So let me passon the favour the Nun gave to me, “are you
missing the gorge”?

What a great question. “Are you missing the gorge?’ A great question about your life. A
great question to apply to your organisation’s Qustomer Experience. Are you missing the
gorge with your Qustomer Experience? Do you actually ever stop and see what you are
doing, really see. Do you ever stop and look at the detail of what is happening, and
what your customers really think? Do you consider why this is happening? Do you ever
stop and think about what is happening in your industry, the market, the world and the
effect thiswill have on your organizations Qustomer Experience?

We are so busy doing “stuff” that we are missing the gorge, not seeing what is
happening all around us. We have become blind to the signsthat are there if we took
time to stop, look and listen. We have not taken the time to get off the merry go round
and do one of the key things we, as leaders and managers, are paid to do - THINK!

The Qustomer Experience gorge is full of dangers and opportunities. The danger is that
you carry on stomping through the undergrowth, oblivious to the world around you. You
continue to rush headlong like lemmings to the commoditisation precipice that awaits
those blind organisations. These organisations continue to have their head in the sand
and say they are customer focussed whilst their Qustomer Experience is, at best,
providing a bland Qustomer Experience. The gorge is strewn with organisations that do
not know where they are going with their Qustomer Experience or what they are doing;
they are blind to the world around them. Therefore, the choice is yours if you wish to
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continue on the lemming rush to commoditisation and the inevitable cannibalisation of
your profits. Just carry on what you are doing. Put this book down now, don't waste
your time reading any further, | wish you good luck. You'll need it!

On the other hand, you may wish to use us as your guide as every day more and more
organisations are putting on their walking boots, loading their backpack with customer
information, getting the maps out to plot their direction and setting off on their
journey. This path is well covered but takes you safely past the commoditisation
precipice. However, only the people who are enlightened can see the path. This path has
been forged by some daring pioneering organisations led by enlightened dynamic
leaders, some of whom have kindly contributed to this book, several of whom we have
had the pleasure to work with. Kathy Haley, VP Qient Experience, Royal Bank of Canada
told us the following.

“I hear alot of people saying that it isdifficult to transformthe experiencein
financial servicesbut | personally think the work that isunderway to improve our
client experience will radically change the way we go to market. Ten yearsfrom
now, | think it may ultimately change the marketing text books. WWhen you look at
the client experience it is more holistic than people typically understand”.

Peter Scott, Qustomer Service Director, T- Mobile.

The whole market is changing as people become more affluent and more
demanding in the productsand servicesthat they are buying. Asa service
organisation we need to step beyond just providing a transaction to meet peoples
requirements, it’s now about entertaining people, taking them through an
experience which emotionally getsthemto create arelationship with an
organisation to generate loyalty. Overall, we have seen our customer satisfaction
improve and our customer churn reduce and that will go straight to our bottom
line profitability.

Throughout this book we will share with you examples of the path these organizations
have trodden. We will, share the reasons they started the journey in the first place and
having trodden the path, the lessons they have learnt. Duane Francis is CEO of Mid
Golumbia Medical Centre, Oregon, USA. They provide a great Qustomer Experience to
their community. Duane shared with us some of his thoughts.

We were a normal hospital twenty years ago. We were deep in the trenches of
what we call the medical armsrace. We were marketing to gain market share,
saying we were better than the other guys. But then we took a step back and
looked at what was happening and what we could do. We felt that medicine was
cold and unfeeling, and while it was very effective in many cases, it didn’t make
people feel good. Typically, the patientsare objectified asa problem or a trauma.
They are diagnosed, patched up, drugged up and sent home. Efectively they were
being treated asa transaction. We thought that there wasa better way. We
choose to focus on improving our Qustomer Experience.
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Weran the financial analysis of what it wasgoing to take for usto build the
cancer centre. We didn’t think that it wasgoing to cash flow for five yearsor
make any money until year seven. We liketo call it a healing cathedral, it isjust
incredibly patient focused and oriented and it isa true healing environment. This
didn't make financial sense at the beginning, but the reality iswe have been
making money since thefirgt day that we opened the cancer centre. Peopletravel
1000’'sof milesfor treatment here.

Theresultsare amazing. Overall length of stay has steadily gone down even
though the level of averageillnessthat we see with our patients has gone steadily
up, we are able to get themin and through the hospital in a shorter amount of
time. In essence they are healing faster.
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It isimportant to recognise at the beginning that:
Thisisajourney not a destination

S, now is your opportunity to stop and st down and get off the merry go round of life.
Pretend | am Declan’s Nun sitting with you by the stream as we explore together the
world around us. dose our eyes, listen, and think as we explore what a Qustomer
Experience actually is. As we travel through the chapters, we will provide you the
answer to five key questions:

What is happening out there?
What are you doing?

Where are you now?

Where should you be?

How are you going to get there?

SN

X lets gart....

Lets take a step back and consider how we find ourselves here. Just after the Second
World War, there was a massve shortage of goods & services as the economies around
the world were struggling. Some goods even needed to be rationed. Due to these
shortages, people accepted that products they were buying were potentially of a poor
quality and unreliable. People needed things so much they were willing to pay high
prices and accepted poor quality as it was better than having nothing. In this
environment organizations did not have to worry so much about efficiencies as they
were in control. As we entered the late 1950's early 1960's goods became more

plentiful and competition increased. Technology started to play an increasing role as the
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years past on, particularly in improving production methods which in turn lower the
cost of goods.

To meet the increased competition the function of “Marketing” started to come to
prominence as organisations need to differentiate themselves in the marketplace.
Brands were born in an attempt by organisations to differentiate themselves. As
globalisation struck, organisations started to switch their manufacturing to other
countries to gain further efficienciesin costs. At the same time countries economies
grew and their people became more affluent. As demanded grew and competition
increased more functionality was added to products again in an attempt to provide
differentiation. We have now reached the point where a number of markets are now
saturated with feature rich products. Goods and services are plentiful, like never before.
What has happened since then is simple economics. In a market that is awash with
similar products, prices reduce which means unless you can increase your volumes
substantially, your profits are under threat. This forces organisations to look for internal
efficiencies to maintain profitability. They look at the surplusin their organisations and
start cutting costs and outsourcing operations to focus on their core business. This is
why

85% (12) of senior business leaders say that just differentiating on the physical side
of the Qustomer Experience (price, product and quality) is no longer sustainable......

Theirony isthat just focussing on price, product and quality further drives
commoditisation and reductions in profitability, it isa vicious spiral.

A depressing read although the reality isthat most of us deal with this on a day-to-day
basis. No wonder we are busy doing stuff. So where doesit all go from here? The bad
newsis, it gets worse, alot worse. Following World War Il a unique phenomenon
occurred which has had a dramatic effect on the world economies ever since; the birth
of the so called Baby Boomers. People born between 1946-1964. As this group have
moved through history they have had a dramatic effect on everything they have
touched, from the introduction of pop culture, to the Hippy movement. They represent
significant proportions of the economy is the USA and in the UK and as such they have
had a dramatic effect on economies. The Boomers are now reaching another stage of
their life as they become “empty nesters’. This change will effect what they buy, which
in turn will have an effect on the organizations which serve them. Bliott Btenburg(13)
isauthor of a great book called “The Next Economy”. In a recent debate on the subject
Hliot made the following observations about the market dynamics we are just about to
enter.

The next economy isall part of thisbaby boomer switchin lifestyle asthey move
toretirement and have got the majority of goodsthey need. You can see this shift
takesplacein aimost every one of the last 5 decades. They are no longer buying
“needs’ they are buying “wants’. They are looking for thingsthat they haven't
experienced before. But more importantly they hold back on the material things
that drive most of the economy.
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Baby Boomersin North America account for about 28% of the population and
represent about 52% of all consumption. The effect of these people changing
their buying habits, for no other reason than they are reorganising their lives, will
be dramatic. The boomerswill be purchasing things on both a“needs’ basisand a
“wants’ bass. The difficulty on the needs side isthere’'sreally no margin in
“needs’ because people are looking to save costs. The marginison the “want”
side, because people pay a little more for what they want.

If you go through the average shopping centre in North America today about 80%
of the stuff in the shopping centre isno longer going to be on the shopping list of
the Baby boomers. Theimpact of that represents about a 30% reduction on
demand. That isenough to get all of North America worried.

But the longer termissue is even more worrying. The generation behind the
boomers, Generation X (Born 1965-1976), isalot smaller in terms of size and
buying power. They count for only 16.4% of USpopulation compared with the
28.2% of the baby boomers, so they can’t make up for this dacking demand
created by the changein lifestyle of the boomers.

The saviour will be the Generation Y (Born 1977- 1994) who account for 25.8 of
the USpopulation. They are already very brand loyal they are very market sawvy.
With the high divorce rates and then remarriage, they are already a multi billion
dollar business because many of them have 4 parents and grandparentsall buying
stuff for this generation. The numberslook really good and show that they are
about as big asthe boomers population and they are even more brand loyal. So
we have a 20 year hole appearing with the decline of the baby boomersand then
Generation Xbefore Generation Y comesin. Businesses should be planning for
this.

| envisage the Qustomer experience isgoing to be a very big one becauseit’sthe
only way the baby boomers are going to be parting with their money. What will
motivate them to move their dollarsinto expendituresis experiences; the desire to
try thingsthat they have never done before. This can be a defensive measure for
organizations aswe move into these difficult years.

So if you think competition is tough now, imagine what it is going to be like over the
coming years. Kathy Haley, VP Qient Experience, Royal Bank of Canada, putsit this way.

| deal with people from around the globe and they are concerned that the next 10
or 20 yearsare not going to be aspredictable asthelast 10 or 20 years. You can't
just rely on predictable consumer behaviour. The Qustomer Experience isgoing to
be that much more important and people arejust starting to understand that.

It isnot the strongest of the speciesthat survives nor the mogt intelligent, but the

onesmost responsive to change.
- Charles Darwin
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So people will be buying experiences not products. Productsin today’s society are a
given. If you cannot deliver your product on time, or the food the restaurant serves you
with is cold then you will not be in business for very long. What people buy today isthe
experience, not the product or service, these are the basic elements anyone can supply.
Therefore we fundamentally believe the only thing left to differentiate yourself on isthe
Qustomer Experience.

Here is an example of an organisation that does and has had to change over their 270
year history. Hamleys opened its doorsin 1760. Now let’s get thisinto context. That was
before the War of Independence between America and Britain. George the Third was on
the throne in BEngland. So some time ago! | guess if you have been in business since
1760 you would know one or two things about retailing. Sephen Hamilton, has an
interesting job title of “Theatre Director”, which | guess will give you an indication of
their thinking, but he works in the five storey building in Regents Sreet in the heart of
London’s West End.

“We are all about retail theatre, that isreally important for what we do. Whether
it isCrazy Chrisjumping up and down blowing the bubble gun outside the store to
take our theatre onto the streets or the magiciansinside the store, it’s all about
Retail Theatre. A couple of weeksago we organised a nationwide competition to
find a Bvislook- a-like, another example iswe get our peopleto dressin authentic
costumeto celebrate over 270 years of Hamleys. It isall about retail theatre. Of
course ultimately you want to drive sales, increase footfall and all those things
but we consider we are all about ‘memoriesand nostalgia’.

We are seeing a growth of people wanting to spend money on experiences. Lots of
people sell toys, but we go one step further and provide a total store experience.
For instance we also have started to do corporate parties. Thefifth floor isclose to
the public at 7.00, the guests have drinks, canapés, beverages, etc. When the store
closes, you arethen released into the six other floorsand there is plenty to be
doing on each floor. Most corporatesgravitate to the basement where you have
the twenty two computer interactive games, you have the Fay station, you have
got the X Box, you have the dance machines, giant games scalectrix set. We are
trying to make it experiential for them.

We actually did a party a while ago for some corporate bankers, the average age
was about 57 (Baby Boomer age), very male dominated. The theme was “back to
schoal”, back to our Qustomer Experience of Nostalgia. Quite a few of them came
dressed in School Uniforms. The food they wanted was mini burgers, mini hot
dogs, jelly and ice-cream, they didn’t want fancy canapés. Whilst some of it is
about recapturing your youth, | also think it isabout thefact that that thelives
people lead nowadays are a lot more stress orientated, no matter what job you
arein, there are pressures, there are deadlines. It isgreat to goto a place like
Hamleysand just let your hair down.

The Qustomer Experience is key as we move forward and organizations need to ready
themselves for these new market dynamics. As we have become more affluent people
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now crave experiences. Further evidence of thisis BBC TV conducted a survey of 20,000
people and asked them what they wanted to do before they died. Here isthe list.

Top 50 Experiences. The Ultimate Wish list.

1. Swim with Dolphins 26. Aimb Mount Bverest

2. Scuba dive on Great Barrier Reef 27. Wonder at a waterfall

3. Hy CGoncorde to New York 28. Travel into Space

4. Go whale-watching 29. Explore the Galapagos Idands

5. Dive with Sharks 30. Trek through a rainforest

6. Skydiving 31. Gallop a horse along a beach

7. Hyin aHot Air Balloon 32. Rde a camel to the Pyramids

8. Hyin aFghter Jet 33. Take the Trans- Sberian Railway from
Moscow to Vladivostok

9. Go on Safari 34. Catch sunset over Uluru

10. See the Northern Lights 35. Go wing-walking

11. Walk the Inca trail to Machu Ficchu | 36. imb Mount Kilimanjaro

12. dimb Sydney Harbour Bridge 37. Hy over a volcano

13. Escape to a paradise idand 38. Drive a husky ded

14. Drive a Formula 1 car 39. Hike up a glacier

15. Go white-water rafting 40. Rde a rollercoaster

16. Walk the Great Wall of China 41. Hsh for blue marlin

17. Bungee- jumping 42. Go paragliding

18. Rde the Rocky Mountaineer train 43. Pay a round of golf at Augusta,
Georgia

19. Drive along Route 66 44. Watch mountain gorillas

20.Hy in a helicopter over the Grand | 45. See tigersin the wild

Canyon
21. Take the Orient Express from Venice | 46. Do the Gresta Run, Switzerland
to London

22. See elephantsin the wild 47. Vist Walt Disney World, Horida

23. Explore Antarctica 48. Gamble in Las Vegas

24. Rde a motorbike on the open road 49. See orang- utansin Borneo

25. Have a go at cowboy ranching 50. Go polar bear watching

What do you notice about the list? They are all about experiences. They are all about
doing things and having experiences - not about owning products. Red Letter Days (5)
are the brand leading company in the UK who provide experiences in a box. They were
started fifteen years ago and their first years turnover was £10,000 ($16,000), this year
will be 20 million ($ 32m). When we meet with Rachel Hnaugh, Founder of Red Letter
days, she told us how well experiences were selling:

In aretail sorethe profit return per square foot isgoing through the roof. People

said we couldn’'t push the price more than £49 ($80) and their average gift
purchase is something like £5 ($ 8). But actually we can comfortably sell Ferrari
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driving for £250 ($ 400). It isjust not an issue because when it comesto special
occasions, special birthdays and special giftsthe pricing isincredibly stretchy. If
you want to give your wife a 30" birthday present or a 40" birthday present the
priceisnot anissue. You will easily know if she wantsto do something —for
example perhaps she's always wanted to go to Milan and see the catwalk show —
soyou'll pay a£1,000 or £5,000 ($ 1600 - $ 8000)- it wont matter.

People are now buying experiences. That is why 93% of senior business leaders believe
the Qustomer Experience isthe next competitive battleground (2).

Hlen L Brothers, President, American Girl, a mail-order and store/restaurant business
for Grrls told us how important the Qustomer Experience isto them:

Qur rootsare very much in the Qustomer Experience. Thishas alwaysbeen a
corner stone from day one. | think anytime you can engage the whole consumer in
a broad experience you have got that consumer for life.

So let us pull some strands together.

All markets are commoditising

Profitability is being put under severe pressure

As the baby boomers are getting older they are looking for new experiences.

The bad news is they are not going to be around for too much longer.

The bad news isthe next population is smaller in size and therefore has less
people to sell too.

The bad news is this will mean even further competition.

The good newsisthat organizations who change quickly can steal an advantage
over their competition.

e

* ¢

S0 how does this all apply to you? You don’t sell experiences like “Hot air ballooning”.
Nevertheless, every organisation has a Qustomer Experience. Whether it istalking on
the phone with a customer, in a shop, over the internet or even an advert in a paper -
these are all Qustomer Experiences.

Qustomer Experience’s are not the exclusive domain of the business sector. We have
visited No.10 Downing Street on a number of occasions to advise the UK Government
Cabinet Office in their drive to improve the UK's Public Service's Qustomer Experience.
Wendy Thompson, is Director of Office for Public Services. She has been integrally
involved in the driving improvements:

Within government, the Office of Public Service Reform has advocated for
servicesto be customer-driven. Ultimately the judgement about successful public
serviceswill be made by the people who use them, and who vote to agree to taxes
to pay for many of them. The vision of a customer-driven Whitehall department
isto bring the 'customer’ to the heart of policy makersand deliverers.”
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Other public services around the globe are also striving to improve their Qustomer
Experience as we discovered in a conversation with Waynn Pearson, Gty Librarian,
Cerritos Library in California, USA. (13)

There were two major experiencesfor me that occurred in 1995/96 and both of
them suggested that librarieswerein agreat deal of trouble. The first wasthe dot
comcraze. Theinternet posed to replace the library asthe primary source of
information, and like it or not, that is now thereality. The second thing wasa
report in Chicago of 18- 24 yearsoldswhich said they saw thelibrary as
something of the past, not something of the future. We decided to addressthese
issuesand build the worldsfirst “Experience Library”. We have a Dinosaur inthe
kid'slibrary and The metaphor of Travelling Through Timeis carried out in themed
areason both thefirst and second floors. The Od World Reading Room, across
Main Sreet fromthe Children’sarea, hasa collegiate Gothic décor feel. These are
just afew partsof our theming.

We have a population of about 52,000 in the city of Cerritos, but we draw on a
radius of approximately 25 miles. Qur library isopen 7 daysa week and
somewhere between 3,000 and 3,500 visit our library everyday. Thiskind of
footfall issomething that developers have seriously looked at. To see whether the
Library could replace the cinema as being the anchor in one of those smaller
malls.

These are just a few examples of the many organisations we have to share with you. So
the firg bit of learning isthat every organisation has a Qustomer Experience, whether
you are in the Public services, the B2B market, the B2B2C or any market for that matter.
If you have something to sell or you provide a service of any kind, then you have a
Qustomer Experience, because you are dealing with people!

S, aswe gt by the stream in the gorge, we need to explore further what makes up a
Qustomer Experience and what are the ingredients to success. We need to provide a
framework of reference to help you define your relative position in the market to
establish:

Where are you today?
How is your organisation orientated around the customer?

Over the last 7 years, we have been fortunate to think about nothing else other than the
Qustomer Experience. We have been fortunate to meet many fellow experts, renowned
academics and senior business leaders. To compliment this we have also been
conducting research on both sides of the Atlantic with organisations and consumers
alike.

All this activity has built up a vast knowledge of the subject and when we sit down with
clients we bring this expertise into play. What we have discovered is, that like any
experts, we have developed a “sixth sense” in identifying what an organisation is doing
well and what they are not doing so well.
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Thisisa bit like watching your favourite sport. You can look at how your team is playing
and make an overall decison of how they are doing. Are they playing well or badly? Are
the defence performing well, are the attack the problem or visa versa. Another example
iswith someone you know someone very well - on the face of it everything seems OK,
but you know that there is something wrong with them. You are picking up on the little
things that they are doing, or not doing, and it makes you question if they are OK. We
are certain that in your current job you have built alevel of expertise. Maybe you can
look at a set of numbers and spot where the problem is, or maybe you can walk through
the call centre, visit the branch or store, and just tell how things are going.

So what is happening when you do this? Well, you are intuitively picking up signals
based on your years of knowledge and making an evaluation on what you think is
happening. You are instantly looking at a stream of data being received, perhaps
visually or verbally, and then instantly cross-referencing information and checking, so
that within a few seconds, you are able to define if things are going well or not, all at a
subconscious level.

After 7 years of looking at nothing else other than the Qustomer Experience we cannot
have a Qustomer Experience without pulling and picking it apart. A while ago when | sat
down with the Beyond Philosophy team and debated this. We thought we could provide
some value if we took all our combined knowledge and determined what these intuitive
signs were. What did we sub conscioudly look for. We wanted to quantify it. We
conducted further market research then tested it in the market, until we were happy
with our approach. The results of this work we will reveal in this book, as we believe this
will help your organisation pin point where it is on the journey to Revolutionize your
Qustomer Experience™and define what you need to do to improve.

We have discovered there are four ways an organisation is oriented around the
Qustomer and the Qustomer Experience. We call it a journey from...

Naive to Natural ™
Asthisis ajourney an organisation can plot where you are now and detail out what
they need to do to progress into the next orientation. You can also see where other
organisations are, what they are doing and compare against best practice.
We call this model the:
Naive to Natural Orientation Index™

The four ways organisational orientations are:

Naive™-— Transactional ™— Filightened™— Natural ™

This discovery reveals an organisations “orientation” around the Qustomer Experience.
The dictionary describes the word orientation as a “relative position”. We call them
“Orientations’, as we are defining how organisations are centred or orientated. For
example, you will have heard people say they are “family orientated”. This means that a
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person hastheir family at the heart of everything they do. Their action is predictable
because they are “family orientated”. We are therefore talking about how your
organisation is INTERNALLY orientated around the Qustomer Experience. In other words,
how customer focused or customer centric you are. As we mentioned before, when you
look at a sport in it's congtitutes parts there are many areasthat contribute to their
overall performance:

Htness levels

ills

Knowledge of the game

Equipment

etc

The same appliesto the Qustomer Experience. The Qustomer Experience is affected by a
number of internal orientation areas that manifest themselves in the experience you
give to your customers. Each of these are outlined in our best selling book, Building
Great Qustomer Experiences (14).

These Orientation areas are;

People.

Qulture and Leadership.

Srategy.

Sysems.

Measurement.

Channel Approach.

Qustomer Expectations.

Marketing & Brand

Processes and Qustomer Experience design.

WoOoNOUA~WNE

Therefore the Naive to Natural Orientation Index™is made up of these areas. We have
developed a model with over 259 individual indicators to assess the ability of an
organisation to deliver a great Qustomer Experience. Having now completed this with
many originations we are able to qualify and quantify how you compare with other
organisations? How you compare with the best? We will also share with you the results
of many clients we have undertaken this work with, what their scores are, what they
have changed, what they have done well and not so well. Qurrently our research tells us
thisis how organisations are distributed across these four orientations.

Naive™89% — Transactional ™67% — Eilightened ™22% — Natural 2%

So let’s give you an overview of these orientations and then later in the book we have a
chapter dedicated to each of them enabling you to understand them in greater detail.

Naive Orientation

Definition:
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An organization that focuses on themselvesto the detriment of the cusomer.
They are “inside out” either through choice or because they don’t know what
they should be doing.

Nalve organisations focus on themselves rather than the customer experience. They are
reactive to customer demands. They believe that the product, processes or their services
are more important than the customer. There attitude with the customer is one of “take
it or leave it” or “what do you expect from a product of this price”. Their processes are
totally focussed, “inside out” as we outlined in the ‘Seven Philosophies for Building
Great Qustomer Experiences (14). In other words they do what is good for them rather
than “outside-in” which is changing your organisation to meet the customers
requirements.

The Naive Orientated organisation are organised around their products. These products
overlap and are uncoordinated. They are a siloed organization and infighting between
the slosisrife.

They are in this orientation either because they are:

1. Unaware what they should be doing to build a great Qustomer Experience.
They are not deliberately trying to cause a poor Qustomer Experience its Smply
that they do not know what they do not know. They are not aware of the
impact their actions are having on their Qustomer Experience. That means by
definition they have not spent time thinking through the implications of what
they are doing. This typically indicates they believe something else is more
important than the Qustomer Experience. Typically, this could be their product
or maybe their production capability.

2. Aware of their orientation but smply don't care as Qustomers are a nuisance,
and seen as a meansto an end.

Naive orientated™organisations, typically target their people on sales or productivity,
internally measure and either do not undertake customer satisfaction or they do but
take little notice of the results. Consider a Timeshare company, a double glazing sales
representative or the image we all have in our minds of a used car salesman. Not
surprisingly you would hear an employee say, “We are a product company”.

When you look into the individual areas you discover a number of organisations till
have a naive orientation in particular orientation areas.

Transactional Orientated™
Definition:

An organization that focuses primarily on the physical aspects of the Qustomer
Experience. They have recognized the importance of the customer, however,
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their focusis rudimentary as many aspects of the Qustomer Experience remain
left to chance, are uncoordinated and “inside out”. They are typically reactive to
customer demands.

The Transactional orientated™organisation understand some of the basics of the
Qustomer Experience but still remain reactive to customer demands. They have
recognised that the customer is quite important and they have made some changes but
the core of their operation is primarily around the physical aspects of the Qustomer
Experience, eg. opening times, answering callsin four rings, accessibility through call
centres, delivery times. They are, in reality, sill “insde out” and their Qustomer
Experience is not deliberate, but just happens. They do measure customer satisfaction
but it is fundamentally focussed on the physical elements of the Qustomer Experience.
Some people are targeted on this but it is only a secondary consideration to sales and
productivity measures. They have established a customer service organisation but
typically these people are treated like second-class citizens.

Organisationally they are often functionally siloed with each silo treating the customer
in a different manner. Little information is shared across functions and customers are
forced into dealing with many parts of the Transactional orientated™organisation to
get problems resolved. “Solutions” are billed separately showing the lack of true
coordination in the organisation.

Typically, senior management claim they are customer focussed but the words and
deeds do not match, this contradiction is seen by employees who mimic this behaviour
in the day-to-day dealings. Sub consciously the pain they would suffer to change isless
than the pain of staying where they are.

Enlightened orientation™
Definition:

An organization that has recognized the need for a holistic, coordinated and
deliberate approach to the Qustomer Experience. They are proactive in nature
towards the Qustomer and orchestrate emotionally engaging Qustomer
experiences. They stimulate planned emotions.

The Enlightened orientated™organisation understand the importance of the Qustomer
Experience and have achieved enlightenment. They have converted from being reactive
to proactive of customer demands. They have understood the critical nature of defining
the Qustomer Experience they are trying to deliver. They have spent time discussing this
at aboard level and agreed a Qustomer Experience Satement which has been
communicated to all employees. They realise that over a half of every Qustomer
Experience is about emotions (12) and therefore they have embedded new processes
into their Qustomer Experience which are planned to deliberately evoke planned
emotions. Enlightened orientated™organisations recognise that customers have
emotional expectations, as well as physical, and plan to exceed both.
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The Enlightened orientated™organisation have formal methods to ensure that people
spend time with the customer. Thisis from the most senior members of the board to the
janitor. The leadership walk the talk regarding the Qustomer Experience.

The Enlightened orientated™organisation have taken actionsto coordinate and align
their Qustomer Experience. Typically, they have appointed a coordination point in the
shape of a ice President of Qustomer Experience. They employ people who have
emotional capabilities whom they then bonus on the Qustomer Experience index
focussing around the emotions being evoked in customers. They have recognised that
the organisations culture impacts on the Qustomer Experience. The Enlightened
orientated™organisation has recognised that the employee experience is equally
important to the Qustomer Experience and have undertaken actions to align them.

Natural orientated™
Definition:

An organization where focus on the customer istotal. They are very proactive
and are naturally focused on the complete Qustomer Experience. In order to
produce memorable and captivating Qustomer Experiences they use specific
senses to evoke planned emotions.

In this orientation, the Qustomer Experience isin the organizations DNA. They do not
have to consder what to do asthey are doing it naturally. They understand the critical
role that senses play and have deliberately built these into their Qustomer Experience.
They understand that customers have sensory expectations and then use the senses to
create captivating and memorable experiences. They involve the customer in the design
of the Qustomer Experience and have defined their own Qustomer Experience Recipe™
They are totally proactive to customer demands and undertake many activities, which
even the customer does not see, to build a great Qustomer Experience.

The Natural orientated™organization recognise the amazing power of “stories’ and
“story-telling”, both inside the organisation and outside, and they use these to great
effect to build their unique Qustomer Experience. Their leadership and everyone in the
organisation have been selected to meet their deliberate Qustomer Experience. Their
culture is aligned to the Qustomer Experience and is seen as an enabling tool. They use
Theatre as a method of producing consistency of their Qustomer Experience. They
consder the product or service they sell of secondary importance, as they know if they
get the Qustomer Experience correct then the rest will follow. They have aligned the
brand and their Qustomer Experience and one supports the other. They have very
sophisticated methods of collecting customer data which they constantly use to
improve their Qustomer Experience. Their syssemslook at the holistic Qustomer
Experience and provide relevant data at point of contact with the customer.

These are some of the headlines of the Naive to Natural Orientation Index™which we
now go further into later in this book. So what isit that makes an organisation change?
It is by moving from one orientation to another that an organisation has revolutionised
its Qustomer Experience. Deciding to move will be ingpired by the realisation that, for
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one reason or another, the organisation has to change and revolutionise its Qustomer
Experience.

Therefore as you read on you will:

Understand the benefits of progressing from ‘Naive to Natural ™

Learn why Naive™and Transactional ™organisations struggle to maintain
competitive advantage in the longer term.

Understand how Transactional ™organizations are actually driving the
commoditization of their own market places - and the impact thisis having on
their profitability!

Understand why Enlightened™companies have embraced Qustomer Emotions as
ameans of differentiating themselves and increasing customer loyalty.

Learn how Natural ™organizations use theatrical techniques as a key part of
their Qustomer strategy.

Understand why Qustomers senses are critical to Natural ™organizations.
Discover why Natural ™orientated organizations find it easy to build Qustomer
Experiences that improve the bottom line.

Learn how you can Orientate your organization to Revolutionize your Qustomer
Experience™

You will also notice at the end of each chapter there is a questionnaire which will give
you an indication on where you are. A word of warning though. Thisisjust a guide as
the full version is somewhat larger than this. We do have an extended version available
free on our web site.

| leave you with the words from Tom Peters new book ‘Re-Imagine!” where he had a
whole chapter dedicated to the Qustomer Experience.

Think Experience. Talk Experience. Look at examples of experience. Analyse those
examples. Then get on with it and remember:

1. Thisisnot asemantic quibble. It is....the essence of lifein the New
Economy.

2. Billions$ upon Billion$ upon Billion$ (and then some more Billion$) are at
stake for giant companies. And, relatively speaking, the same high stakes
apply to theindividual accountant...or to the beaver trapper turned
Wildlife Damage Control Professional.

3. Thisisa BIGDEAL

So brace yourself and let’s make sure you don’t missthe gorge.
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