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lntroducl'ion”

A | write this introduction to Ine. magazine's How to Really Deliver
Superior Customer Service, | am struck by an article in the New York Times
about a gathering of customers this coming weekend. The customers, some
25,000 strong, will be streaming into the town of Spring Hill, Tenn. from
around the country to celebrate the fact that they all bought the same product
Some of these travelers will have driven hundreds of miles. One 22-car caravan
set out from Nevada for the 1 800-mile journey to Tennessec.

Whether by caravan or singly, everyone making this trip to Spring Hill
comes by car, for that is what they all have in common. These pilgrims all own
Saturns. They are making their pilgimage, rolling mile by rolling mile, 1o
Mecca. For it was here at Saturn’s Spring Hill plant that cach of these cars
rolled off the assembly line

Think about that for a moment.

Thousands of Saturn owners, some dnving thousands of miles, gather in
a sleepy Tennessee town. These fanatics — for that is what they call themselves
— are celebrating a collective “*homecoming™ with a hoedown in a hayfield
To country and western and rhythm and blues these Saturn owners will
chow down on hot dogs and tour the Saturn factory. And they'll pay good
money for the prvilege. To help defray the cost of the celebration, the General
Motors Corp. will charge Saturn owners $34 per adult and $17 per child
(entry to the amusement park at Opryland s included, accommodations are
not).

Meanwhile, groupies who can't afford the nme or expense of the tnp to
Spring Hill will do their bonding at mini-homecoming celebrations hosted by
Saturn dealerships across the country. These partics are expected to draw

another 100,000 Saturns, many packed with entire families
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But don't be fooled. This is no fad. Indeed, it 15 quite the opposite. Once the
automobile arrived, the days of the horse and buggy were numbered. Service is
an easily acquired taste that quickly becomes a habit consumers arc unwilling
1o give up.

The Saturn is not the only story attracting media artention. Consider the
24-hour customer support telephone line IBM just introduced for its users in
1994. Dell Computer Corp., one of the case studies that anchors the How to
Really Deliver Superior Customer Serviee, introduced the concept of 24-hour
customer service 10 years ago, when it was founded. Today, Dell is 3 $2.9-bil-
lion international corporation because it understood that computers are not |
merely a commodity. Dell understood that computers had to be custom-built
and that customers had to be offered extraordinary customer service. IBM
now reccives about 9,000 calls cach day from customers. Dell, by contrast,
fields something on the order of 35,000 customer calls a day.

One of the consultant contributors to this book estimares that only 16%
of all businesses actually deliver on the promise of customer service. All claim
the mantle, but only the Sixteen Percenters deserve to wear it. The good news
is that businesses that develop customer service strategics will gain an edge in |
today’s increasingly competitive marketplace. The bad news is that there is no
rest for the weary

As our consultant writes, “New competitors are busy building better and
berter mousctraps. Answering the phone in three nngs, please and thank you,
phone calls returned immediately, on-time delivery, order accuracy, speed of
service, business knowledge, company flexibility, experuse, and all the other
components of service delivered beyond the product generate customer focus,
customer service, and customer satisfaction long term. And they are all fast
becoming routine.”

In this hands-on workbook, you will read about six businesses that have
employed customer service strategies to achicve startling heights of perfor-
mance. The case studies anchor the six chapters that make up the book

Accompanying cach case study are consultant analyses — the “Expert’s

Insight.” In soliciting these contributions, we asked the consultants to play off

the case studics to test, challenge, question, and provoke
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A “Good Form™ concludes each chapter. “Good Forms™ are precisely
that — actual forms that businesses have created, modified, or adapted to
accomplish a particular customer service task. Hopefully, you will modify or
adapt these forms for use in your company to AUEMENE OF IMProve your cus-
TOMET service strategies.

Sharpen your pencils!

JR.H
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Oncmnblv. the product at Intuir Inc., the Menlo Park, Calif. micro-
computer software manufacturer, is personal-finance management software. Its
true product, however, is unalloyed customer service. By distilling customer
service to its purest form, Intuit has turned its customers into salespeople. If
there are flaws to this gem, they are invisible to the naked eve.

When Intuit’s founder, Scott Cook, decided to enter the field of person-
al finance management software in the mid-1980s, the market was crowded
with quality products. No surprise, then, that Cook had trouble launching his
new company (sce Founder's Insight, p. 17). But Cook’s audacious goal was
to venture beyond simply offering customers a quality product. He intended to
give his customers top-flight service as well. No new mousctrap Just
unmatched customer service

No company can grow ta $230 million in sales on the strength of scrvice
alone. But extraordinary service can differentiate a product. Extraordinary ser-
vice can give a company an aura or cacher thar creates tormidable word-of:
mouth advertising. Extraordinary service can, in short, create such good will
for a company that customers line up to buy its products

By carrying the concept of customer service to almost absurd lengths,
Intuit has honed Quicken, its personal finance management software, to such a
point that its owners have become “apostles™ of the company. Intuit’s apostles
sing the praises of Quicken near and far. The result of that enthusiasm — and
one of the intangible benefits of quality customer service — is that six years
after the company was founded. Intuit still employed only two salespeople

Like an archacologist, Scort Cook went to work with the simplest of
tools to strip away layers of dirt and sand 1o reveal truths about his customers

The wols used at Intuit are not expensive. 1t's whar Cook and his employces
xpc pioy

accomplish with those tools that sets them apart from everyone else. Cook and
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his employces meticulously pick through trash heaps of data to retrieve
nuggets of information they can use to improve the company's products and
service, By sifting mountains of sand to its competitors’ molchills, Intuit
understands its customers better than any other company in the field.

Scott Cook would never have succeeded with Intuit if he had not been
able to communicate his customer service philosophy to his management team
and employees. The extent to which a leader can imbue the culture of his com-
pany with such a philosophy, notes JoAnna Brandi (sec p. 25), determines its
potency. When employees internalize a concept, it becomes a powerful tool

What distinguishes Intuit from most other companies, according to
Deborah B. Taylor (see p. 18), is the company’s atrention to detail. Tavlor
argues that 84% of all U S. businesses fail to “maore than satisfy™ their customers
because they overlook four critical “missing links™ in quality customer service.

Wes Zimmerman (see p. 29) believes Intuit’s success can be replicared in
any company, large or small. The principles are universal

The name Intuit could not have been more appropriate for the company
Scotr Cook launched a decade ago. Cook sensed an opportunity in the field of
personal finance management software. He understood intuitively that it is

impossible to offend customers by paying them too much attention
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Imagine a Company
Called Intuit

Imagine a company that can bring products
ro market that are higher in quality and lower in
price than those of the competition. Imagine that
thnis company’s products are direct hits with irs
customers. And imagine thar this company is able to

suppore wes products flawlessly after the sale, Imagine

a company called Intuit.

)
Sup;u)sc your company could really sanisfy its customers Suppose you

eould provide a product or service thar was better than they expected, for

less money than anybody clse charged Supposc that every time you

brought out something new it was just what buyers wanted. Supposc
r after-sale service was so good that customers with problems wemt

away fecling better than before,

What would happen? Easy — you'd own your marketplace. People

would buy from vou over and over again, would relish the experience,

would never even dream about doing business with anybody else. They
would proselytize on your behalf, telling their fmends and associates to

buy from you. You'd hardly need salespeople,

Impossible, you say. Farfetched. Then again, vou haven't met Scott
Cook, and you probably don't know much about his company, Intuit
Inc. All those statements apply to Intuit. Better ver, Cook has figured out

How to build that kind of customer onentation into the organizational
‘bricks and mortar of his company

CASE STUDY
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“Operating without a safety ner,” the 41-vear-old president calls it
Or “the Toyota approach. ™ Or simply “getting it right. ™ Whatever — it's
partly a marter of management techniques, partly a matter of fundamen-
tal philosophy. And it’s what sets Cook’s company way, way apart from
the comperition.

Intuir makes microcomputer software. Its fagship product 1s
Quicken, a program that allows consumers and small businesses to write
checks and keep track of their finances on a personal computer. Owning
the markerplace? Quicken is the most successful personal-finance pro-
gram ever written, holding a market share estimated ar 60% 1o 70% “It
has become the brand-name product in what would otherwise be 2 com-
modity business,” says Jeffrey Tarter, editor of the industry publication
Softletter. “It's the Kleenex or Xerox of its market

Intuit, not surprisingly, has been exploding. With its acquisition
last year of Chipsoft Inc., maker of TurboTax and MacInTax, Intuit has
engincered the merger of companies that produce the best-selling per
sonal-finance management software and best-selling tax preparation soft-
warc. By the end of this fiscal year on July 31, Intuit Cxpects to post sales
ot $160 million. Chipsoft will do another $70 million on its own Under
the Intuit banner, the merged companies will do better than $230 mil-
lion in total revenues in 1994

Granted, the software industry has always been populated by hot-
shot fast-growth companics. But Intuit doesn’t fit the conventional
mold. Unlike, say, Lotus, it started withour venture capital or ather carly
advantages (sce Founder's Insight, “Wager: One Company™ on page
17). Unlike VisiCorp or Wordstar, it has dominated its marketplace
through several generations of software, beating back waves of would-be
competitors. Consumers vank Quicken off the shelves virtually unbidden,
Intuit sold close to a million units in 1990, Four years later, more than
six million units of Quicken have been sold, more than the combined
total of all other personal-finance software,

So what moves the goods? Asked that question, founder and chair-
man Scott Cook peers mock-carnestly through his thick glasses, allowing

only the hint of a grin to cross his face “Really,” he says innocently, “we



CASE STUDY: INTUIT SOFTWARE

lls it hundreds of thousands of salespeople. They're our customers.™
e it's juddenly missionary-sober, he adds that he wants his customers to be
» n- Sapostles” for Quicken. Intwit’s mission s to “make customers feel so
g,m good about the product they'll go and rell five fnends to buy it.”

And as to what would make a customer feel thar good, which 1s 1o say

gct s petter than most customers feel about any product or service — well, the
wnic way to understand it may be to watch Cook and his company at work.
NnINg
 pro- Women Write Checks |
5“1t The year is 1984; the place Palo Alto, Calif,, not far from Intuit’s |
om- mrrent hometown of Menlo Park. Cook and three colleagues are in a
sation pom with a bunch of computers and several well-dressed women, The
pomen — members of the Palo Alto Junior League — are not what
sition pu'd call compurer nurts; some have never even touched onc of the
it has machines before. Bur today, after croissants and orange juice, they arc sit-
g per- g at the keyboards, trying to use the computers to write checks. Cook
y soft pd his colleagues watch but don't help. '
¢ salcs Cook — a Harvard M.B.A_| a Procter & Gamble-trained marketer
Undcr = s a bit on edge. In a way, his fledgling company depends on what he
D mil- arms here His cpiphany, a year or so carlier, was simplicity itself. More
il more consumers and small businesses were buying PCs. All those
y hot pmputer buyers wrote checks and kept financial records. Outfitted with
tional t right software, a computer should be able to automate such tasks
'rcarl,\' only rub: a few dozen check-wnting programs were already on the
' page t, and Cook had no moncy 1o clbow them aside. If he wanted 10
tplace a softwarc company — and he did — he would have to offer cus-
pld-be something his competitors didn't.
idden. Wondenng what that something might be, Cook and a newly hired
e than nt began placing welephone calls to middle- and upper-middle- |
med gacome houscholds. They didn’t stop until the calls numbered in the hun-
pdds — and until they began hearing the same responses over and over
lehair- The vast majority of respondents said they did financial work every
Lwing smanth, they didn't like spending so much time on it, and they would
y, “we gonsider using a computer to do the work. But they couldn’t be bothered




> HOT TIP

Want 10 let your
cusfomers know how
committed you are fo
serving them? For the
past four years, LW,
Kisling, CEO of Multiplex
Inc.. o St. Lovis moker of
beveroge-dispensing
equipment for the food-
service industry, hos
listed the home phone
numbers of the compe-
ny’s 16 dirsctors ond
officers in its catalog.
Next to the list is o
suggestion fo coll m
case of emergency — i
sotisfaction con't be hod
from on arec monoger
“The secret,* Kisling
confides, “is we only get
a couple of calls o ywor
But seeing # in writing
impresses the hell out of
our cusfomery. ™
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with leaming a complex program, and they certainly didn't want to spend
more ume on the chore than they were spending now. Curious, Cook
assembled a pancl of computer buffs 1o test the most popular programs
then available, writing checks and keeping records first by computer and
then by hand. Sure enough, in every case, the computer was slower

Conclusion: There was a market out there, already big and undoubt-
edly growing bigger, a market capable of appealing to Cook’s P&G-honed
aspirations. Bur if he wanted to reach thar potential mass market, his pro-
gram had betrer be fast, cheap, hassle-frec, and above all Casy 10 use, SO casy
that anyone could sit down ar the computer and start writing checks

Now he's warching very mtently as the Junior Leaguers stare at the
unfamiliar keys. He and his chief programmer, 3 recent Stanford graduate
named Tom Proulx (rhymes with true), have developed a prototype, and
today’s tral is one of many to sec how well they've done. If the women
flunk, so does the program

For 2 while the test goes swimmingly. The women hunt and peck,
but they don't have much trouble selecting “write checks™ from a menu
on the screen. The outline of a check appears, and the cursor jumps neat
ly from date to payee to amount. Anyone who has ever written a paper
check, they discover, can write one with this new software. And the com-
puter’s check register looks just like an ordinary checkbook

Then, alas, they go to print the checks they've written. Cook and
the others have loaded up the printers with specially prepared checks, and
the testers find “print checks™ on the menu. But the first check prints too
high, or maybe o low. To a2 woman they fumble with the printers; to a
woman they make the problem worse. What's the matter with this com
puter? The checks just won't line up right

Cook cringes. So does Proulx; so does Tom LeFevre. another col
league present at the creation

“We knew one thing,” recalls Proulx. “If people had that much
trouble the first time they used the program, they'd never use it again °

“Scott looked ar Tom and me,” adds LeFevre, “He said. *You Uy
Bgure out a way to solve that problem.’ His tone said, And don't come

back unnl vou do.™
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» spend Poll, Focus. . . Survey, Poll, Focus
Cook Jump cut: 1990. Proulx and LeFevre have long since resolved the
‘ s ent problem, developing a fancy bir of programming (patented
and i still unique in the industry) that makes the compurer line the checks
1 ip automatically. And Quicken has long since been released, upgraded,
ubt- B releascd again, It has climbed to the top of the best-seller charts: it

'-honcd B8 won industry awards. Intuit is making a lot of money selling not only
€ programs bur upgrades, special checks, and other supplies

Yet now Alex Young, a product-development manager for the next

. of Quicken, is sitting in the home of 2 man he doesn't know,
g at the ng him open a shrink-wrapped box

pduate Maybe it was the P&G training, maybe the lesson of the Jumar
pe, and ers, maybe just the impact of the original marker rescarch

ever the reason, figuring out how to satisfy customers has become

SONK

?omc n
|

8, and Intuit’s, obsession. The company runs an annual customer

:d peck, fvey, asking which of Quicken's features buvers use and don’t use. like |
B menu gdon’t like. It polls dealers anonymously, asking what personal-finance

¥ neat gams they recommend and why. It compiles data from customers

3 paper B call in with problems or write in with suggestions. [t runs focus

£ com-

usually consisting of people who aren't Quicken customers but

ding o Intuit) ought to be. Information from all those sources

ok and
ks, and

dircctly 1o product-development teams (working on the next ver
of Quicken), to the documentation department (which regularly
gates the manual), and to marketing

The company also tests its programs relentlessly. And not just the
galled alpha and beta testing commonly practiced by most software
fes — tests that are designed primanly to locate bugs in the pro-
Bmming — but tests at a much carlier stage of product development
Bin some cxperienced Quicken users — see if this hew version is going
gonfiise them in any way, Get in some Junior League-style novices

' their reaction to a certain screen? *You watch their evebrows,

P EuYs

% come

they hesitate, where they have a quizzical look,” says Cook |
glitch, every momentary hesitation is our fault.”

That'll do it, you might think. Not that all the research costs so |
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much — only the big sample surveys represent much of a cash outlay, in
the neighborhood of $150,000 a year. Bur surely Intuit has been finding
out all it possibly can about its customers® experiences with the product?

Not so. “There's still a group of people we were missing, ™ says prod-
uct manager Man Larterell. “People just setting the program up. In fact, we
didn’t really know how casy it was to get started with Quicken. When you
survey customers, they've been using it for six months or a vear and won't
remember. When you bring in testers, you have them in an artificial situa
tion. They aren’t entering their own data in their own homes.”

That’s why Latterell, imbued with Cook’s market-rescarch mission.
proposed the Follow-Me-Home program, in which Quicken buyers from
local stores are asked to let an Intuit representative observe them when
they first use Quicken. And why Alex Young. who volunteered to partici-
pate, is now watching his new acquaintance unwrap the shrink-wrapped
Quicken box

Today Young will spend five hours with his subject, longer than
any of the dozen or so other employees who have so far followed cus-
romers home Sitting behind the customer, he watches and listens.
Customer confronts the program’s main menu. (Confusion, notes
Young: He thinks the word register, meaning the check register, has
something to do with the product-registration card. ) Customer begins to
enter data from his checkbook. (Problem: He tries to enter a balance
manually. You can't do that; once the opening balance s entered, the
program calculates the balances antomatically.) Customer tnes 1o print
checks, (He prints more samples than he needs 1o.) Finally, the day is
done, and the customer is happy. As part of the deal, Young is now
allowed to offer a little help and advice

Young and Intuir, for their part, have their payoft: a thick sheat of
notes on the myriad ways that the next incarnation of Quicken, already
the most popular program on the market, might be made just a tiny bit
casier for first-time users

“If people don't use the product,” observes Tom LeFevre, “they
wan't tell their friends to use it, cither.”

Suna Kncisley, senior customer-support specialist, can’t quite



CASE STUDY INTUIT 5O0FTWARE

in her fax machine. A customer she has just spoken with wants to

e how to put his various records onto Quicken and has just faxed her

4 pages” worth of data. It’s a Friday, no way can she go through it all |

- day. Oh, well. She calls the customer and leaves a message: She'll take |

e home with her over the weekend and get back to him Monday

ou anday, she has the answers he wants

n't Technical-support reps such as Kncisley are Intuit’s front-line

3 mployees, like waiters in a restaurant or reservation clerks at an airline. |
arc 40 of them, almost a quarter of the company’s 175-person |

n, force. You've just bought a new pninter, and you can’t get it to |

m with Quicken? Call tech support. You've damaged a disk and lost |

e data? Call tech support. The response you get, of course, will |

b your attitude toward Quicken and Intuit, probably forever

sed So ask vourself How much is it worth to the company when a cus-
gets a response like Kneisley's — not only that she'll answer a

han going well beyond the ordinary, but that she'll take it home and

- on it over the weekend?

ns Kncisley, 24, had been ar Intuit only five months when this partic

15 request came in. No matter — she had already absorbed the mes-

has s that Cook has built somehow into the very structure of his compa-

[0 Antuit stands or falls with what happens in tech support. Do whatever

nce i need 1o do 1o sansfy the customer. The messages are hammered

the e in several different ways

Tint ® Thank-vou letters from customers are read aloud, arculared

y s ughout the company, and then framed and posted on the wall

oW y's colleague Debbic Peak gets a letter because she faxed a cus-
some printer information, then thought to call the next day to

if of sure it had arrived safely. Kneisley herself gets one from a woman

saddy ho damaged four years' worth of data; working at home with a special

¢ bit fata-recovery program, Kneisley salvaged the material

o Virtually everyone in the company, from Cook on down, spends
few hours cach month working the customer service lines, underscor-
by example the importance of what the department does. “1 was

ed in Seprember.” recalls Victor Gee, who started as a rep and is now

«31-
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4 supervisor in tech support. “That same month Scott came by and start-
ed raking calls, too. | thought, What other company would have the
president do the same thing I'm doing?” Every few months, morcover,
cach employee is taken to lunch by a top manager. Lunch with a Dork,
employees have christened the Program — but its message is not Jost
“My last one was with Scott,” says customer-support specialist Dwight
Joseph. “He brings his notebook with him, and he writes down what you
say, any ideas you might have It's pretty gratfying *

* A torrent of statistics — daily write-ups, weekly summarics,
hand-lettered charts covering a whole quarter — tracks the tech-support
department’s performance for all to see. How many callers have to wair
longer than 60 seconds? How many give up? At the company's Monday
morning mectings, says Cook, “the first four numbers we go through
have to do with customer service. Even before we Bet to revenues. [t cre
ates real peer pressure to Improve service — people see how we're doing
cach week ™

At a lot of +ompanics, pressure to improve customer service creates
4 white-collar sweatshop: Harried managers browbear supervisors; super-
visors keep an iron gnp on employees. Intuit. by contrast, is structured
10 encourage cooperation and to make improvements through innova-
ton rather than through tighter controls Greg Ceniceroz, recently pro-
moted from tech-support rep to product specialist, is assigned the job of
figuring out how to cut down on the average time spent with cach cus
tomer. His fist step toward a solution: a big loosc-leaf reference binder
containing answers to customers® most frequent questions, for every
rep's desk. He chicourages reps to submit questions for inclusion in the
binder and makes sure those who do get a public thank-you

Kneisley, meanwhile, notices that management 1s looking for a vol
unteer 1o chair a group dubbed the Innovative Ideas Commirree. which
has been charged with collating and following up on every product-
improvement idea emanating from the tech-support department and
from Quicken users. She writes a four-page proposal about what she
thinks the group ought to do, and gets the job. “We worked with her to

set the commirtee’s objectives,” says Tom LeFevre, “since she had been
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only a few months. But she was very interested. And the more inter-
people are, the better job they'll do.”
Involvement of that sort, of course, translates into a sense of own:
more valuable and more productve than any amount of ron-grip

ision. *Most of us work at lcast 50 hours a week,” says Kneisley

don't get any extra compensation. But we do have a profit-sharing
and if Intuit does well, we will, too.”

Intuit's latest promotional campaign: Send for a copy of Quicken
By only an S8 shipping-and-handling charge. It you don't think you're
g uscful work within a few minutes, don't pay for the product. No,
Ssend it back for a refund ™ Keep it. Just don’t pay for it

Why would a company do this?

*It's like the Japanese,” Cook says. “It’s like the Japancse assembly
where they have only two hours' worth of inventory. There's no

for error — they have to have super-rehiability from thewr suppli-

the World, 2 book on the auto industry thar discusses Tovora's
p production™ system. “What we're doing is the Toyota approach
away the safety net. If you do that, you have to get it nght.”

Tech support, for example. Here are 40 people answering all
of crazy questions — for frec. Here is a $500,000 state-of-the-
btelcphone system, installed in late 1989 just so callers won™t have
it 50 long. This sn’t normal: Nearly all of Intuit’s competitors put
mit on tech support, some charging for it and some curtailing it so
my months after purchase. And nearly every company with an

ale call-in line doesn’t mind keeping customers waiting for a fow

Bur then, those companies have a safety net. “Most software com-
ples would go broke if they didn’t charge for tech support,™ argucs
. *We said, we're not going to charge. If our customers have prob
we pay. Thatr makes us get the product right the first time.”

Take the product itself. For $50 or less — sometimes as low as $20
B store-sponsored special sales — you can buy a copy of Quicken. In its

form, you ger a program capable not only of wniting checks but of

> HOTY TIP
Frank Meeks,
president and owner
of Dommo’s Pizxo
Team Washington
Inc., o 53-store chain
in the Washington,
D.C. metropoliton
area, hos afways
understood the
consequences of
olienating customers.
For employees,
howsver, such
concephs offen prove
abstroct, So Meeks
tries to talk real
numbers with his
employees. For
excmple, he estimates
that many customers
patronize his shops
twice weekly, which
means they spend
close 10 51,000 0
ywor. Each unhappy
customer, then,
represents 51,000 in
lost revenue annuelly.
Actuolly, losses are
greater still, since
eoch unhappy
customer tells about o
dozen other people
about his or her

experience,
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tracking investments, generating profit-and-loss statements, and doing a
dozen other chores a small-business owner or financially sophisticated
consumer might want to do on a computer. You also get a 460-page
manual, the nght to regular upgrades at modest cost, and access to
unlimited help. Once agan: abnormal. Quicken's chicf competitor lists
for three and a half times as much as Quicken, and Quicken’s price could
probably double before [ntuit noticed much of a sales decline

But that would be a safety net “We sell an inexpensive product,
and we offer free customer support.™ says Alex Young. “We have to make
surc it's nght when it goes out the door.™ Suddenly, refinements like the
Follow-Me-Home program make perfect sense

And finally, look at Intuit’s marketing. The no-pay ad, for example
“We heard from our focus groups that people really didn't believe the
product could be so casy to use,” recalls Mari Latterell. “After all, soft-
ware never is. So we did this big advertising campaign — ‘You'll be using
Quicken in six minutes or it's free’ The goal was to put our money
where our mouth is.™ Even the company’s tiny sales force — two people
— begins to seem comprehensible. Outside salespeople could push more
product into stores, maybe. But depending on pull-through marketing
means the company can't survive without satisfying its customers. “When
someone comes in and thanks a clerk for selling him Quicken,™ says mar-
keting vice-president John Monson, “there’s nothing a salesperson could
do that would come close to being as powerful a recommendation.™

By some reckonings, Intuit’s approach to customer satisfaction is
costly, Technical support and other departments that have customer con-
tact (the one taking orders for checks, for example) cost the company
more than 10% of revenues, or upwards of $3 million a year. The testing,
surveys, fancy telephone systems, focus groups, and other stay-close-to
the-customer expenses add another $1 million to $§2 million. A corporate
raider concerned only with the next quarter’s earnings would buy up
Intuit, cut back on all such expenditures, and boost profits anywhere
from 50% to 100%

“That,” says Scort Cook, “is the advantage of owning the compa-

ny. When you own the company, you take the long view.™




mple

e the
, soft-
using
poncy
pople
morc
peting
When
b mar-
;ﬂm'd
o

on is
¥ con-
npany
SHUNE,
Me-to-
poratc
iy up
where

CASE STUDY: INTUIT SOFTWARE

g the Gospel of Customer Service
Jump cut: 1994 Bill Strauss is talking from his car phone en route to
g somewhere in California. Strauss is vice president of operations and
r service for Intuit. He's been with the company for about seven
onths, having been recruited about the time Intuit acquired Chipsoft
mce Strauss joined Intuit, Scott Cook, now 41 years old, has stepped aside
seesident and CEO. Bill Campbell, a former executive of Apple Computer
.y assumed that position in April. Cook remains as chairman.
“Scott hired a new president to free himself up to get close to the
r," says Strauss. “He wants to get back down to tech support. A
‘president cuts him loose to pursuc those things he loves, which is
service.”
Customers remain [ntuit's best salespeople roday. *Word-of-mouth
dation is the number one reason customers buy our products
By," says Strauss, “just as it was the number one reason they bought
pproducts in 1991.7
Strauss contends that customer service is never a function of sys-
It is ultimately a martrer of attitude. And thar attitude starts ar the
L with Scott Cook. At every meeting he holds, Cook preaches cus-
jer service. It is an attitude that is reinforced every day ar Intuit
*There are two philosophics ar Intuit,” says Strauss. “The first is, Do
£ by the customer. The second 15, Do right by the employee. We treat
oyces well here. There 1s not a lot of burcaucracy. Employees have
freedom. Our dress code is relaxed, because we want our employees
'u)ml'(mzblc We want them focused on our customers.”

If Intuit has made accommodations to growth, with the addition
' es and systems, those systems have never been permitted to
with customer interaction. For example, the company looks for
§ to reduce the time employees spend on each phone call. Reducing
time, of course, is in the best interests of Intuit and its customers
e do make an effort 1o cut the time we spend on customer calls,” says
5. “But that cffort is invisible to the customer. Let's just say that no
e at Intuit has ever been repnmanded for spending oo much

e with a customer.”

T
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Strauss believes that Intuit could continue to grow and sustain its
culture of superior customer service even if Scott Cook were not ar the
head of the company. “If he were to retire,” says Strauss, “Intuir would
continue to prosper, because Scott has either hired customer service or
developed it in his management team Being around Scott, customer ser-
vice becomes second nature at every level of the company.”

Take the company’s QuickBooks software. When Intuit designed
this accounting package for small business, a strange thing happened.
“You won't find a single debit or credit m the program,” says Strauss, “It
drives accountants crazy. But we didn't design this program for accoun-
tants. We designed it for the beautician whose core competency is hair-
dressing, not accounting. She doesn’t care about debits or credits,

because she doesn't think thar way." Now that’s customer service. B
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AGER: ONE COMPANY

1, 1985 Nine vears later, Scott Cook
still remembers the date. It was the wons
fife,” he sy,

Vho would disagree! His company, Inwit,
ess thait two veans old And be had to tell his
B employees he could no longer pay their

ok knew he had 3 promising producr, an
pe check-writing program for personal
pters. What be didn’t have was money.

I'he dozens of venture capitalists he had
ed scarcely gave hitm a second glance. The

i together from life savings and home-equity
5, from credit cands and loars from his father,
pearly gone Withour maney, he had no dimn-
schannels and o customen. What comput-
e would carry an unknown sofiware product
red by adverrsing?
it's sales so far had been a kund of good:
bad-news joke. The good news: Cook had
fed 2 few banks 1o sell the program in their
Each one ordered several hundred copies

mke-ir oy hreak-it nd campaign brings Intuss
eb from the brink and launches a phenomenon

for inventory when it signed up, generating a litle
cash. The bad news: Banks were lousy at selling
software, s reorders were slim. Knowing be had
ro ger the program nto computer stores, he
scrambled to sell o just 3 few more banks.

By the summer of 1986 Cook’s efforts had
just barely paid off. The little company had
$125.000, enough 1o swarr an ad campaign: By
vighes he and his colleagues should have done
some tests. But there was no time, not i they
wanted to catch the Christmas selling season So
carty in the fall they ook the $125,000 — all of i
— and spent it o one make or-break ad cam
paign, Cook wrote the ad himself. 1fit didn't work
. maly, better not to think too bard about that,

Well, Lady Luck was smiling thar fall, Or
muivbe Cook’s extraoedinary efforts to create a
product that woukd truly sitisfy it buyers were on
the money. Whatever the reasom, the ad launched
Intun’s program on what umed our 1o be a bnl
ant Carcet.

“The company,” says Cook of the now $230-
million busness, “grew & bunch.~ @

117-
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The Missing Links

of Customer Satisfaction

by Deborah B. Taylor

hat is most striking about the explosive growth of Intun Inc., the
Menlo Park, Calif. microcomputer software manufacturer, is how perfect-
ly ordinary its business strategy is, Intuit has succeeded famously by pay
Ing attention to its customens. Yet cvery company roday boasts of doing
just that. Customer focus, customer service. and customer satisfaction are
on everyone's lips

Bur lip service, nor customer service, is what most companies deliv-
cr today, The importance of customer service is widely recognized in
business. Fully 91% of all businesses have some sort of customer-service
theme, customer-satisfaction program, or customer-focused training in
place. What separates the wheat of Intuit from the chaff of other compa-
nies is execution

Reading a case study about a company like Intuit is INSPIring
Following its lcad can be daunting. If the challenge were simple. more
companics would provide the high-quality customer service thar Intuit
routinely affords its customers. Only 16% of U.S companies feel they
have been successful in applying and producing the desired results with
customers. For the most part, customers do not find doing business a
“pleasant buying experience.™ The service, the courtesy. the convenience,
the speed, and the outcome of the experience routinely fail to meet cus-
tomer expectations. And this is true in 1994, ten years after customer ser-
vice was recognized as a powerful new strategic tool in business

Businesses today spend significant amounts of energy and resources
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B customer service programs, themes, and training. Bur for the most

, their cfforts are cosmetic. What they achieve is a perception of cus-

r satisfaction. They Jook like customer service-oriented organiza-

8. Few businesses really are.

Tuming

| The competitive edge in customer service today is “more than sat-
™ But only 16% of businesses achieve that level of service. The B4%

i busincsses that fail to achieve competitive-cdge customer service arc

ting the four critical “missing links™ of customer satisfaction:
ecution, Raising the Bar, Immediacy, and Commitment. The four

ing links arc not new. They are simply not being applicd.

Execution Factor

Fa- Busimesses do not do whar they know how to do. This truth 15
pay- scparates a company like Intwit from most other companies.
DIng ies fail to use, apply, and execute the programs, themes, stan-
'[urc §8, and training that they claim they have implemented. Many *doers’
: gl the new customer satisfaction cfforts are just one more program, one
_L_li\u e *hype' or training activity that will run its course and disappear. A
_Li in mpany’s doers may understand friendly service, problem-solving, accu:
FVice ¥ in work, timeliness of response, but they do not execute those skills
bg in Even when doers are willing to execute, a lack of supervision and
mpa- ability sends the message that these skills arc not a prority at the
pany. As a result, resources are wasted and customers dissansfied
knng a failure 1o service occurs, management gencrally solves the prob-
morc Pwithour involving the doer, which only perpetuates a system that is
Intuit ntally flawed. Unless doers are empowered and disciplined to
! they every customer more than satisfied, customer service is just a slogan,
} with Docrs must be made accountable and responsible for more-than-
eSS 3 sfied customers on every customer contact to enhance the retum on a
jence, pany's investment in customer service. Intuit Inc. ensures that cus
it Cus- are more than satisfied every single time they interact with the
er scr- y. That intensity has made it a member of the exclusive Sixteen
genters. But there are other examples
purces The Ritz Carlton horel group, for instance, 15 well known for its
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excellence in service. At the Ritz, doers understand the importance of the
execution factor. Every employee in housckeeping is graded on a measur
able reward system based on criteria of most importance to guests ol the
Ritz Carlton. (Like Intuit, the Ritz is meticulous about asking its guests
what services they consider important. )

Or consider Nestlé, the giant food products company. In a market
where a gain of one or two share points is considered phenomenal per-
formance, Nestlé gained 24 share points over a six-year period in which it
was outspent in advertising, seven to one, by compentors. Nestlé's secret
weapon? Direct interaction with customers

Or take Rvder Truck. Recently, the large, well-entrenched vehicle
lcasing firm was slipping deeper and deeper into the red as a result of
double-digit losses. Did they change management? Of course they did.
Did they advertise? Of course they did. Ryder did all the things umn-
around companies do to turn around. But if you ask what Ryder did
specifically to tum double-digit losses into double-digit profits in a single
vear, the company will tell you, “We refocused our entire orgamzation
around meeting the needs and wants of our customers.”

This is what Scott Cook is talking about when he compares Intuit’s
management style to the Japanese. The Toyota approach, says Cook,
removes the safety net. When there is no margin for error, you have to
get it right the first time. And that is how a company more than satisfics

1TSS CUSTOMCTS.

The Retton Factor

Unfortunately, no sooner do you get the hang of customer service
than the rules change. Today's more than satisfactory level of service will
probably not cur the mustard tomorrow. Companies must extend a level
of customer service based on the current competitive environment and
new customer demands. [BM understands this only too well today, for as
IBM continued to operate at exisung customer service standards, compa-
nies like Dell Computer, Gateway 2000, and AST entered the market-
place willing and eager to extend a new level of customer service.,

20 Its customers’ desires for cheaper machines, less technolo-
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of the reater availability, and 24-hour service, 1BM faltered.
casur- As 1984 Olympic Gold Medal gymnast Mary Lou Retton so aptly
of the L, A gold medal performance in one Olympics is merely a routine
guests next.” Retton says we must constantly “raise the bar.” We must
| tly improve and be sensitive to a changing market. Antiquated
narket r satisfaction criteria are a common flaw in businesses that fail 1o
8l per- P Lo promiscs of customer service.
hich it * By contrast, Intuit raises the bar with its Follow-Me-Home pro-
sccret b This program actually sends service personnel to customer homes
| and in the user's shoes, to witness and understand the current needs
pehicle company's target audience, [t is not the program, but the process
sult of ing, that makes Intuit successful. At Intuit, the learning process
.;ydnd. atinuous and ongoing. The learning process reaps a harvest of
'nurn~ needs. The actions thar Intuit executes to solve problems and
'k, did needs are whart has enabled this company to acquire more than five
 single users in less than ten years in business.
jeation
Factor

neuit's Intuit and all businesses that deliver outstanding levels of customer
Cook, and customer focus recognize “do it now™ components. Growth
Jave 1o , market share, and customer base can all be artributed 1o 2 “do it
atisfics attitude. Intuit recognized the impact of the Immediacy Factor carly

| through focus groups, proactive customer follow-up support (the

Back Program), and an extreme client focus. Intuit created an envi-

>- ent in which the basis of every employee’s responsibility, every
service s and every decision was to satisfy the customer’s needs better, imme-
e will ¥. If the decision, action, or responsibility does not in some way enable
3 level Uit to better serve the customer, it is considered unnecessary
."" and The Intuit corporate culture demands action. Intuit understands
j{fot as the “customer response™ or technical support department is man-
Sompa- e as the team which learns the customer’s changing needs. Withour a
narket- re of action, Intuit could not continually improve to meet new cus-
ervice er demands, Companies that react immediately 1o an opportunity
hnolo- achieve excellence in customer focus, customer service, and customer
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sausfaction. Businesses that endlessly analyze opportunitics or thosc that
must seck several levels of approval will frustrate customers who are more
demanding than ever before. Today, companies that fail to react quickly

to opportunities are destined to watch compenitors seize their customers

The Commitment Factor

At Intuit, the minimum standard of pertormance is “more-than-
satisficd” customers. The Ritz Carlton calls its policy the “act-ar-first-
notice concept.” The Ritz Carlton empowers all of its employees to take
whatever action they deem necessary in a crisis to obtain “instant cus-
tomer pacification.” With such empowerment, Ritz Carlton employees
understand thar “more than satisfied” is not 2 level of performance
toward which to strive but performance expected on a day-to-day basis

The Commitment Factor in the solutions matrix of the Tavior
More (than) Satisfied Customer Matrix (TMTSCM) poscs the question:
“How will we do in our business if it is our competitors who are able
to do these things?™ The answer is that we would falter, As a result,
companies such as Intuit and the Ritz Carlton have no choice but to
deliver outstanding service 1o achieve more-than-satisfied customers

100% of the nme

Misconceptions

Certain business myths retard 3 firm in its efforts to identify and
Sausty s customers’ needs profitably, One such myth is the belicf that
client satisfaction is always tied to product features and price factors. The
fact is that it is impossible to sustain a competitive advantage in product
or price. It can’t be done. As successful as it 1s, even Intuit is oo product
feature-reliant for customer satisfaction. It is what vou do for your cus-
tomer beyond the product that sustains a competitive advantage long
term. What you do to sausfy the unique needs of your customers over
time — the empathy component — secures a competitive advantage,

If the idea thar a customer will do business with 2 salesperson
because the two like each other was ever valid, it is a myth today, If a

client is not sold and served ethically and professionally, if the provided
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that duces and services are not related to customer needs, there is no way g
norc omers will become loval, satisfied customers ':;'3
skl That is underscored by the fact that in most of the companies thar in
rs licve they “more than satisfy”™ their customers the Sixteen §
ercenten sales and service people did not sell on the basis of emo -
bur on the basis of lowe. They did not ask for a customer’s business
han- 8 they could help improve the prospect’s business
first- Intuit and other Sixteen Percenters enjoy a bonus as customer service
take aented firms. [n many cases, the Sixteen Percenters have recruited thew
cus- ers as an ancillary sales torce. These firms provide so great a value in
VeSS N
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sales and service to their customers that their customers recommend their
products to new customers. It is difficult to place a value on this sort of
word-of-mouth advertising.

But rather than rest on their laurels, Sixteen Percenters should bear
in mind that new competitors are busy building better and better mouse-
traps. Answering the telephone in three rings, please and thank you,
phone calls returned immediately, on-time delivery, order accuracy, speed
of service, business knowledge, company flexibility, expertise, and all the
other components of service delivered bevond the product generate cus-
tomer focus, customer service, and customer satisfaction long term

And they are all fast becoming routine. B



The Inmiﬁve Culture

by JoAnna Brandi

hy, when customer service is so strategically necessary in business,
so few true practinoners of the craft? Whar differentiates those
tes that have learned the customer service lingo from companies
wer on the promise? The answer comes down 1o a corporate cul
that focuses so intently on the customer that customer service is a
ration of every business decision

The success Scott Cook has enjoyed in getting his employees at
to share in his obsession with customer service Is grounded in the
he has developed at the company

Corporate culture is the foundation of customer service. Corporate
is 2 set of belichs and artitudes that employees of a company
. And embrace is the night word, because the degree 1o which
s internalize a philosophy derermines the potency of 3 compa-
% culture

It follows that culture begins with the founder of a company and is
ension of the founder’s personal values and perceptions. Rill
now vice president of customer service at Intuit, talks about how
has imbued his employees with his commitment to the customer
s says Cook has cither instilled his culture of customer service in
s or hired that quality,

*Culture is the soul of an enterprise,” says Stephen Harper, Professor
Management at the University of North Carolina at Wilmington
i author of the McGraw-Hill Guide to Managing Growth in Tour
wing Business. When a company holds contradictory values and beliefs,

ccs work at cross-purposes. Bur a convergence of values and
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belicfs, attitudes and behavior, as has occurred at Intuit, can create a focus
of laser-like intensity

Culture, like the words agriculture, culrivate, and even cult, share
the same Latin root, colere, meaning to grow or nourish For ten vears
now, Scott Cook has nourished an environment at Intuit where service
to customers flourishes, where employees feel good about coming to
work in the morning and proud to be a part of what they consider a
noble enterprise. In the final analysis, both customers and the bottom
Iine have blossomed

Professor Harper believes the best corporate cultures are found in
companies with crystal-clear vision. I these companics, evervone knows
where the company is going and what is expected of them. Emplovees
know what work is rewarded and what actions are not acceprable.

According to John Monson, vice president and general manager of
the Business Products Group at Intuit, the motivation of emplovees can
be reduced to a phrase. “We aspire to making the lives of our customers
betrer,” he says. Not satisfying customers, not pleasing customers, not
getting them to buy the product agam, bur improving their lives. “That's
what personally motivates Scott,” savs Monson. “and that’s what person.
ally motivates me. "

This commitment to customers relates directly to the bortom line.
“If you make customers” lives fundamentally better,” Monson says. “in a
way they're willing to pay for, then vou've camed the night to make
money,”

Intuir has certainly done that, It has also expenienced rapid growth
For scveral years, the company tripled in size. Recently the company has
been growing at 40%, Late in 1993, Intuit merged with Chipsoft. Bug
significant growth and mergers can often threaten corporate culture by
bringing on board large numbers of new emplovees who do not share
the values and beliefs that led to the company’s success. Mergers bring
together entire companies, often with a clash of cultures

To avoid such a schism. management decided to borrow a page
from its own philosophy. What Intuit had done so well by its customers,

namely, listening 1o them, it decided 1o try with employees, The compa-

- 26 -
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ERCISE

0 you have what ot takes to serve your customers?

Pt an X on the line closest to how you score for  greatest strengths,™ and your lowest list under “three
gach item. Conncct the lines and draw a arcle  improvement opportunities.”™ Make a commitment to
ind the three highest and the three lowest sconng boost your strengrhs and use your improvement
. List the highest scored items under “three oppottunities to eliminate weaknesses
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ny developed a process known by the acronym VMOVA, which stands
for Vision, Mission, Operating Values, and Achievement.

The company began with an all-day brainstorming session with a
small core of employees. A team consisting of the exccutive commitree
and an equal number of people from cvery department in the company
spent several months sifting through the information the employees had
shared. Then all employees were included in a vision process in which
they were encouraged to look out into the future. As they pecred into
that future, Intuit asked its employees to be revolunionary, rather than
evolutionary, in their thinking.

Monson admits that the process ook “five times longer™ than had
been expected. And he cautions patience for managers who wish to
develop a new vision for their companies. *Be inclusive,™ he savs, adding,
“I think the investment is worthwhile®

In time, Intuit will know how worthwhile the process was, The
company has committed to certain changes. And it has committed to
going through the process again. That, of course, is the key to making a
vision work in any organization. The vision must be relevant. Employces
must clearly understand the part they play in the success of the company,

Will Intuit’s vision, its new culture, be self-sustaining? Will the
company continue to grow, prosper, and delight its customers? Will cus-
tomers continue to enjoy the experience of using Intuir products so
much that they become salespeople for the company? Only nme will tell,
but when a company is willing constantly to re-examine itself, its goals,
and its processes, the likelihood is that its culture will remain vibrant and

its emplovees enthusiastic. B
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Cregting the
“Perception of a Difference”

bry Wesley W. Zsmmerman

¢ arc all customers of someonc. We give continuing business to
supplicrs because we perceive a desirable difference in them
B that “perception of a difference™ 1s sharply focused, we ignore
differences and willingly pay our favonite suppliers up to 15% more
they sansfy us. While product s important, it is the service these
s provide that is the key ro our satisfaction, particularly when we
ral different products from the same supplicr. We develop expec-
about scrvice. When these expectations are met by the supplicr’s
, our feelings toward the supplier remain positive even when a

£t proves unsatisfactory, because we know we can return it or have

to derermine what potential customers would expect from a

like Quicken, Intuit then developed a product to meet those

minutes of loading Quicken into their computers. The cus-
& expectations fall within a relatively narrow range: | can very
use this software to pay my bills and save time in the process. The
e" that Intuit customers perceive is sharply focused at the end

jat first day using its products. This “perception of a difference”
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illcd People perform scrvice z
People create expectations. -i
rees People satisfy expectations tf
g the “Peaple create the perception of a difference when they want to! £
j any As owner, principal, CEO, president, or manager, your task is to -
DIga- your people to create the perception of & difference. Scott
efine thas done this at Intuit. In your company, yer are the difference!
e, 2
RCISE
Challenge: Customer Expectations
pth a
many of your pcople have a distinct customer clientele who
e To name them when calling for service or a reservation, or
Bare. they come into your store?
design
k these customers satisfied when someone else handles their requests?
proce- No Why?
pyides
atistics
jetion
e
es on
uct or a detailed record of the requested person’s service, to this specific customer,
ction for use by a replacement person?
l‘._V n No
pice.
e this record current?
prence
L eiffor- __No ___ Whynort
ng and
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5. When will it be current?

6. Whatdoyouthinkancwmmmaapecuabootyonrpmdminmofx

functionality?

quality?

support?

overall?

7. Is this what you think they should expect?

Yes No Why?

8. Objectively, what would your expectation be?

9. What do you think a new customer expects about your service?

responsivencss?

fniendliness?

competence of people?

thoughtifulness’
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|

this what you think they should expect?

—

No Why?

Intuit Case Study:
How did Scott Cook, the company president, check the validity of

expectations for his product and support service?

There arc many ways o determine what the majority of customers
and will expect from a product or service. The product or nature
service will determine the approach, to some extent. However, the
of the product or service will be directly related to how well it
ples buyers /customers to meet their expectations,

A tractor that truly satisfies 2 Kansas wheat farmer will be totally
ing to an apple grower, The size, power, and mancuverability

ments are completely different. However, the service support that
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satisfies both will be similar because there are periods within the growing'
cycle of wheat and apples when time is critical and tractor downtime can
have disastrous effects on the farmer’s profitability

If customer expectations were stable, it would be relatively casy o
develop and maintain consistent, high customer satsfaction. Unfortunatelyy

Customer expectations arc not stable

EXERCISE

Customer Expectations: Avoiding the Oversell

Get a copy of the latest advertisement for your product or service, look at it and answer these questons.

1. What will your customer expect from your product and/or service after reading it
quickly?

2. What will he/she expect after reading it carcfully?

3. Are the two expectations the same? Yo No
4. Do you want them to be the same?  Yes No Why?

+34-
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ng

. Do your customer service personnel understand the customer’s expectations?

‘10 No

(&
—

ely,
il yonrgmdm,mia.andtummmtbeumdou?

No \Vh}'?

|

ons.

fill your product, service, and team satisfy your present/old customers when these
spectations arc added to expectations they had before reading your ad?

No Why?

“These questions must be answered before approving any adverus-
because the advernisement affects and changes the expectations
bur customer and prospective customer. Intuit’s promotion for
y for example, told customers to “pay only an $8 shipping-and-
g charge It you don’t think you're doing useful work within a
inutes, don’t pay for the product. No, not *send it back for a

" Keep it. Just don't pay for it.”

What de you expect after reading it guackly?

Read it carefully — what do you expect now?

Initially, I expect to be able to try a product for $8. After reading the

lly, I expect the product to be extremely simple, casy 1o use, and
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very uscful. I'd better not order it until I'm sure | want something that does
what it is designed to do, because I'll be conscience-bound to pay the fisll
price plus the $8. This producer is that certain of its capability. These are my
expectations after reading this ad. The product and service must meet these

expectations if | am to be a satisfied customer

Mail Order or Personal Selling — The Same Challenge

Every advertiscment, sales brochure, and statement made by a
salesperson creates expectations. If a prospect converts all the input from
these sources into expectations, becoming a satisfied customer may be
difficulr. Advertising copywriters have become so adept in the use of
modificrs and disclaimers that many people do not set expectations on
such printed input. However, once they come to trust a salesperson, they
tend to convert everything the salesperson has said since their first cons
tact into expectations. (Occasionally some expectations get set in actions,
not words. )

What does this tell you?

1. Are your salespeople educated sufficiently about your product
and/or service to be able to create expectations that can be met?

Yes No Why?

2. How many salespeople do you have?

This number should include everyone who contacts a customer by
phone, fax, presentations, demonstrations, and proposal creation. If you
scll using catalogs, mclude the people who write the catalog copy, prod-
uct descriptions, ctc. (Feel free 1o draw a line through vour first number
and write in the new figure. )

For several decades, Scars, Rocbuck & Co. (now Sears) was
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t docs dously successful. Its sales growth and profitability were fucled by
e full fhied customers who made 60% to 80% of their Sears purchases from
e my without talking to a human, These customers were satisfied
these cd that Scars gave the best service in the world. That service
primarily of prompt shipment of products that met the cus-
ir's cxpectations, Prompt shipment is and was relatively easy (com-
g didn't exist then). Satisfying customer expectations was no casier
t by a p than it is today.
 from The Scars scecrer was in the way it set and controlled customer
ay be petanions. Whenever possible, products were offered under qualiry
isc of tions of good, better, and best. The catalog product descriptions
s on fed accurate picrures and text that detailed the use, wearability, and
, they g of the product in relation to the good, better, or best quality desig-
£ con- i in a2 manner the reader/buyer could relate to. For instance, the
Eions, i count per inch and quality of cotton used in the threads was stat-
sheets. Good Quality was 100% cotton with 120 threads per inch
pr Quality was a 100% blend of regular and long fiber cotton with
ads per inch. The Best Quality was 100% long staple cotton with
uct ghreads per inch. They also used name differentiation, c.g. Scars
met? ¥s. Craftsman Tools, Kenmore vs. Lady Kenmore appliances.
These descriptions justified the prices listed and enabled the cus-
to order based on quality versus price. The customet’s expectations ‘
— sct within Sears’s ability to meet them. If the customer opened the
liked the style, but decided that better quality was more desirable
the good quality he/she had ordered, the item could be returned
rﬁlc better quality ordered with a check for the difference enclosed
Any item could be returned with or without explanation for full,
mpt refund including shipping charges both ways, Warranty service
i by prompt and, where approprate, consisted of exchange with a new
Af you kluct or a loancr for use while the repair was made. If this didn't satis
y prod- ithe purchase price and shipping charges were refunded promprly. The
umber cr was satisfied because his/her expectanons were controlled and
£ consistently. Scars was synonymous with quality for the price. It was
5) was perceived as the low-priced source It was profitable

037v
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| Customer service is not limited to fixing problems. The percepti
| of a desirable difference that forms on the first contact with a pros
gains us the right o create and meet his/her expectations of our pr
ucts and service. When we are successful in this, the prospect becomes
customer. Our customer service begins with designing and buildin
products to meet customer expectations and continues with support
vice and product revisions that continue to meet expectations. All of th
builds customer satisfaction

It is not always possible to control the customer's cxpectations

well as Sears did. Compcetitors, our own statements, and our success in se

| Ing customers create changes in their expectations. Therefore. only a e
sistent effort by 100% of our team can create satisfied lifetime customers.
It is also essential to ask customers continually what their cxpectatio

arc (since they are likely to change), and ger regular feedback from them.
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e, [dah, designy, manufactures, and markets

strobe hghts for unlity sehud

s and backup
b bt trucks that boep when the driver shifts
 reverse, And ke oot busneses, ECCO wa
BRETEIEE 10 AaTC OF CuMomer compeaint
ROCO s customer-scrvice reps. who helded
\ll"l‘\ldl\l vere authon nd 1O Mg .|A,.|A!
s, ship replacement products or pares
pghit, or Jo whatever chse was necessary to pla
BE cinstommers. [har was fine s far a8 of weng, by
idn’s go far enough for Thompson, then pres
et There was no record of the complaints or the
N responac to themy Thompson's concern was
it the undesly ng probiems that provoked the
platins in the first place soll Jurked, almost cor
m promp oTare Enpo
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S0 1he customer service team devised & form i
pRtire the core dara the cus
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:‘l.\t I the 2t IPH\' 15 gEnerat i Y‘-l"hl'\ 1
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“Unce we know whit the most comman

complaints are NC Can wWdently what's caunung
them,™ says Zimm now president and chiel
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number four becomes number three. In 4 recent

12 monmth p | 4 had 23 ried
- a Perus AV G Nad omplatts sbhout

Mupmcnts thar were ather over

11 10 st S T, SIiNEe We

redesigned our packimg sl
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like thiy sxoemple come i
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INTRODUCTION

f Leegin Creative Leather Products’ history contains a lesson for

incss people, it is this: You can't provide quality customer service unless

know who your customers are. Leegin (pronounced lggion) Leather was a

>
<
-
>

10-million belt maker for years. Then CEO Jerry Kohl made a discovery. He

pvered thar his customers were not the specialty stores that ordered and
Lecgin’s belts. Those specialty stores were his salespeople’s customers
¢ Kohl’s customers (Leegin's true customers) were Leegin's salespeople
lves.

When Kohl understood this truth, he had to revamp his company inside
and out. To take care of his customers, Kohl empowered them with technolo-
— sending them out on the road with laptop computers. Those laptops
a surge of power through his salespeople. Suddenly, they could provide
Beir customers with a3 wealth of information that turned Leegin belts into
pfit centers in their specialty stores. But once Leegin's sales force had this
power, they needed a new level of support from the home office and plant
B take advantage of it. [t was this level of support that required Kohl to com
Iy revamp the systems and funcrions and teams ar corporate headquarters

How did he reorganize Leegin Leather to support his customers (his
force), so that they could deliver superb customer service to their cus-
rs¢ And what impact has such a reorganization had on Leegin Leather?
answers are the core of this case

What impresses consultants Martha Rogers and Don Peppers (sce p. 64)
t the way Kohl transformed his company is the shift in his strategic think-
Rogers and Peppers contend that Kohl’s success hinged on his realization
Bt a5 a belt manufacturer, Leegin was managing a product, a product much
many others on the market. When he understood that he must manage his

sionship with customens (what Rogers and Peppers call 1:1 Marketung)

a7
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rather than manage his product, a tectonic shift occurred in his approach to busi-
ness. The results have been voleanic

After you read about Leegin’s transformation and study the Rogers- Peppers
lesson in 1:1 Marketing, consider the advice consultant Bruce Hodes (see p. 75)

offers about the value of teams in organizations in the 1990s. Hodes insists that

the quality of the service you provide your customers largely depends on how well

vour customer scrvice people work together as a team

.48+



A Business
Transformed

First you figure out what you can do to break
away from the pack in your industry. Then you teach
your salespeople how to make your product
mdispensable to customers. And then, as Jerry Kohl
of Leemn discovered, you learn thar those

steps are just the beginning,

imuch of the 1980s, Leegin Creative Leather Products in Industry,
pjust drifted along. Leegin's sales, expressed in millions, read like
" scorccards at a hgurc-skating contest. Nine point five. Nine
seven. Nince point threc. Year after year the $10-million barner
impervious, and Leegin condemned to steady-state purgatory
everyday company in the apparel trade, so it appeared, due 1o be
up by a competitor or driven under by imporrs

When, suddenly, the heavens beckoned. In 1987 the company hit
imillion; m 1988, $15 million; in 1989, $20 million. Every vear
r brought similar bursts. By the end of the 1993 fiscal year,
had recorded revenues of $60 million, six times its mid-1980s
is year, the company expects to do about $70 million. Profits,
grown apace. Leegin's pretax income in the last three years has
around 0% of sales. Its debt-to-equity ratio dropped from 3:1
to 1.1:1 in 1993

Leegin makes leather belts, which is to say it does business in a

competitive marketplace, an industry propelled partly by fashion

CASE STUDY

>
<
-
—
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bur mostly by buyers’ unchanging need to hold up their trouscrs
company has neither uncovered nor created a burning new trend or rech
nology to which to hitch its rocket. It hasn't signed up any deep-pockens
ed investors, it hasn't landed any make-or-break accounts, no Wal-Mas
or Scars or |.C. Penney. (Leegin's 15 biggest customers account for le
than one-third of its business.) Nor has the global cconomy boosted i
growth. Leegin's customers, several thousand specialty stores and
handful of mail-order houses, are nearly all domestic. It makes m wt of it
belts in its California factory
Oh, and one other thing: Leegin never advertises, There isn't eve

a sign on the company’s building. “The belt industry hardly knows w
we are,” says Kohl, exaggerating only a little
So, what's the secret? You could say — accurately — that Leegin
salespeople can do things with computers that most salespeople onll
dream of. You could note how the office and the factory have been reor
ganized to support sales rather than undermine them. Bur those a
parts. And ultimately, to understand whart has happened. you have to e
Leegin whaole, the way its zcalous leader, Kohl, sees it, as 3 company thi
has undergone and is still undergoing a self-directed metamorphosis
Leegin has quictly but surcly been transforming itself from just anothe
belt company to a supplier that its customers will find indispensable
maybe cven irreplaccable. Leegin is eating its competitors’ dinnes
because Kohl isn’t afraid to throw out or reinvent any part of the comp
ny that interferes with that objective
Kohl always wanted to sell to specialty stores. He had run one hi

sclf, started before he even finished high school, with his girlfriend, Terrlg
now his wife of 24 years. It was a psychedelic shop, with T-shirts a
paraphernalia for the youth trade, opened up each day as soon as its o
ers got out of class. Ar age 19 Kohl bought into Leegin, a tiny leathes
company he did business with, and sct out to supply the specialty cloth
ing and leather-goods marker. Two vears later he and Terri bought o
the founders.
Lecgin grew — a little. It was a tough business, Customers had

be called on by salespeople; catalogs and telemarketing alone wouldn's
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sers. The be trick. Bur the stores were small, and Leegin’s line was limited
| or tech: ple found themselves traveling long distances to write up small
»pocket- Every time a salesperson quit, Kohl lost dozens of accounts. Back
Wal-Mart plant, Leegin's designers kept tuming our new styles, since any
it for less retailer likes something fresh for the scason. But the prolifera-
Josted (s products threatened to choke the factory with work in process. A
es and a baf belts could take more than a month to wend its way through
imt of its sewing, and every other department
n't cven d Down in Paper Blizzard
ows who | Thcn there was the office. which by the carly 1980s had turned
jumblc of ficfdoms and foul-ups worthy of a Charlic Chaplin
Leegin's £ Orders awaiting fulfillment were jammed into a clipboard on the
iple only Invoices were cranked out in sextuplicate. A simple request from a
pen reor- r — “add a belt 1o my last order,” sy — went from customer
hosc arc P (which filled out a form) to order processing (which looked up
NE 1O see and price information) to data processing (which entered it in
pany that uter) back to order processing (for verification) and back to
brphosis. service (which was the only department allowed to talk with

F another ). The round-mip took weeks

sensable, ke employees and managers all over America. Lecgin’s workers

* dinner 8 the buck and covered their rears Salespeople on the road griped
: compa- Host orders and lousy manufacturing quality People in the office

Rd the salespeople and one another of sloppiness, and the factory

ne him- of incompetence. On the line., production emplovees pursued
i, Terr, idea of them and us They'd come in, put on their Walkmans,
sirts and it 1o be given work
its own- If ever a company scemed stuck, it was Leegin, The ninc-point-
y leather thing numbers reflected it For six straight years its sales scarcely
ty cloth- | Kohl, however, was abour 1o ger himself unstuck. In the sum-
pght out 1986 he went off to Harvard Business School for the first of three
sessions in the Owner/President Management Program. Kohl
s had to fer been to college, and this was 2 once-in-a-lifetime experience
wouldn't

were compelling case studies, smart professors, late-might study
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scssions. There were a hundred other businesspeople with whom to swap
ideas. Soon, bells began to ring.

Lecgin was a belt manufacturer just like every other belt manufag
turcr, Kohl realized. As long as that was true. the company would neves
grow. But it didn’t have to be just like the others. Frank Perdue, ¢
poultry magnate, had come to Harvard a few times to learn how
could differentiate his chickens from all the other chickens on the ma
ker. If Perdue could differentiate chickens, of all things, couldn’t

lerry Kohl, differentiate belts? And if thar was his goal, were his m

problems, as he had once thoughr, how to make the plant and office
little more efficient, and how to add a few mare salespeople?
OF course not. Not by any stretch of his fertile imaginati
Rather, Kohl began 1o see, what he had to do was something entircly difS
ferent. He had to create a new kind of belt company — a company tha
offered customers a level of service and a varicty of products th
couldn’t get anywhere else. He had to make it so that customers had
conceivable reason to go to a competitor
That would mean reshaping the daily interactnions and relationship
between his salespeople and the stores they serviced. for it was in thoss
interactions and relationships that Leegin's rubber met its road
Salespeople, Kohl could sec. would have to have more to give their ¢
tomers, They'd have 1o learn how and where the stores made mon
then help them make more
But new tires alone wouldn't make a clunker into 3 chariot. And if
salespeople were to have more to offer, the office and the plant would ha
to back them up. Ar the time, all three facets of 1 CCRIN'S Opcrations were
mess. “Somchow,™ Kohl muses, “we had to make each one different.”
loday, each onc is about as different as it can be. And though t
whole may outshine the sum of the parts, the parts themselves can b
pretty dazzling. Come on the road. for cxample, with Perry Patton, 33,
Leegin salesman for the past eight years, now nosing his new white
Mercury Villager around the freewavs of Los Angeles. Among his stog
this February day, is a trendy men’s clothing store known as Sporti

Club, on Santa Monica Boulevard in West Hollywood
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Patton’s first job at the store is to take inventory. Like a bread sup-
a supcrmarket, he and a young traince go through Sporting
S belt racks, counting and straightening

$ second job is a little more unusual. Unpacking his laptop com-
 Patton punches up the Sporting Club account and records the
cach style number as it appears on the screen. Soon the little
fiter’s portable printer is spewing out reports: Sporting Club’s

the past 12 months (about $20,000 wholesale). Current sales
| |

on's third job? Sclling, which is now mostly a matter of con-
ithe numbers and making informed judgments. Leegin's One
Honest lines are doing best in Zuidema's stores. Black s hot
brown right now. Patton shows Zuidema some new stvles that
B the top scllers, and a few others thar his computer indicates are
1'in sinular stores. Studying the reports, Patton points out that
's sales as a percentage of inventory are too high Sporting Club

e losing customers who can’t find a belt in a given size

Don’t Lic

Zuwidema, the information provided by Patton's computer has
the nature of the vendor-customer relationship on two crincal
One, the objectivity of the numbers engenders trust. “If we're
g dress belts,™ Zuidema points our, “there’s no reason for him
dress belts on us.™ Two, the information allows Zuidema to tai-
inventory and thus maximize sales in whar was traditionally a for
B eomer of the business. “Thanks to them, we make 2 lot of moncy
small space we use for belts. It's probably ane of the most prof-
ters in the store ™ On this day, Zuidema scans Parton’s numbers
ens to his pitch on new styles. Then he places an order for $7.000
d of belts

BKohl, who still describes himself as a belt salesman, always figured

puters could revolutionize selling. But off-the-shelf software for

-’3.
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>~ HOTY TIP

When J.W. Kisling,
CEO of 526 million
m‘w cﬂ-, H"u’ .I
Me., gives tours of the
beveroge dispenser
manufocturing focility,
he invariobly stops ot
o worksiation fo chat
with one of the com-
pany’s 120 foctory
employwes. “It
Impresses o cusfomer
fo see thot our
employees can
explain what's going
on around them.

Everybody’s o
salesman here *
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personal computers never seemed 1o deliver what he needed. Frustrate
he taught himself to program. When the first portables appeared,
bought onc and began experimenting He asked salespeople what thi
would like a computer to do, then wrote the software to do it. Soon
was asking for volunteers to take a portable computer out on the road.

Guinea pig number one was Vicki Schubert, saleswoman for 8l
San Francisco Bay arca. Guinea pig number two: Perry Patton. T
were tmes when cach was ready to chuck the first machines throught
store window. On one grim day Schubert visited a small chain’s
stores, spent hours taking and recording inventory, then punched
keys to combine all the stores’ records into one for her presentation.
the data vanished — for good

Despite such mishaps, the volunteers soon saw firsthand how m
paperwork the computers could save them and how the information
held could help in selling. One salesman wanted no part of it and I8
The others — egged on and trained by the carly users — gradu
climbed on board. Kohl kept revising the sofiware and replacing th
hardware, no expense spared. He told salespeople to call him or anot

programmer anytime, day or night, if they encountered a problem

Orders by Modem

Today Leegin's 75 outside salespeople enter orders directly inf
those notebook computers, no paper required. They transmit the orde
to the office by modem cvery mighr, along with messages to anvone §
the company they need 1o contact. Information flows both wavs. TH
central computer updates the salespeople on phone-in orders and pa
ment records and credit problems in their territories. It provides Laily
information on belt availability, no small matter in a company that n
produces more than 1,000 styles in 4 range of sizes. (“That lets me
“Those belts you sold? 1 can get them back in here right away,” ™ explais
Patton. ) It automatically updares the portables’ software, correcting bug
ind adding features. Recently, Kohl added a database to track the compé
tition and asked salespeople to note on their screens who else was scllin

belts in cach store. Now, he boasts, *I can tell you not onlv wha
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ted. day in Chicago bur every other company that's selling belts
d, he 2
.l they 0 sales managers such as Doug Parton — Perry’s older brother —
- h;: puters provide daily data on how the troops are doing: Number
n ts visited, by store type. Number of categories sold. (Too few
ﬁrthc es probably means stores are missing some sales. ) Recurring
There will be grist for one of the 10 or so training-and-discussion ses
agh pspeople attend cach year \
Reven Ho Kohl, the computers provide instant marker information: “We
xd the at to manufacture, because we know what's selling ™ They also
. All account databasc thar remains with Leegin when salespeople |
Most important, the computers further his strategic objective,
bmuch to make Leegin indispensable to its customers. “Our goal was to
0 they smore about the stores’ business than they know themselves. ™
i left. g belts arc concerned, acknowledges Zuidema, Leegin docs
dually Ow many companies have boosted sales only to watch their pro.
ng the and support systems crumble? At Leegin, the office and the fac-
bmhct already stretched to capacity. If the new computers made sales-
| more productive — or if, as Kohl expecred, the machines made it
B0 add and train new ones — the company would probably face
« Every problem would be shunted off from one department to
ty into s Everyone would have an excuse
L orders 90 In Scprember 1988, at the beginning of the holiday production
ponc in an apparel company's busiest, most frantic time, Jerry Kohl
. The gmarching orders. Leegin would have no more order processing,
ad pay- customer-service or credit and collection departments. All those
s daily would be folded into one job, account specialist. A pair of
At nOw specialists would cover a territory They would be responsible for
Bhe sav. g that customers or salespeople might need from the office. All |
explains lves
my bugs Panic sct in. Some people’s worst fears abruptly came true. The
compe- were accustomed to vanished. They had no chance of qualify
s sclling the new ones. Three of the dozen or so office workers left right
phat we ree more were let go later on. Those chosen for the new jobs
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plunged into classes, for many the first since high school. How to proge
an order. How to approve credit or collect a bill. For four months #
group met two or three times a week, often from 6 am. 1o 8 am

The pamic subsided into chronic, efficiency-killing anxiety. Que:
abour asking for moncey, the fledgling account specialists postponed ot
lection calls. Unnerved by demanding customers, they pulled “pickiss
uckets™ — shipping instructions — from the computer and walked
into the warchouse, highlighting special requests and penciling
changes as they went. Shipping clerks found themselves dealing with
different people, cach with an urgent need, several times a day. So
orders went out twice. Some never went out at all

It Kohl had doubts, he doesn’t remember them. “You lose so
people as they get frustrated,” he says breezily. “But we were gertifg
people to feel more a part of the company.” Just such single-mindedne
of course, was probably what made the whole thing work. Even after o
imtial training period, classes continued, once a week, for two hours ag
crack, in communications and computer skills and a dozen other tog
(They continue to this day.) Kohl and information-systems direct
Kimmi Pitchford constantly refined the office’s software, streamling
procedures, allowing the specialists to record idiosyncratic but crith

information about cvery account (“pays bills late but always pays"”)

Leegin Express
Maybe most important, Kohl spent moncey to help account specis
ists meet customer needs more casily, He built up hefty inventonesy
Lecgin's fastest-moving styles, then introduced Leegin Express, a pr
gram that guarantees shipment of those styles in 10 working days. :
vears ago, Kohl and a team from the office developed procedures fof
“quick ship™ program, allowing orders in before 1 p.m. to go out &
same day. Today Leegin Express accounts for some 60% of the com
business, About 80 quick-ship orders are filled every day.
Leegin's office is noisy and crowded, with 16 account speci
crammed into a space scarcely larger than a good-sized living room. B8

watch an employee such as Theresa Van Franktoort ar work, and you g8
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XS5 of what has changed Van Frankfoort and her partner — who arc

the e as the Blue Team — handle the Pacific states plus Anzona, rough-
00 accounts in all. They take orders, schedule shipments, approve

= | handle collections, authorize returns, answer salespeople’s ques-

cal- golve problems such as lost invoices, and perform a dozen other

ng most with a phone call or a few keystrokes. Charts on the wall

hem team’s key measures — credits issued, accounts receivable,

g in cted, and so on. Overwhelming?® At times it is, acknowledges | -

1 12 kfoort, who in the evening finds herself jotting notes about ’;

ome o accomplish the next day. The payoff is that the responsibilitics E :
B the customers — are hers. “[ love what I'm doing.” she says, “I =

jome customers and they know me.™

Ing e attractions of the one-stop shopping provided by Van

ness, port and her colleagues aren’t lost on the customers. “1 don't

r the y to come in,” savs Lottie Shamic, manager of a western-goods

$at 3 lhat is among Patton’s top accounts. I can call and place an order,

s gy ship it right out. Even if it’s just one belt. Another company we

ector ' y their orders get messed up all the time and I'm constantly

hms g stuff ™

ritical

in the factory the transformation probably started the day Mickey
Chava Sanchez, and the other bosses went out to clean up the
Or maybe it was carlier than that; Zaldivar says things began to
Sthe day Jerry came back from Harvard.™ i
atever the key cvent, the facts aren’t in dispute. Kohl began |

to manufacturing direcror Zaldivar and production manager

|
a pro- g abour what he was learning He gave them books on subjects |
Three guality and empowerment. Before long the two men found !
s for a going on retreats, talking to consultants, and taking seminars, 1
it the the plant’s dozen or so supervisors, A workbook in a course |
ypany’s Btinuous improvement suggested the group give employees a live |

ation of the importance of housckeeping. At an appointed time,

and supervisors marched into the lunchroom. There they
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Change Was in the Air

“Everybody stopped working, ™ recalls Zaldivar with a chuckle. “The
was this silence. *Have you guys gone crazy or what®' ™ But the exercis
conveyed an inescapable fact: Change was in the air Now Zaldivar cc
begin experimenting,

Since belts require a lot of hand labor, Leegin’s factory is in man
ways old-fashioned. Workers toil over cutters. punch presses, and sewin)
machines. In the past, employees stayed in one functional deparrm
They cut or sewed or punched or dved all manner of bels as they can
through, and collected a wage determined by a complicated system &
picce rates. Wanting to change all that — and brimming with up-to-t
minute ideas of empowerment and teamwork — Zaldivar and San
handpicked 20 experienced workers and put them in charge of a con
plete belt line. From then on, Sanchez and Zaldivar announced, t =
workers would own that category of belts and would monitor their o
production. All would be paid an hourly wage, based on what they wel
carning before.

The experiment produced a little good news: Quality levels in th
category of belts rose sharply. But the bad news was dismal. Ourpt
dropped like a stone. Unused to working as a team — and with no fi
cial incentive to hustle — the group turned out half what the manage
had expected. Once again, it was September, the company’s busiest 1
With production falling, deliveries had ro be postponed

Zaldivar and Sanchez, disciples of a stubborn mentor, didn't q
They divided the group of 20 into four or five subgroups. They insti
ed a group-incentive wage. Soon output was up to the hoped-for level
eventually it climbed even higher. In another six months the two me
started a second team, this one with only 10 or 12 people. That see
to go more smoothly, Slowly, carefully, a line at a time, they pressed of
For each line, production systems were mapped out, Machinery
tagged and moved. People were selected and cross-trained. By 199
maost of the plant had been transformed into minifactories, work ce

responsible for categories of belts from start to finish
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Is Always Difficult

here Care alone couldn't climinate the costs, either human or financial,
reisc Buple of the plant’s 12 supervisors wanted no part of the changes and
ould g0 be replaced. Employees, suddenly asked o chart production levels
peral other variables, were baffled and resentful. Zaldivar hired a
many fltant to teach basic math skills and graphing. Since most of the
wing workers arc native Spanish speakers, classes were conducted in
nent Later he brought the local school distner in o weach English. All 5
came gining and instruction took place on company tnme ’;
om oOf Joday the factory is as cluttered as ever; workers are jammed j
y-the- ier as closcly as the account specialists in the office. Butr Zaldivar, =
nchez @ through the plant, points out the signs and symbols of a trans.
com- B organization. Sce the computer terminals scattered around the
those Bveryone can use them, On-line information helps the teams fig:
ir own i daily prioritics. Workers punch in batch numbers as the belts
y were long, so managers know where everything is.
; Oh, and check out these boards. That's where the teams chart
in that fwery, quality, absentecism, and safety. Every day cach team meets
Dutput minutes to go over any problems. Every week the lead people
» finan- numbers with managers. Says Zaldivar: “We'll have a meeting
anagers ne announces the figures, and Chava sits there with a laptop
st time. pthem in the computer. At the end of the meeting he pops outa |
@nd the Icad people then go back and discuss the numbers with l
p't quit ams. |
fnstitut- fhree or four years ago,™ he concludes, “it took us about six |
or level, hput an order through. Now it's a week and a half, and we want
WO men to two or three days.” Quality is up, too, Customers can sce
p scemed frenice and the reason for it “Under their modular manufacturing
gssed on. By have the same people working on each type of construction,”
pery was ¥ Beth Adams, a product manager for Lands' End. “That really
;By 1990 that the quality is there.”
vork cells of Leegin’s story — and Kohl's accomplishment — is told in

pers, the dry figures of throughput and receivables and sales per
gathered and charted by the day and the week in the Industry
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headquarters. What's curious on this score is that a compulsive counts
like Kohl can't quite say how much the transformation of his compas
cost. The cost of computerizing his business he figures at more t
$1 million dollars, all told. The reorganization and training of accout
specialists and facrory workers, he isn’t sure about. Press him and M
shrugs. The company has always made money, he says, sometimes mong
sometimes less, and it owes the bank less than it used to. What's 1o wa
about? Which may, of course, be exactly the artitude vou need whe
you're investing in something hard to put a price tag on.

Leegin now makes more than 1,000 styles of belts, up from a cok
ple hundred in the bad old days. It sells to more than 7,000 accounts,
from maybe 2,000. It doesn’t advertisc, because it doesn't need tod]
salesperson visits the stores at least once a scason. A new telemarke
operation keeps the company in touch with stores that are too small, €
too remote, for a visit. Quality levels, delivery rimes, and prices
among the best in the industry, say buyers such as international merchan

dising manager Rodney Lane of L.L. Bean

Computer-Toting Soldicrs

That kind of capability itself makes Leegin difficult, maybe impos
sible, to compete with. “We have 75 soldicrs our there,” says Kohl, “an
cach soldicr calls on three customers a day. Unless you have the ability 8
call on 225 customers a day™ — not to mention the ability to providi
them with up-to-the-minute sales information, or the ability to prod
and ship thousands of orders a week, including 250 for a single belt
“how are you going to compete with me?” Indeed, the company
slowly been acquiring lines from competitors who decided not to try.

But Leegin's real advantage is that it has become a moving targe
poised for continual improvement on any number of fronts. The compa
ny recently introduced a line of handbags, for example. And why not? i
has a distribution channel to women’s specialty stores. It has the expes
tise to help the stores merchandise the bags. It can gather instant infog
mation, via the laptops, on how well they sell. Planned refinememts ol

office and production systems should allow the company to expand i
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pays, too — by adding more belt lines, say, or by continuing to
espeople

," Kohl, in addition to his many other traits, is a business junkic, a
reader of business magazines and cager attender of conferences, a
swaps storics of manufacturing and selling and customer service
wthers talk about baseball or movies. Somehow, all the information
s seems like more grist for the company-changing mill, the single-
and in some ways single-handed metamorphosis he has set in

at Leegin Creanive Leather Products. @
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KOHL'S CREED: KNOW YOUR

Yc.m agn, a vendor canceled an order because
our prices had gone up. I called him ugp to tell
him he couldn™ just cancel an order. | was holding a
signed purchase order from him. He said, “Jerry., 1
don’t know you from Adam. | don't know vour
name. You're nothing more than a number to me 1§
I knew you, sure, vou're right, | couldn’ cancel my
onder, But | don't know you.™ And then | heard him
teanng the PO i half over the phone

When | heard that PO being tom in half, it
changed the way | do business. From that day om, |
knew that 1 had to know who my customers are and
they bad o know me

Knowing your customers really means knowing
two things: Finst, you have 1o identify your cus
tomers. Second, you have o understand what you
want your relationship with vour customens 1o be

My customers are not my company s customers
I rruly believe that my costomens are my 75 sales
people our there selling my belis, | have 7,000
accounms buving my belts, bt they are the customers
of my salespeople. In my business, people don't just
call up 1o buy belts. Without my 75 salespeople out
there in stores, | wouldn's be in business.

I want 1o build 4 doctoe patient relationship
with Leegin's customers. | want salespeople who
have a good bedside manner. Do you remember
Dr. Marcas Welby on wlevision from vour child
hood? It you were Welbw™s patient and you had
brain surgery, Welly wouldn't have performed the
| sirgery because he wasn't 3 brain sargeon. But he

wanld have been ar your bedsude
That’s not the case today. Todav, when veu

go L0 sec vour Lllh‘l“l‘ hl' or \hf relers you to

[ another doctor, who refen vou to 4 specialing
When you wake up from surgery woday, chances
Are You won't even recognize the doctor standing

there. You won'™ even know his name

CUSTOMER ONE-TO-ONE

Warching Marcus Welby an television, vou'd see
people dying in howpital beds. Bur Marcus Welby
gave them the will 1o live: How can vou have the will
1o live unless somenne cares about you!

We don't just have Marcus Welln salespeople:
At Leegin Leather, we ESSIEN CYETY CUSTONMET 10 One
of our home office people I Robbie ts vour contacy
ar Leegin Leather and vou Have a questing abou
damaged goods, vou talk to Roblbse 1f the silespers
won who handles your account has a quesnon, he
talks 0 Robbie. [f there’s a question about billing,
credit, or ventory, the customer calls Robbic And
when Robbie talks to a customer, she knows the pers
sun she's talking to. It not umuosual for our aceount
speaalists to ask about a customer’s child. For better
Oof wane, our people are artached at the hip o thels
customers. They develop 2 relationship together

Phese one-to-one relationships with acoount spe-
cialsts work not only for Leegin’s customens, but for
my customers — our stlespeople — as well When
voul have salespeople out in the fiekl, it's only natural
that a2 wall goes up berween the customer service peo-
ple ar the home office and your outside salespeople.
We've established these dne-to-once relationships 1o
bring that will down, Or never let it go up

Cr approach to customer service s vahid for
any business that has repear sales. If you sell vacuum
cleaners doar to dooe, vou probably don™t need o
worry about customer service, but if you ever plan 1o

talk 10 & customicr & second time, it matrers 1o the ’I

customer that you kpow and care about tim: You |
might think this approach could anly work in amall
compatties and 1o same extent that's true. Bur in
many companies, top exccutives allow walls of
burcaicracy 10 come up berween themselves and
thetr customen

'l give you an example. | own 3 BMW. It%

the fourth BMW 1've owned and | Jon't know &

B2 -
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ot BMW. How many cars docs BMW sell? Not
bmany. Yer no one at that company has ever
Bl or written o me o thank me for buying 2
Someone there should call and say, “Mr
M, | want to thank you personally for vour lovai
BMW. This 15 the fourth BMW vou've pur
B fron s and were delighted. 1'd like to give
By home phooe member for you to call if you
f; problem whansoever with your car Thank

ftives don’ have time! Well, 1 think they
o oot to have time. Tom Petens recenthy
3 few phone calls ro vest 2 commitment 1o cus
: He called Nordstrom to complain
shoe he bought there. He asked 1o speak
presicdent of the company. Well, 30 seconds
. Nondstram was on the phone wirh hum
all the vme. T fly on planes 1 stay in
host parties and fanctions all the time Do
W that in all my years of traveling, | have
i someone thank me for flving on an air-
M3yIng at a hotel. Except tor 3 silesperson
ited to get another sale, no one has ever
itten 1o thank me for my business
R we're on the sabjecr of aidines. another
= L fly 3 lov and occasionally I'll get paged.
will tell me that my platinum card enti-
an upgrade w Fst Class. 1'l say thanks
Bit down, Now I'm happy 10 move up to
but I never feel particularty good about
phange. When 1 reach the counter, the
It always hands me my upgrade as if it's
Bof her job 1o do so. Ir doesn’t cost any
 have somcone say ~We're delighted that
B with us 50 often in the past. Conld
RE you to move up into First Class? I
amthing we can do 1o make your tlight
ortable. picase don't hesitare 1o ask.
u're 4 very valuable customer ™
v e can reach people our business. Buy
each them to be nice people. S0 we take a

lot of time and et to ey to hire the righe people
from the stare. And we do 2 goad job, because we
don't have much tumover. Whar we look for in
cryHoyees 15 not 3 superstar. but someone with his
feet on the ground. We look foe 2 good crodit histo-
ty and 2 good work history . In other wonds, we look
tor people who are responsible

When we mterview people, we ask if we can
tape the phone interview, which lists about 30
minutes. By recording the interview, we can give
the prospect our full arrennon. We can listen
mwicad of wornving about taking notes. This dlso
allows us tor sit down Liter and listen carefully to a
prospective employee’s answens to 4 senies of pre
sl quostions we've develuped  Bur the real secret
to our lunng is that 1 don’t hire emplovees. We 4l
do. How often have you beand someone complsin
that his boss hired & dolt for them to work with? As
Lecgin Leather, the team that 1s going to work
with this pemon interviews the prospect in persan
and all' the veam members have to sign off This all
may sound like 2 bon of work, but the people we
hire arc here 1 stay. I'm sure we lose some good
people, but we want people who are compatible
with our way of doing business

Technology is part of our customer service story,
because techmology has enabled us to climinate much
of the paperwork our salespeople used 10 have to do
And that has freed them up to be mane customer ser
vice anented. | don’t know any good company that
B0t passionate about technology. 1 called Pizza Hut
the other diy and the girl rastled off my address and
asked me ifit was current. When | saidd ves, she asked
me if I'd like another pepper and onion pizza like the
last une | ondered. When T said ves. she said, “OK.
'l be nght along!™ Now that made me feel gt
Now how many businesses make vou feel good
about giving them money! Not many. Przza Hue is
wing technology to help me, but it's also belping
them. | think anvone who an't passionare about
technology is 4 moron. @
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How to Develop

”Relahonshlp Markehng”

by Don Peppers and Martha Ragers, Ph.D.

hat the Leegin Creative Leather story illustrates so powerfully is
relationship marketing — planning for share of customer rather than shy ,
market — can yield astomishing results. By working to increase its &
cach customer's market. rather than market share, Leegin broke throught
ceiling that had stifled its growth for years. Let’s examine what it means
shift from market share to share-of-customer strategic thinking
For most of the 1980s, Leegin was a company that was knocki

the glass ceiling of $10 million per year in volume. But berween 1987
1994, Lecgin grew from $10 million to $70 million. In the muids
owner Jerry Kohl realized that Leegin was a belr company just like e¥
other belt company. What he did nexr reflects very cutting-cdge strate
thinking. Without using the terminology, Kohl became a relationship
keter and restructured his business o manage customers, not products
Most Amenican businesses have made something of a science of

uct or brand management. The product manager’s job is to find custo
for his products. His compensation and bonuses are tied to sales increase
fluctuations in market share. It doesn’t matter to 2 product manager ¥
buys the product. Each buyer is treated as 2 newly-acquired customer, ¢
though some may be loval users The same offers, ads. and coupons go ¢
to everybody, or at least 1o everybody in a certain targeted segment.
The net result of this system is that products have champions log

g out tor them, but customers don't. The reason is simple: Until nol
it hasn’t been feasible to keep track of individual customers. But beca

of the rapidly declining cost curve of information processing technology
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possible — and thercfore compentively necessary — 1o keep

and remember every contact with cvery customer. In other
markcters will need 1o remember their relanonships with cus-

the same wav customers have alwavs remembered their relation

ol product managers, 1:1 marketers will rely on caustomer man-
will manage portfolios of customers, onc customer at a time
use computer memory to remember their relationship with
will constantly poll the statistcally-projected lifetime value of

y is that asure their success
sharc of € many companies, Leegin was a victim of sales-quititis,
a salesperson quit, Kohl lost dozens of accounts. By going on

s now able o tack customer relanonships in a way thar ran-

XFPERT'S INSIGHT #4

pcans o
tking on GEMENT ORGANIZATION CUSTOMER MANAGEMENT ORGANIZATION
OR7 and
Mg VI Mg VP

nid-80s, | 1
ke cvery 1 i 1

| Beand A | Beand B | Nortfisdies A ] Portfolics §
Atrategs -
hip ma- === ==
m Product 2 il‘.--.!d.: 4[ ll'n-:...: 4 Custonmer LJ !n T _'I Casoner 31 1Csstnmes 4‘
 of prod-
USTOMETS
LTTAsCS o mdividual salesperson. while making tha person’s job more
agcr whe L His next step will be to caleulate share of customer and cus
mcr, Cven fetime valuc to help guide the company and the silesperson who
s £O Oul h customer account, and to use those measurements as a
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WHO ARE YOUR REAL CUSTOMERS?

the traditional acquisition orientation of most mass marketing fits
Jerry Kohl put customer management into practice the day he elimi
functional departments (order-processing, customer service, credity
lection) and folded all the functions into the job of the “account spe
ist.” who 1s responsible for everything thar customers, or salespeople
those customers, might need from the office.
The transition from product management to customer mam
ment is not a simple process, but it is not impossible either. Generally
advise clients to use a best-customer transition strategy, Simply stated
works like this:
In most product-management companies, the “chimney”™ or
structure effectively blocks any ability on the part of the company at
to track all the available data abour a customer, since bits and pieces
relationship are held in different silos. So, although the customer #
have a complete picture of the company, the company never has a €@
plete picture of the customer. Or, worse, the company treats the custon
as several different customers. (How many times have you had 1o fill's
an address form for vour bank as you applied for a new loan or account?
However, in the customer-management organization, the straté
focus is on linking the data about cach customer across divisions or pre
uct lines, the better to serve a greater number of each customer’s neet
in order to get as great a share as possible of each customer’s busi
(see Exercise on “Organizational Inventory,” p. 69)
To begin the mransition, we suggest starting with two or three top sal
people, or two or three top product managers, and give them a new
Customer Manager. These will need 1o be upbeat, energetic people
enjoy breaking the box on tradinonal thinking and are not afraid of &
opportunities created by a positive change. Nexr, identify the dozen or b
dred most valuable customers, and make each of these customers the dire
line responsibility of one of the Customer Managers. After the new strate
has had a chance to succeed (and we find that top company people combi
with top customers make a great recipe for success), other product manage
will want to climb on board and the company can change gradually, withol

wholesale disruption, We call it “moving the picket fence ™
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gnce, where 111 marketing will be practiced

4t should be noted that the picker fence will probably never hur the
8. In other words, there will probably always be somebody n
of mass marketing and acquisition. The customers against the left
have the least value to the company, and will be the most likely
BeL to a compentor. But somebody will have to mine this skimpy

the occasional customer who can be moved to the right of the

stomer manager’s primary responsibilities are:

Manage all addresable communications to cach customer under

o management

Petine sub-groups within the portfolios

giently on an individual basis.

example of the switch from product to customer management,

nd products and services for the customers in his/her portfolio

BEVE a5 a “customer advocate™ within the company

geer time, as information-processing technology improves, data
Bome more detailed, analysis wall become more and more useful,

folios can be increasingly fine-runed and managed more and

managers try to increase brand equity, but customer managers
erease customer equity. Jerry Kohl's seven-fold increase in revenues

pincreased profitability — over a seven-year period provides just one

>
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In the 1:1 future, economies of scale will vield to economicsy
scope. Companies will grapple with the structural impediments o
aging customers rather than products, and will focus on new and strea
lined ways of distributing products to customers

Marketing in the 1:] paradigm can be called “miniaturized
ing™ because, in fact, marketing has been shrunk to the level of the in
vidual consumer. The entire discipline is being miniaturized by adv
in information and communications technology in the same way that
Sony Walkman miniaturized the music-listening experience or the re ¥
control device miniaturized the television-viewing expenence

Many of the principles thar apply to 1:1 marketing arc a dired
inversion of similar principles applied to mass marketing. Mass marketif
requires product managers who concentrate on maximizing awar
and sales of one product at a time, and sclling it to as many consumecrs
possible, whereas 1:] marketing requires customer managers who wot
to sell as many products as possible to individual customers, onc ag
time. A mass marketer tries to differentiate products, while a 1:1 o

keter secks to differentiate customers. A mass marketer trics to acquire
constant stream of new customers, while a 1:1 marketer first trics to geg
constant stream of new business from current customers.

This is the fundamental change that is beginning to occur in |
and small marketing companies around the world They are moving frof
mass marketing to 1:1 marketing, from product management to €
tomer management. Marketers are re-thinking the task of sclling, visua
izing it in terms of “share of customer,” rather than “share of mark
Concentrating on one customer at a time, instead of on one product at
time, is generating new marketing strategics, new busincsses, and

insights. Just ask Jerry Kohl at Leegin Creative Leather Products
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XERCISE

ing an Organizarsonal Inventory
o’ .

the answer that best describes the way your company waorks, and then check vour score

P next page)

Af a customer calls to complain,

the customer’s call is roured through several people until someone tells the customer to 2O

back to the nearest retailer or distributor.

the customer’s call or letter is forwarded directly to the nearest retailer or distributor

the complaint becomes the responsibility of a particular customer manager, who secs

LI as an opportunity to build a relationship with that customer
|

srybody knows that market rescarch is imperative. In order to best understand
hat customers want, we should
f conduct mall intercepts
conduct statistically valid sampling and me

population of prospects

asurcment procedures and project to the

o rescarch by experiment with each individual prospect

it your company, the corporate structure
pemphasizes product management in order to produce

dealers 1o sell

gecognizes that since customers are the he

a mgh quality product for the

art of the business, the company must focus

o0 product management that will constanty improve the quality of the product

amplements customer management because the company knows that to remain

petitive, it must develop produces for their customers, not customers for its products.

does your company spend its promotional budget?
mass media advertising, especially newspaper, magazine, and television

@ combination of mass media ads, direct mail. customer rebates, and trade incentives

SHG promaotons

gaplicit bargains with consumers to see or hear messages, interactive radio, or other

mbush advertising, and purting best customers in touch with prospects




WHO ARE YOUR REAL CUSTOMERS?

5. What happens if prospects call your company’s toll-free number?
A. Two wecks later, they receive a brochure with a form letter.
B. They are referred to their nearest outlet. based on their zip code
C. After qualification, they receive a packet of material by overnight delivery, with a pe

note. A week later, they get a follow-up dealer contact

ORGANIZATIONAL INVENTORY SCORE SHEET

Add up your answers. If vou find vour answ ers are mostly A's,

should probably polish up vour resumé and start looking for employ
with a company thar will survive the Information Revolution. If Vi
answers arc mostly B's, your company has made a lot of Progress w
sharc-of-customer thinking, but still has a lot of work to do in terms
trust-building with customers, corporate culture, and individualizi
vour market efforts. If your answers were mostly C’s, then marketing 13

wants to use you as our next example of a successful 1:1 strategy

«70 -
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ARE-OF-CUSTOMER WORKSHEET

A B8 C D E F G H

A

names of your company’s 10 most valuable customers — or the first 10 customers who
mind

B

customer listed, estimate the approximate revenue your company generates cach

bascd on the past two or three vears of experience with that customer

C

iolumn C if there are any additional services or products you could be selling this cus-
You should count products or services the customer is not using at all now, as well as
and scrvices this customer is now getting from a competitor

D

ghecked Column C, then in Column D enter your best guess as to the rotal amount of

I services or products you could be selling to this customer, in dollars per month.

c71
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CoLvmn E
Add Columns Band D

CoLumn F

Divide Column B by Column E to calculate approximate share of customer in percentage.

CoLumn G

Consider customers’ non-monetary value: Write down in the appropriate spaces the numiy

customer references you get from cach customer in a year

CorLumy H

1:1 marketing is collaborative. How well do you collaborate with your customers? Check here

have ever referred a customer to this customer

CUSTOMER MANAGEMENT QUESTIONNAIRE

1. Based on your judgment, and without resorting to tables of information and
how might you categorize some of your key consumer sub-groups that have s
characteristics, needs, and attitudes toward the kind of product or service you
vide — groups that might be constituted into portfolios of customers?

New parents
B. Repeat purchasers
C. Respondents to a fax response program

D. Female heads of household

G

H

P2
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If your company were to try to establish a portfolio of its “best” customers, what
yould these customers look like? What unique demands do they make on you, and

vhat opportunitics do they present?

—
~
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p a customer has characteristics that qualify him/her for two or more portfolios,
d she/hie be assigned to cach of them?

it line responsibility should a customer portfolio manager have?

might a customer portfolio manager interact with retailers or distributors?
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6. How:boddcmtomcrportfoliomnagmbeuwudedfordo&ngagu)diob,and hs
information is necessary to evaluate them?

Summary

Although mass production made mass marketing possible 80
g0, 1t was mass media — the ability to send a uniform message to a
audience simultancously —thar mandared mass marketing The ¢
fractionalization of media and the rise of individualized media, enhang
by the plummeting cost of computational power, will likewise mandaté
new L1 approach ro marketing.

Sharc-of-customer analysis is not about a new way of doing b
ness that will cause a paradigm shift. It is about a technology-based pag
digm shift that will mandate a new way of doing business. Compan
that do not begin now to plan back from the 1:1 future will warch the
competitors — even very small competitors — pick off their very be

customers, one customer at a time.

17‘.



by Bruce Hodes

By Kohl's success at Leegin Leather grew out of his strategic use of
compurers and the empowerment of his employees. But there was
: key clement in the turnaround at Leegin: the creation of teams
Ployees centered passionately on serving their retail outlets
I & business world that has undergone massive alteration as a
bl the globalization of the marketplace, the continuing
jter/information revolution, and the collapse of the marketplace
ghes, how can small and mid-size companies survive, much less

in the new and shifting business environment of the 1990s, cus-

r:b [eams arc emerging as a key element in organizanons. No longer a

Bea, teams are widely accepred in business as a key to thriving in a
i, best ive and fast-paced environment. With a loyal customer base,
pservice for your company and delivering it consistently in a way
ustomer defines as special is the challenge of the 19905

fitional business environments as far back as the 19505 consid-
suiicient to deliver mediocre customer service. As long as cach
i his or her own job, the customer was properly served. Service
i and relationships were not seen as vital 1o the task of doing
Lin the 19505, being polite and nice pretty much defined cus-
€. The following burcaucraric hierarchical model and rules

B t0 make service and customer focus afterthoughts.

d, high performance work teams will be the cornerstone of

EXPERT'S
INSIGHT »5
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Bruce Hodes 15
president of CMI
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TRADITIONAL ORGANIZATIONAL PARADIGM"
/’\
7 N
A/ \\ The higher you go in the
// N pyramid, the larther you
y \ et from the custoener
7 T \\ The woy ko success iy
7 o got cway ‘10‘“
(/ Management N 8 the custormer
7 i 3 —\
7 \ \
N
/, ‘ \ ' ~
4 Sols Finance Resources Thonm .
,, x oF smEEy y— T S i - x \

/7 \

/ ¥ r "' T 'ffY‘ -y “"".‘L'_“‘ > . - "' - - -y ¥
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Customers

| This type of model:

: A nhibty potentol A Slows corporate rponies
A Allows moccuram commurscanon A instruchon dows down
A Fushes up mbormanon/resutt A Manogement dnven
A Victimizes [lo win, someone must ke) A Prometes mediccrity

P> Mot componies want to promote internction and axchangs but are unwilling lo gve up coniral

P> As o compony yucoseds. it often imvests profits into another loyer of monogement While this elevaies
some. it ploces greater stress on the lower layers.

P Upper layen dongle corrots 1o encouroge those below 1o perform . in hopes of climbing the lodder.

» Crootes o self-serving eovironment.

P Stepping out of assigned roles 1o problem solve i discouroged yr

P Coutious ergonizational movement i favored over risk taking. et
P> Customers are of the battom of the pyramid Wenaro M

Compare your company’'s orgamzaton chart with this ones
scem to be getting too far away from your customers, you may

restructure as shown on p. 79.

v?"




EXPERT'S INSIGHT #5

 Old Rules of Organizational Customer Service |

company determines the level of customer service. Profit and
iciency have a lot to do with this determination

»

mess is product and task-driven. Customer service means

g polite. Work is about getting the task done according to
mpany standards.

one has a specific job. It is not necessary to step out of that
sescription to assist a customer. (“That’s not my job.™)

o

pliers and customers sometimes operate at cross purposcs
requests are viewed as interruptions and inconveniences.

ing and customer service are separate functions, performed ’
ifferent departments

enough is good enough. If traditional expectations have
§ met, then the customer is being properly served. ‘

pattention paid to the customer may be unacceptable to the
pany and viewed as an unnecessary expense.

B discovered in manufacturing are routinely passed on to the
pmer in the hope that they won't be noticed

® value means taking customers to lunch or sending them gifts

[- ugh most business people immediately recognize how out-of
i a mindset is today, the extent to which these antiquated rules con-
ne business behavior is surprising. Habits are hard 10 break, and
an unfamiliar road. Also, many business people do not know what
to substitute for the old ones. For leaders scarching for an edge in

petitive market, a different paradigm of customer service is

bringing with it a new set of rules and assumptions,

W Rules of Organizational Customer Service

product — as determined by the customer — is essential
into the game.

are sold today by overwhelming the consumer with service,
is the differentiation that makes you “special ® Service is
all the conveniences that accompany the product.

i
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Involve employees in everything. Information and education are
critical to keeping employees focused

Since time is valuable to customers, they will remain loval if you
i can save them time and make their lives simpler

* Make technology your friend and use technology to add value to
your customer relationships.

* You don’t make a product, you make customers. If you wish o
stay in business, you had better keep making them.

* Product and service must be value-priced so that the customer
perceives great value for money spent

* Ifyou don't get close 1o your customer, your competition will,

, * Create compensation programs bascd primarily on performance
results and skill acquisition, not on hicrarchy and position.
Reward employees for customer service -onented behavior

* Get berter or go broke — learn from mistakes

* Continuously improve the quality of your processes so that you
can climinate waste and improve profit margins.

Inttviewingthcnuryofbeegin(}mdulmhcl’roducu,
, yuulinthencwrulesthntllohlundtommfu-mhhbusine-
(jot them down below)?

»

07..



EXPERT'S INSIGHT #5

RGANIZATIONAL PARADIGM
g customer service

*

)

Bance Pi

guol ingredient 5 wonderhul and able to t
), yo! mixes well with the ofher ingredwnts.
slomer con choose someane she's pizzo,

*
T )

. It o propelled by its obsession with i " '

ond the mission of the company s vision o
B

Our ANALYSIS: Buving laptop computers for the sales force enabled
sales people to focus on their relanonships with stores. Clearly, Leegin
realized that it had to make its customers its number one product

By revamping the office and support systems, Kohl enabled Leegin
to overwhelm its customers with service. Service is all the conveniences
that come with Leegin's belts. Service is whar makes Leegin special, As a
member of their account services team said, “1 love what I'm doing. |
know the customenrs, and they know me.”

By mroducing Leegin Express, the company 1s recognizing the

79 -
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value of time to its customers, Much of the change in productio
Leegin helped drive waste out of the system. And Kohl aggressively u
classes, workshops, and seminars to keep his employces focused
informed

The following worksheets will help you create customer-foe 18
teams in your business. Before you begin those exercises, however,
should be defined. Whar, for example, is a team? Team has becon
business carchword for any group in 2 work setting. What most b
people call a team, we do not. The following definition, from &
Wisdom of Teams by Jon R Karzenbach and Douglas K. Smith, is on
prefer: “A team is a small number of people with complementary
who arc committed to a common purpose, performance goals,
approach for which they hold themselves mutually accountable. ™

The crucial words arc common purpese and muzually acconnss
All members hold themselves accountable for the results of the group,

For a team to exist there has o be adversity and tension be
the team and the atainment of the common purpose. No adversity
team. You do not need teams for casy tasks. High performance stands
and reams go together. Performance standards are supportive, permit
a team to coalesce, At Leegin, Kohl was the catalyst who drew peas

together and focused their energy on serving the customer.

Customer Focus, Feedback, and Service Strategy
The front line (people who dircctly impact the customer or direg
impact a process or product that impacts the customer) has o ger

back so that it can

1. know what it Is doing right
2 know what it is doing that is not working.
3. coordinate and fix problems with other departments

4. be sure that the customer consistently perceives grear value

One challenge is getting the voice of the customer clearly delive
to the line regarding their service or product. It is important to

forums and opportunities for the front line to listen to the custon



et challenge is to make sure everyone understands that “grear” is

d and “extraordinary™ is the goul

ce Standards
b team literally cannot exist without agreed-upon high perfor-
gandards, Standards are whar give the group tocus, challenge, and
Point. Time after time, we have scen business groups that are
dname only. Each team member has his own agenda. There is no
mutual accountability or focus.
BN setting the performance standards, the team must reach una-
i the following issues:
85 and purpose of the group — general directions.
ment standards — qualitative numbers thar rell the group
iis.

= specific and time-oriented.

EET

B for o customer-focused work team

b dmplcandclwpnrpocemtuncat,i.e.whuhtbc
and object of the team?

thcbmddhudouslndkcymnhmthutbetcm
Bnmyk:lnmmwclcvelofcmcocvice I

ction. (You should list no more than four to five items in |
l

EXPERT'S INSIGHT #5 v
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3. Dcddcwhummmcntsthctmwﬂlmtodﬂuminc

whether or not it is going in the desired direction and a
key results,

4. Create goals and milestones for the team. These are specific,
measurable, and time-related results which the team is
ted to accomplish.

5. Generate the strategics by which the team will reach its
These should be written in the form of an action plan.
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Development

Qustomer-focused, high performance teams are like individuals.

ged to grow and develop. That makes sense, given that teams are

p of people. Theorists have postulated for vears that there are sev

jor steps in a team’s development. In our work with teams, we
0 found this to be truc.

.: ms pass through phases. A two-year-old is very different from a
sold in cvery arca of development. A team that has been together ‘
pths is different from a team that has been together 16 months. |

B principal stages of development for customer-focused teams are: |

STAGE 1 — Getting to Know You

STAGE 2 — The Dysfunctional Stage

STAGE 3 — Creating and Getting Behind the Game
'BAM STAGE 4 — High Performance

'BAM STAGE 5 — The Times They Are a-Changing

t the characteristic highlights of the five developmental stages.

¥ 1, or the Gerting to Know Yow stage, the magor chavactevistics are.

fHing that this could be fun, combined with some anxiety

it how to do it

B Or less excitement about the concept of team

FIng out who is in charge here
tions: what really are the rules?
i to develop standards

c¢ on the coach/leader

Eh uses a directive approach
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In Stage 2, or the Dysfunctional Stagie, the magor characteritics are:
* Fecling that this is definitely not fun
¢ Leadership and /or members confused
¢ Feeling that “something is definitely wrong here”
¢ Feeling uncertain and incapable
* Performance standards not being met, lots of finger-pointing
e Little agreement among team members regarding standards
¢ Customer focus rhetornic only
¢ Lots of individual agendas

| = Internal strife — political concerns high

e No sense of mutual accountability

o Task-driven

In Stage 3, ov the Getting Belrind the Game stage, the characteristics are:
e Clearer definition of performance standards

e Increasing ownership of performance standards

o Decreasing hostility as the team works out personal differences
e Focus on the customer

e Mutual accountability starting to feel comfortable

e Positive feedback from customers startng to come in

e More honesty among team members

* Failing forward — learning and improving from wnal/error —

recovery rapid
e Enthusiasm and energy levels increasing
e Support for each other evident

e Small wins bring large smiles

In Stage 4, or the High Performance stage, the characteristics are
o Customers consistently overwhelmed by service and product

e Team standards met and moved ourwardly by the team
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flembers fecling good about consistency

h leadership
gpen and honest communication

eetings are cooperative and productive

are recognized by customers as high performance

gmbers fecl decp

concern for one another’s personal growth and success

m outperforms all reasonable expectations

M members are having a lot of fun

5, or the Times They Are A hanging stage, the characteristics are
Jor change occurs: members Joining or leaving, a new coach,
performance standards, etc

|
ifusion

ertainty regarding the implications of change

ental Stage Movement

$ will most often get stuck in Stage 2. Setting and artaining

jance standards are crirical Steps in mov

.

INE & team o stage 3

Be 2, team members must find a way

with tcam goals, which must ke pre
B Stage 3 the team

o mtegrate their person-
cedence

starts to take on a life of its own and begins to

gRressively in the direcrion of its performance standards and goals

g tEams come into their own in Stage 4, they have the capability

is where high performance is
relentless in providing supen.
and anticipates the changing needs of its customers,
indispensable to jrs customers. This is a w

€ intense customer loyalty. Stage 4

& When your organization becomes

1

in-win stage of devel-
| . =
because customer focus yields high perfarmance, which, in tum,

8 increascd carnings, which,
reh plders

5

m turn, directly benefirs employees

S occur at any time during the development of the team

triggered by any change that significantly alters the team
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|

Examples include gaining or losing a member, altering performance

dards, or the arrival of a new coach. A major change in the inte

external environment, such as a new product or service, new cust

or a change in rules and regulations will similarly alter the t
pn)grc“
It is important to understand that each stage s a stepping-st

the process leading to high performance. No stage is undesirable an
must be passed through.

1. What stage is your team in and why? What is your evidence?

2. ‘Vlutmyougoingtodotogﬂittothcnmmgc.’ Please
the steps.

b.
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nee, Customer-Focused Teams:
» Remember
mbers must want to make the team successful. Members must

geommon basic respect and regard for one another. Members need

8 each other; they just have to be willing to try o work out prob-
fither victims nor enemies fit in customer-focused teams

onflict is to be expected. Because standards are high, members
gt on how to achieve them. Dialogue and discussion are useful in
g things forward. Team members should not lose sight of the |
goal: to serve the customer in an extraordinary fashion |
gperiment! Customer service strategies need to be planned; how-

g flexible and try new ideas thar will make your organization indis- .
Be to the customers it serves 1
sustomer-focused, high performing teams are intensely engaged in
prk. Tcam members love the game of service and look forward o ;

g on the customer.

ng scorecard to build your customer-focused teams.

of 1-5 (low 1o high), how would your team rank? ( Rate each
gy as a whole. )

Members committed to common purpose, performance goals
Goals are specific and relevant to purpose

Strategies for achieving goals arc clear.

Members are clear on their roles.

87 -
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Approach
Members use their skills ro complement one another,

Leadership is shared.

Constructive conflict is taking place

1]

Vanous ideas are explored

Output is high
Quality 15 excellent.

Decision making is effective.

i

Customer’s expectations have been exceeded.
Interpersonal
Members feel good about the team

Members are charged and motivated

Members feel pride and confidence

Commitment and trust exist between members

Customer Service
Customers are kept informed on task progress

Customer service strategy in place and operating

Relationship with customer being developed

Customer is overwhelmed with service

How did you do? What would you need to do to raise vour
by one point? Use the Team Audit to pinpoint exactly what you

need to do to improve your score

TEAM AUDIT

Think about each of these six basic elements when vou assess your rea

1. Are you small enough in number?
4. Can you convene casily and frequently?
b. Can you communicate with all members easily and frequently?
¢. Are your discussions open and interactive for all members?
d. Does cach member understand the others” roles and skills?
¢. Do you need more people to achicve your ends?

I Are sub-teams possible or necessary?
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2 have adequate levels of complementary skills and skill

in all three categories necessary for team performance
echnical, problem-solving/decision-making, and

all three categories of skills cither actually or potentially repre
mted across the membership ?

joes cach member have the potential in all three categornies 1o

nee his or her sklls to the level required by the team’s purpose
ad goals’?

any skill arcas that arc crincal to team performance missing or
r-represented?

-
o)
<
-
-
s

g the members, individually and collectively, willing to spend the
to help themselves and others learn and develop skills?

A you introduce new or supplemental skills as needed?

have a broader, meaningful purpose to which all
aspire?

B8 it constitute a broader, deeper aspiration than just short-term

£ 3 team purpose as opposed to a broader organizational pur
or just onc individual’s purposc (c.g., the lcader's)?

pall members understand and articulate it the same way? Do
do so without relying on ambiguous abstractions? i

members define it vigorously in discussions with outsiders?
B members frequently refer to it and explore its implications?

3 members feel it is important, if not exciting?

dual’s goals (c.g., the leader's)?

® they clear, simple, and measurable? If not measurable, can their
ement be determined?

£ they realistic as well as ambitious? Do they allow small wins
pg the way?
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d. Do they call for a concrete set of team work-products?
c. Is their relative importance and priority clear to all members?

f. Do all members agree with the goals, their relative importan
and the way in which their achievement will be measured?

£. Do all members articulate the goals the same way?

5. Is your working approach clearly understood and
agreed upon?

% a. Is the approach concrete, clear, and really understood and a

to by everybody? Will it result in achievement of the objecti

b. Will it capitalize on and enhance the skills of all members? 1s §
consistent with other demands on the members?

¢. Does it require all members to contribute equivalent amounts)
real work?

d. Does it provide for open interaction, fact-based problem sol
| and results-based evaluanon?

¢. Do all members articulare the approach the same way?
f. Does it provide for modification and improvement over time?

g- Are fresh input and perspectives systematically sought and
for example, through information and analysis, new members,
senior sponsors?

6. Do you hold yourselves individually and mutually acco
for the group’s results?

a. Are you individually and jointly accountable for the team’s p
pose, goals, approach, and work-products?

b. Can you and do you measure progress against specific goals?
¢. Do all members feel responsible for all measures?

d. Are the members clear on what they are individually responsib
for and what they arc jomntly responsible for?

¢. Is there a sense thar “only the team can fal™

| Answers to the preceding questions can estabhish the de

which vour group functions as 3 real team. By focusing cffo

improving weak areas, your team will reach its porential . (From®

Wisdom of Teams by Jon Katzenbach & Douglas Smith.)
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» what arc the next steps that you are prepared to take in

omer-focused high performance work teams?

.

ho
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WHO ARE YOUR REAL CUSTOMERS?

CONCLUSION

Business is a complicated matter, and customer-focused ¢

not the whole story. We know that teams are not called for in
instance. They are useful when serving the customer requires a
interdependence within the company. We do believe thar te
employees focused on the customer are a key 1o customer service
1990s. We also believe that if you use the information in this chap
will actively promote the formation, implementation, and success ,

tomer-focused teams in your workplace. @
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Who Are Your




How’re We Doing?

ke Lecgin Leather Produces, Gramite Rock
l 400, of Wannonville, Calif

Darters in basi
goods. There's nothing high tech abour this 100
year-old Ly owned company witl opCTations in
4 dozen locations between San Francisco and

Monterey. The o pany quames gramw and pror

disces concrete, asphale, sand, and gravel It dlso
buys and resells such materials as brick_ cinder
Dlock, and drywall, as well a8 masonry tools. Witl
1990 wiles of S90 million, it is one of the smaller
onstruchon materah companies around. Bur i
an indastry |.'.|Lh'! AIracnng a Meady stream ol
umernavonal vimrors mrerested 1y leaming maore
about witat it does

Granite Rock's Gune is based Largely o its rep
utatian as the high-end producer in an mdustry that
all bur defines the term commuopdiry business
Lamstrucnon marerals compames habwtually com
pere on prce. Customens are conditioned to acize
the Jow ed, asstimming wrongh thiat if your've
wen one load of stone, you've seen them al B
Granite Rock bas always opred to tam our hagh
quality rock and back 1t up with hugh-quality cus
amer serviee. Uln average, Grante Rock customen
pay up to O8 e than they would be charged In
the competition. *Our competitoes tend 1o see price
2 the nmunt wedge ™ savs Wes Clark, division pener
&l manager of the cOmpany 4
three northern concrere plants
“We are not Jow pnce. but we
are high value.™

Charging s premium and
touting (tself a8 providing the
best value in 2 commesdity - based
DIEsINcs "1”" A OIS Durder
on Graniee Rock [f must work

Bard 1o prove o Customerns that

Granite Rock Co. s

from customers,

and what’s done with

s produces and servioes are worth the estrs cost — ‘
which means making sure that cmplovess stnive 10
peemade the Kind of vahee costomens are willing o
pay for. How can the company sccomplish’ this
Fst, ot mose understand cleatly tom A Cumtoners
detine quality and service. Second. [t mst rewulacly
MONLOr Customens opunons abount Granite Rocks
pertormance eelative 1o thsat of i COMPCTIton
Third, it must commumicare all this mformation 10
IS Wk horee

Cramite Rock handles the first step of the
process in the traditional manner Every three of
four vears, cach division conducts an estensive e
vey of ity customers, probing ther wants and neods
as they relate o cach of the company’s product
ines. Among other things, the survey asks cus
oamers 1o rank the most mnportant B3ctom i choos
mg a3 supplier. Clark™s division condicred such 2
wirvey in 1987 Anather b being done this ing
It is in the second and thisd steps that Geamite Rixk
breaks new ground To COMParce i own perfor
mance with ”Zlf M s ‘I'IH‘H‘YIII"\ EYErYY 'our lh‘
COMPany comnducts an opuion strvey that amouns

to an annual report card Bom the costomers All

customerns receive & short survey form on which thes
are aked 1o grade their top three supplicrs (n rerms
of product qualny and castomer service

Lramite Kock then com

ines the long survey Jdata on

custamer priorities with the

annunl rrpur: card shert-survey dats on competitive

performance 10 proxduce graphs
that arc posted on bulletin
boards around the company

e graphs show cmplovees ot

’I”'f'rnd‘—" cach plant how they measiine up

int the eves of thewr customess

|
L

19‘.
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T The Annual Report Card
__Mlﬂat‘-m. /%omw&miod'oﬂphnﬂuﬂuw
Rewsty Mix Concren i forrm lke the one cbove 0 all i cntomen. The specific
[N SUKVEY | questions vary sighfly from phont % plant, sach of which
, ~ r respomiible for o different product, but the format is the
i) 1'\>\ wrme Sorme densions wse color coded sereey form 0
. K\‘x‘,v >7 distinguish between fypes of controtions. [Blee form go
'|
/

% londhcopens. Masom recawe arongs forma, | All the
cornpieted forme are oddressed % the divirional head-
| 1 the rest of the drvwion

>
<
=

The form otks the customer 1o groda ih Yoo three
wipliers — one of which it presumably Gronile
Rock — on thew performance in wrms of product ||
quolity ond customer service Although there cre six

/ grodes i the scole, the company boses ih chorts on

. the totel number of A's and B's o wpplier gets in o
giveri category. "A C is neutral ™ says Wes Clork. "I
they give you a C_ they leel thers's no differencs

' between you and everybody eise If they give you o

&y / D oc an F, they are jinl punishing you ™ Bul A"y and

; / ’ B's amount o firly unilorm positive voles he reo-

wom. A is lor o jobs well done B is o similor response
from o tougher groder

13 / / The Customer Service Graph

f Each of Gronite Rock's 12 operahions generates
about six of hese grophs o yeor, one for soch
compatitor. The idec it 1o thow employses how the
operation sacks up agomyt the compatitor on the
mattens of greutes) importonce ¥ the comomen
Triongles indicote Gronie Rack's performance rot-
ing — that i, ity tosod of A's and B's on the ittue m
question — ploted agairs! the degres of impor
fance customen howe asigned that parteular
ok Clrclen dasignoie the periormancs ol the
competilor on the ixues.

e—— e
—




WHO ARE YOUR REAL CUSTOMERSH

L

"_2 / GOOD FORMS

The Importance Axis
Mw'lwmdmnwftmhumm%m&yhdwm One
sction of the survey o1ks customen o ronk the most importont foctors in choosing o sepplier Gronite
Rock concluded that those fockons were. in descanding arder of wmportance oxr-hire dalivery, product
quality, scheduling (cbility 1o deliver procien on thort netice). proliem resslution, price, crecht Serms.
ond personnel’s selling shills

It come o litfle surprise that custormens put on-time delivery of the top of the kst Gronite Bock's typi-
deuilaw-dmmecwdepbmmmng
many supolien. A delay in one siep of the project con theow the whale scheduls off What was o wr
prse — and @ plecsant oe — wen the relofive unimpertones of price ¥ affirrred the company s swer
ogy of emphotming auality and covomer service.

WNWWﬁOmﬁ'bMO'Manmwhhqmmb
probe for shifh in the morket "We do this every thres or four yeors, o i ther's & signidicont market
chonge,” soys Clark. “We're in & recession row Dees thot meon customers ore
swddenly going 1o be more price sensitived”

v)
v

|| The Performance Axis

The results of the opmion wrvey — the onnuol
|| report cord — are plotted along the groph's
horizontel axs The grades on the aus e
deserrmed by adkding up e number of Avand ||
£'s that the Geanise Bock aperation or it com-
petitor hon recerved from cusiomens in ary green
comgory, An As indicotes ol Ay ond 85, on F
means none. In additon, Gromte Rock walculom
the group norm, thot s, the overoge number of A's
and B's received by comparwes mantoned in o por
Mﬂhmm“‘pdduxh
Gronie Rock aperoficn 13 % outperoom fhe
Frovp average (hat i, garner more A's ond
6% by of leowr 3% Lot bor instance.

Q':’m roted Gronie :::" Son Jow ton' The Competition
frme delivery, 65% batter for quality, and 76%

beter for schachding

Granite Rock

The Lessons of the Graph

Gronite Rock plocet greates emphasis on the disonce
between ity murkers and thosa of the competior 4
The Quadrants
s quodimh Rock mangle = the upper-right cormer of the graph i soe
The crwote four . which :
pvo-'idoarw:\::‘dobhwh A mrorkee e thing o celebrote caly if it i safely removed from the coms

: R e iad patitor s crcle. “Ne mater how well we s doing,” noes
wrvﬁm%‘:hwwhm;xrw Wes Clark. “if they can't differentam us from o compantas,
h’vm-d'honomdwnhww A "'l;:mbm
marker m the upper-left quodmmt meom the compony bos Mmm“;mmm;'
@ wlnerchality: it has scored relatiesly poorly on one of ot well a1 employses — of the areas in which the compe

the customen priority imwes A Gronite Rock ulnerohs con improve They ahe pom! 10 s ot cught 1 be
nrhwlydqmw';rnmhmawoOr\-{_uu' ” explored 1 ustomer© focan group and seree o ooty for

{poor performance on o mkafesdy unimponiant issou) or solen soft
o "Nice 0 How" (good perdormaonce on same)
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INTRODUCTION

he community bank may well be the institution that coined the
cept of customer service, Yet, over the years, something happened. If
rs showed a lolksy concern and attentivencss toward their depositors and
pETOwers a century ago, any such solicitousness has long since fossilized. And
felichés arc nothing more than distilled truths, then that dreaded certainty we
il secm to feel about inevitably choosing the longest bank teller line says
gountains about the depths to which customer service in the banking industry
sunk today. So it is reassuring to find a county bank among the companies
have sclected 1o showcase for excellence in customer service

Thar most sacrosanct of banking traditions — banker’s hours — has

=
-

moditied ar Phelps County Bank, an carly indication that this is no ordi
bank. PCH. as it is known, opens at five minutes before 9 a.m. and closes
minutes past 3 p.m. Not an oncrous burden for employees, this small
has enormous psychological impact on customers. What's more, PCB has
of the stuffiness of ordinary banks, thanks largely to its CEQ, Emma Lou
L. PCB may appear warm and fuzzy, but it's as professional and conserva
other well-run banks. It is simply no slave 1o convention
Brent's secret is her ability to enthuse her cmployees with a commitment
er “more than customers expect™ of a bank. She has instilled in employ-
sense of customer service excellence that has become routine. And she
justained that fervor by reinforcing the bank’s customer service creed cach
cvery day
At Phelps County Bank, Brent has carned the trust of her employees by
g them. She has delighted and empowered employees. She lets employ:
mistakes. Moreover, she has rewarded them by giving them owner-
pstakes in the bank. Employees of PCB carry business cards that do not

Pheir titles but, rather, identify them as employee-owners of the bank.
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Linda Miller (sce p. 123), of Development Dimensions International,
belicves that quality customer service depends to a great degree on establishing
the kind of trust that Brent has developed at PCB. Miller poses tough ques-
tions here for business people willing to undergo sclf-scrutiny,

What Margo Chevers (sce p- 117) emphasizes about Brent’s success ar
PCB is her uncanny ability ro get everyone moving in the same direction.
Through ESOPs, fraining, empowerment, employee mvolvement in creating a
creed and setting goals, Brent has created a well-oiled machine thar consistent-

ly delivers a level of service that exceeds customer expectations




Turning Employees
Into Problem Solvers

Phelps County Bank’s prices are hiah,
sts product line is not the most extensive, and yet st
dominates its marker. The secret? Turning each
employee into a problem solver for customers — and

into a keen observer of the bottom line.

arc where one of the most precious of personal possessions
(from hand to hand. In such institutions, trust is critical. And cus-
service 1s cntical in building that trust

t somewhere along the line, banks began to offer more lip ser-
customer scrvice. Somewhere along the line, banks began to
customers lor granted. There was probably some truth to that
Phelps County Bank of Rolla, Mo. before Emma Lou Brent came
scene. But if Phelps ever took its customers for granted, it docs so

- Today, it"s just about the friendlicst, most service-oriented |
could imagine. And if there is any question about the value of |
service, consider what taking care of customers has donce for
County Bank. Since Emma Lou Brent took the helm ar PCB., as
n, her brand of customer service has broughr the little bank
growth and prosperity. Indeed, PCB's two chicf competitors,
jated with big bank holding companies and bearing those hold.
panics” well-known names, have dropped 10 number two and
three in town while PCB has raken over as top banana.

they say, there's a lesson here. Maybe a lot of lessons, because it

CASE STUDY
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MOTIVATING EMPLOYEES TO SERVE CUSTOMERS

turns out that PCB chief executive Emma Lou Brent had to build a
ferent kind of company before her bank was capable of delivering ¢

level of service that has made it so successful

Pure Middle America

Rolla, Mo, sits in the foothills of the Ozarks, a two-hour de#
from St. Louis southwest along Interstare 44. It's a modest-size commt
nity, pure middle America, set apart from a thousand similar towns
by its lovely surroundings and a University of Missouri campus. Its
omy 1sn’t cxactly booming, but neither is it depressed. There's a |
farming. The university generates some business, as does 3 modest s
of tounsts and retirees. The bank’s market area — including Rolla,
neighboring town of St. James, and the surrounding countryside —
home to some 35,000, PCB's main office sits on the comer of Eigh
and Pine streets, downtown. The building was once a hotel, though §
the time the bank was founded, in 1963, it had degenerated into a flg
house. Today it has been reborn, with plush carpets and dark w
pancling, as befits a thriving financial institution. Thirty-six of PCB%s §
employces work here. The rest staff three other facilities: a branch in'S
James, a dnive-in bank on the outskirts of Rolla, and a uny office on g
University campus

The service on which the bank stakes both its reputation and its bottes
line makes itself felt in a dozen different ways, routine and not o routi

The lobby opens five minutes before 9 a.m. and closes five min
after 3 p.m, — there are no disgruntled customers peering in and |
angrily at their watches. If people knock on the door after closing, €

tomer-service reps have been trained to invite them into a secure

tomers’ complaints on the spot. Mr. Jones 1s upser because he lost t
his checkbook balance and now doesn'’t want 1o pay the overdraft ¢
A rep like Patt Douglas might refund the amount if she thinks it w
honest mistake. Or she might propose splitting it with him

At the windows, tellers learn basics that escape tellers at most of

banks, such as: When you hear the door open, look up. If you see
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ody looking around, lost, offer help. Acknowledge customers. Let them
you know they're there. Tellers, too, can resolve many customer

mplaints — unless there’s a line, in which case they refer them o a

fomer-service rep. PCB’s customer-service creed, displayed on cascls
the lobbies and the loan department, reminds tellers (and evervone
) of their commitments. No keeping customers waiting while vou fin-
: wk. No using “the computer™ or “policy™ as a reason for not

_’ 4§ somcthing, |

Calls

In the loan department, lending officers typically sit down with x
pective borrowers for most of an hour, just to get to know them,
even beginning on the loan application. The bank’s newspaper ads
¥ lending officers’ home phone numbers, as do the officers’ business

Customers arc encouraged to call nights or weekends on urgent |

Housc calls of that sort go in both directions. One day recently,

iy

' . Mucller ar the St James branch reported closing a $150,000

in the evening, at the customers’ home. *They both work, and
have three children,™ explains Mueller matter-of-factly. “So it's a
micnce for them.™

ice is partly 3 matrer of systems, and PCB monitors its service
g surveys to new borrowers (after three months) and customers

g new accounts (after six), The surveys alert the bank to bottle-

*Would you say that the waiting time, if any, at the bank is accept-
and to unmet customer needs (an automared teller machine at
Aive-in facility). Service is also a matter of innovation, and PCB
iyees are forever coming up with new ideas. Patri Douglas, the cus-
service rep, has developed a detailed proposal for a program aimed
Bors. Peggy Laun, an assistant in the loan department, has been
gating the possibility of offering electronic tax filing.

But scrvice is also a matter of day-in-and-day-out culture, of peo-
png out of their way to be helpful. Managers know that and make it |
to reinforce behavior that reflects the culture. “Remember when

racked down that guy's Veterans' Administration check that
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hadn't come in yer?” asks Bonita Prock, senior vice-president in ¢
operations, as she and three other managers sit around reminiscing. 5
called around and got everything straightened out for him. She
called the telephone company because they were going to cut him
And Patti helped a customer who had been duped by somebody
phone. Before she was done she had talked to the Better Business B4
in California and gotten those people their money.™

Last spring the bank sponsored a promotion dubbed the “¥
We Can Can-can,” with graphics complete with caricatures of
doing the cancan, and advertised it all over Rolla. Tell us a
employees who went out of their way to help you, the bank
tomers. Each month, we'll pick one. The winners — custo

employee — will each get dinner for two

Dinner on the Bank

Ar most banks, such a request would be a joke. When PCB
literally hundreds of responses poured in. A flower-shop owner,
cash to pay for the repair of a crincal piece of cooling equipmenty
the bank while the angry repairman waired; Jody Sanders, a CB
officer, hand-delivered a small loan to cover the expense. At churck
Sunday, an apparel retailer mentioned to Alice Malone, a custome
vice rep, that she was having trouble with her credit-card i
“When | got to the bank Monday, there was a new imprinter
me.” the retailer reported. A professor at the university got his
approved by PCB before he had even moved to Rolla. Later, he
the bank went to bat for him against an insurance company that hat
celed his policy but tried to get its automatic monthly payment

PCR builds its very mission around that kind of service — “Al
give customers more than they expect,” preaches CEO Brent
spares no expense in the pursuit of ir. But the business logic is
able because service is the one essential ingredient of PCB’s pro
The bank’s prices arc high. [ts interest rate on residential mortgage
example, may be as much as a full percentage point above the com

tion's. And its product linc isn't the most extensive in town (C



ks offer items such as mutual funds. ) So top-quality service is the only
¥ PCB can keep customers coming in the door
As for how you build a company capable of delivering that level of

e — well, that’s something it took Emma Lou Brent several years

Brent, known to all as Emmy, was born in 1938 on an Arkansas
farm. College wasn't in the cards. She married 3 man who became

school chemistry teacher; they had two children. As the kids

ing that would allow her time for Scouts and other after-school
« Phelps County Bank hired her as a part-time relief teller. Soon
§ filling in for a varicty of employees, staying after work when nec-
learning on the job during the day, studying banking manuals at
it When her children reached junior high she went full-time. taking
e responsibility cvery year. In 1976 the principal owner, Don

, , asked her 1o become executive vice-president. Six vears later
] :<' hCl’ (:E()

Sclf-Taught, and Gutsy

Maybe because of that up-from-the-bottom history, Brent is an
I, almost paradoxical, figure. On the one hand, she exhibits confi-
rdering on fearlessness, leading her employees to regard her
mething close to awe. “She's an aggressive, self-taught, gursy
4" says one, “and she has led this bank to success.” On the other
has a healthy respect for what she doesn't know. She’ll tell you
she forgot to pay the bank's tax bill, just because she assumed
the same day as individual taxes. She remembers learning to
| get back to you,” when the Federal Reserve called with a ques-
& Couldn’t answer. She felt she'd never succeed unless she attract-
£t people to work with her

i the carly 19805, of course, running a small bank was 3 daunting
prospect for anyone. “I kept hearing that community banks were
g to be a thing of the future,” Brent recalls, the clipped syllables and
g of her speech reflecting her roats in the region. “By the year 1995

CASE STUDY PHELPS COUNTY BANK v
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> HOT TIP
Some people, it seams,
you just con’t please.
But Nei Cannon will

or 2000, people said, we'd have a banking system like the Canadi
seven or cight large banks. Banks in places like Rolls would be franchi
She doesn’t add, rhough she might have, thar a version of that pred
came true for Rolla’s two other commercial banks. Both changed |
ing the decade. Both now carry the names of huge statewide bank
companies, Boatmen's and Mercantile

Characteristically, Brent had a plan, *1 visualized what | tho
the community bank of the future would need to look like. It
need to have a whole staff of knowledgeable, intelligent bankers to W
with people ™ Banking wasn't just taking money and making loans
banks could do thar well enough, It was helping people manage
lives, their asscts, their businesses. It was providing hands-on pes
scrvice, the kind that would ler a customer speak proudly of
banker.™ Granted, that would be a tall order The bank would
artract, keep, and motivate first-rate, customer-oriented peop
somechow build up that culture of service. A second tall order:
money with the plan. Good people don't come cheap. Personal serw
costly because it's time-consuming. The bank’s prices could be &
higher than the competition’s — but in Rolla, Mo, they couldn
whole lot higher. To make money with its costly approach, PCB

have to operate with unparalleled bortom-line efficiency

Spring Clcaning

Brent began with some straightforward moves, the stuff of
banking and good management. She cleaned up the loan portfoliog
ing some losses and tightening up on delinquency. She revamped leng
procedures, emphasizing the ability to repay a loan more than the -
eral behind it. (“It never did make sense to me to lend $50,00006
$200,000 farm if the customer couldn’t pay back the $50,000.7)
go a couple of people who didn't share her outlook; she hired
who did. She continually updated the bank's computer system. 8
Brent brought in new lending personnel, including Bill Marshall, 8
helped clean up the loan portfolio

But she also ook three less conventional steps, not so



because she had a grand strategy in mind as because they seemed, intu-
itively, like good ideas. As it turned out, they were the seeds of a compa-
ny that could realize her vision

CASE STUDY PHELPS COUNTY BANK v

* While looking for some sort of profit-sharing or retirement plan —
“to let people know their work was appreciated,” she says, and to
encourage them to stay with PCB — she heard about employee
stock ownership plans, or ESOPs. An ESOP was an appealing
device: It could provide employees with a retirement benefit, and it

could give Castleman, who owned most of the stock, some liquidi-

ty. Brent established a small plan, and the plan bought a little
stock. Over time she began to see other possibilities in the ESOP,

Maybe ownership would give employees a reason tor taking that

extra step with customers. And in an industry in which companies
were changing hands regularly, employee ownership offered a
degree of job sccurity that would surcly attract the best people.
Bit by bit, the ESOP began buying Castleman out (although he

remains chairman ),

Figuning her employees would need traiming if they were 1o be
“knowledgeable, intelligent bankers,” Brent arranged for the
Amcrican Institute of Banking to offer them classes in banking
principles. She knew some employees had good ideas but were
struggling to cxpress them, so she brought in Dale Carnegie
instructors to help them communicate. She set up seminars in sales |
techniques and in problem solving. To make sure everyone was |
familiar with the services PCB offered, she designed a yearlong in- |
house training program, in which each department prepared a ses- |
sion for the others. The program culminated in a mock Jeopardy
- game with six employee teams competing and an electric score:

board tallying the answers

Remembenng her own days ax a teller — and her frustration when

management ignored her ideas — Brent began involving the

- 107 -
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bank's employees in decisions. At first it was mostly informal. But
in 1987, when she mapped out PCB’s first formal goal-setting
meeting, she invited not just managers or the board but the whole

1.

staff. (“1 said. ‘You've gotra be kidding!"™ recalls an employee wha
had recently joined PCB from another bank. “At the other place,
the exccutives would ger their computers and leave. Then they'd
come back and say, “This is our plan.”™) The goal-serting mectings
became regular annual events. Meanwhile, Brent created an ideas
program she called the ESOP Challenge Employees with ideas for
improvements of any sort — new products, process improveme:
whatever — could write them up and present them to top m
ment. The best idea each month would win its author $100. The

best of the year brought a trip for two worth $1,500

By 1991 — nine years after she took over as CEO — those
were taking root, and Brent figured it was time to take notice of
“new” PCB. So that fall the bank threw itself a banquet dubbed the O
Sertlers Dinner. The managers put on a skit — Brent played Tha
Jefferson, others played Ben Franklin and John Adams — celebm
PCRB’s independence and declaring war on “*megabank™ competiton
The upstart’s weapon: its commitment to service. The revolutio
unveiled 2 “customer-service creed” drafted carlier by a committee
employees and hand-lettered on parchment-like paper. Everyone signe
it. “Each of us has the authority and the responsibility to do what we
necessary to solve a customer’s problem,” read one of the docu
many declarations. “We are owners of our bank, and customers expel
owners to solve problems.”

It was a symbolic statement, of coursc. But there was a di
reality behind it. Gradually, almost without anyone's realizing the exte

of the change, PCB was becoming an unusual kind of company.

with her vision of a service-oriented business
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gz the ESOP Count

Where ownership was concerned, Brent’s problem was making it real
bt just words on paper but something that employees felt and acted on
ands of companies have ESOPs, after all, thanks in part to the tax
aks the plans offer. Bur a retirement plan with a few shares of stock
Bn't magically transform employees into owners, and it doesn't keep
m on the payroll when another company offers $50 more a week. For
BNt's strategy to work, people had to stay at PCB, building up relation-
b with customers, And they had to care abour the level of service the
k offered those customers.
Fora while, PCB’s ESOP fcll into the who-cares category. “The atti-
i€ was, it's just a picce of paper and it doesn’t mean anything, ™ says oper-
senior vice president Prock. Even Brent got tired of trying to persuade
staff members thar they were really part owners of the bank. “There was
brt period of time when 1 just let it die,” she admits. “It was too hard to
people.”
What overcame everyone's skepticism was — no surprisc — money.

g Out the Bank

An ESOP is actually a trust, legally scparate from the bank itself.
B’ ESOP, 4 so-called leveraged plan, works like this: The ESOP borrows
ey to buy stock from Castleman. PCB contributes so much to the
OP each year, and the ESOP pays down its debt. As it does 50, it allocates
res to individuals’ accounts.

One way to make this one-step-removed ownership seem real, Brent
d read, was to contribute sizable amounts to the ESOP, thus hurrying
ng the process of debt reduction and stock allocation. In 1986 the bank
tributed $50,000 to the ESOP. By 1989, however, the yearly contribu-
BN was up to $250,000, and in the past couple of years it has been higher
Soon big numbers were appearing on individual employee’s statements.
a couple of long-timers retired, taking their cash with them, the skep-
ks watched in amazement.