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Foreword

We are all conditioned by experience.

We know it from the works of Darwin, Pavlov, Skinner and a whole host more. It is even woven into the fabric of our everyday speech:

You’ll learn from (and with) experience!

Experience has taught me. …

The experience I gained has enabled me to. …


Not only is experience the basis for our survival, it is also our springboard for growth.

Yet why then, if we know this at the personal level, do businesses find it so difficult to incorporate this concept into the way they function?

Why do organisations still focus on customer satisfaction? It is, after all the lowest acceptable level of service and no indicator of future customer trends.

Why do they perform the same old surveys? Many of which are not acted upon and even fewer reward the customer with direct feedback or even thanks.

And why is the concept of customer service normally only discussed with a relatively small proportion of the company?

Leading organisations are working differently. They have learned and understood some basic concepts and then diligently and passionately executed against them with enthusiastic support from their employees.

So, what are some of the basics? First, they know that the primary differentiator in today’s marketplace is the customer experience and neither the product (regardless of whether it is an airline seat, a current account or a visit to the vet) and nor, indeed, the price. And, by the way, I am referring to the total experience, not just the experience at the point of sale or initial contact.

Secondly, they know that to enhance the customer experience they need to have happy, positive, motivated and passionate employees who are knowledgeable and empathetic.

Thirdly, they know that customers do not stop spending money but in the absence of service excellence,they might just stop spending it with them.

Against this backdrop they know they need to focus on two key attributes, namely customer loyalty and customer advocacy, and they centre all of their activities on strengthening these areas. They know that loyal customers will return time after time and continue to invest in their business, and they know that their advocates will become their ultimate marketing weapon: telling others the good news.

So how do they go about this? What sets them apart?

First, they have a vision, something that both employees and customers can relate to and understand. It is not a complex statement of values or metrics, but it does need to portray a message and promote an emotional response. It can be as simple as ‘To create customer experiences which inspire recommendation.’ This does not talk about being the biggest or the best. It does not even say how to achieve the goal, but everyone understands the goal and their obligation to perform against it.

Leading organisations are also good listening organisations. They are in touch not only with their current customers but also their potential customers. Many create, in one form or other, ‘The voice of the customer.’ They create listening posts that help them understand the competitive marketplace and guide their future actions.

They understand the necessity and benefit of end-to-end involvement and participation within their organisation. They understand that good ideas can, and do, come from anywhere, not just senior management.

They understand great leadership is about identifying goals, explaining why they are important and helping others understand how to achieve them. It is about employee participation, motivation and involvement, not command and control. It is also about openness and creativity not restrictions and limitations.

Excellent organisations also understand that principles are more powerful than policies and, therefore, arm their employees with a few guiding principles which can assist the employee in any difficult situation. Again, keeping it simple is better: ‘Make a promise keep a promise’ or ‘Do the right thing.’ These articulations of principles are simple, effective and consistently promote the right kind of behaviours that enhance the customer experience.

Based upon hundreds of examples of best practice in the area of customer interaction, this book can guide you and your organisation on how to listen more attentively; create a vision for the future; involve and motivate your employees; measure your success, and, hopefully, drive you to market leadership.

Read, learn, apply and enjoy.

Brian H. Hadfield

Managing Director Unisys
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Introduction

Service excellence has grown in importance in recent years for a number of significant reasons. First, customers have become increasingly demanding in their service requirements. They experience excellent service at the supermarket and therefore see no reason why they should not get the same from their bank. They know what they want and will often go to great lengths to achieve it. Customers are also much more sophisticated and understand their consumer rights in ways that were not dreamt of in previous generations. Today there is a steady stream of consumer programmes and newspaper and magazine editorial advising them of their rights and how they should go about securing them. This has given rise to more confident consumers, who are not afraid to challenge companies when they receive poor service. Television programmes such as the BBC’s Watchdog and consumer magazines like Which? have undoubtedly contributed to this better educated consumer society. For companies, this means having to respond to customer demands in ways that impact on their whole business, not just on customer facing personnel.

Secondly, more and more markets are becoming ‘commodity’ markets. One could argue that one washing machine is much like another and one bank is much like another, as customers perceive few technical differences between competing offerings. Thus, the need to create differential advantage through added value has become vitally important and service excellence is a significant source of that added value. Thirdly, companies are beginning to realise that increases in customer satisfaction and customer retention can have a significant impact on company profitability and corporate success. They are keen to understand what drives service excellence and to know how they can develop a culture and climate that fosters a customer-centric approach to business. Successful companies understand that employee satisfaction and employee behaviour play a pivotal role in determining the level of service quality that is experienced by customers, and hence their level of satisfaction and willingness to remain with the company or to defect.

Despite the fact that service excellence provides companies with such obvious advantages as a capability to meet customer needs, sustainable competitive advantage and improvements in company profitability, it is surprising that service excellence activities generally do not meet customers’ expectations or even boardroom aspirations. In many companies the customer has become a nuisance whose unpredictable activities upset standardised business routines. In such companies, customer care practices are usually reactive ‘fire fighting’ activities. Customer service is often nothing more than complaints handling rather than relationship building, and such organisations are not proactive in developing customer care initiatives that are centred on the customer.

This assumes, of course that customers complain in the first place. Studies show that most dissatisfied customers do not complain to the company when they receive poor service and that 90 per cent will not return in future. So what do customers do instead? They tell each other about their poor service experiences. The power of word of mouth marketing is extraordinary when it comes to service excellence. Basically, on average, customers on the receiving end of poor service will tell ten people about their bad experiences while those who receive great service will, on average, tell only three people. This means that many companies face an uphill struggle in trying to achieve a reputation for service excellence. If companies get the service wrong, everyone will know about it, but if they get it right only three people will hear the news. Of course, with the advent of the Internet, companies have to be even more careful about their service standards to avoid finding themselves the subject of a terrorist web site. Whether you are a car company or a fast food chain, discovering that you have become the focus of your customers’ anger and aggression to the extent that they have taken the time and trouble to post their stories on a purpose built terrorist web site, can harness the attention of many a company executive.



What Do We Mean by Service Excellence?

For the purposes of this book, service excellence is concerned with an integrated approach to business in which the organisation places the customer at the centre of everything it does. It is about exceeding customer expectations and not just meeting them, and in so doing enabling companies to develop and maintain long-term mutually trusting and profitable relationship with customers. The key words here are ‘mutually trusting and profitable’. All customers recognise that companies need to profit from the relationship but they also feel that they themselves should profit as well, in terms of value added services, customer responsiveness and so on. Customers are also increasingly keen to do business with companies that they trust and who they feel will have their interests at heart. A good example of this is the Nationwide Building Society, featured in this book and overall winners of the 2002 Unisys/Management Today Service Excellence Awards. They have now publicly stated that they will offer the same competitive rate mortgages to their existing customers as they do to first time buyers, at a time when most of their competitors only focus on giving the good deals to new customers.

The objective, then, of any organisation is to move customers up the ‘staircase of loyalty’ (Figure 1.1). In this way, new customers are turned into regularly purchasing clients, who are then progressively moved through the organisation from being strong supporters of the company and its products and services to being active and vocal advocates, where they can play an important role as a source of referrals. The final stage of relationship development is ‘partner’ where there is a mutually sharing relationship with a supplier. The principal mechanism used for turning prospects into long-term advocates or partners is the provision of service excellence. Of course at any stage on the staircase of loyalty, the relationship with a customer can deteriorate and the customer can become ‘dissatisfied’, or even a ‘terrorist’. A ‘dissatisfied’ customer may not be happy with the product or service, they may even complain to their supplier, but they are likely to be mostly passive in their response to their dissatisfaction. A ‘terrorist’, on the other hand, is outspoken and active. They are  likely to tell as many people as possible about their poor experiences and inflict as much damage as possible on the company in question.

[image: ]Figure 1.1 The staircase of loyalty
In order to become a service excellent organisation, companies need to be clear about the direction and culture of their business, and how successfully their leadership and values create a passion for customers. For it is only with such clarity of vision that truly high performing companies can thrive and grow. Leadership and values are the bedrock of the Service Excellence Awards as they create a foundation in the business that helps to direct all the activities of the business in an integrated and effective way. Figure 1.2 shows a model of the Service Excellence Awards with ‘leadership and values’ providing the glue that cements all the other activities that we associate with service excellence and which are the concern of this book, namely: ‘customer intelligence’, how companies can build an understanding of the needs and expectations of their customers; ‘operational effectiveness’, how companies deliver promises to customers and ‘engaging people’, how well a company inspires the hearts and minds of people up and down the organisation to deliver great  service. At the centre of the model is ‘organisational agility’. This is concerned with how companies anticipate and respond to the changing environment on an organisation wide basis.

[image: ]Figure 1.2 The service excellence model
Each of these activities is discussed in detail in this book but it should be remembered that to become a truly service excellent organisation, companies need to adopt a holistic approach to managing these activities. For example, it is no good being superb at customer intelligence if staff are not interested in delivering great service. Likewise, it is no good having great leadership and values if no one understands how to deliver this vision to the customer. This is why being recognised as a service excellence company is so prestigious, because there are no quick fixes, and there are no easy wins. The companies that are discussed in this book have all worked tirelessly and often for some considerable time to achieve their success. Many have entered the awards year on year, measuring their progress as they go. Happy Computers, for example won the ‘Business-to-Business’ Award in 2002, and then went on to win the overall award in 2003. The Happy Computers case study is featured in Chapter 5.



Why a Book on Service Excellence?

The Service Excellence Awards are organised by Unisys in association with Management Today magazine and are supported by a number of partners including Cranfield School of Management. Cranfield is closely associated with the awards and has supported them for the past seven years, providing judges for the various industry categories as well as ongoing feedback on the awards process and questionnaire design. The authors of this book are two of those judges. In our capacity as judges we have seen behind the scenes at some of the best service excellence companies in the UK today. However, just seeing these companies is not enough; we feel that in our role as business school academics we should try to share our insights and experiences with a wider community so that others may learn the secrets of service excellence success.

The inspiration for this book came during the awards ceremony in 2000 as the TNT Director of Quality, Chris Fowkes, was making his acceptance speech, having won the coveted prize of overall winner. He recounted how the previous year he had heard a speech from an organisation that was keen to make quality improvements but could not afford a budget of more than £100 per employee suggestion of staff to do so. Having heard this, Fowkes thought what an excellent idea it was and proceeded to implement the same strategy of high achieving improvements at low cost. While he was retelling this story, rumblings were to be heard on a nearby table, where people were saying ‘that was us, that was us!’ Fowkes went on to say that his inspiration for this excellent idea was also in the room. It was, in fact, Foxdenton School and independent nursery for children with special needs (now called the Kingfisher School) who were public sector finalists in 1999, 2000 and 2001. Fowkes then proceeded to thank the staff at the school for teaching such a large company like TNT a thing or two about service quality and went on to detail how much money such an initiative had saved them (see Chapter 3 for the TNT case study).

With this in mind, we decided that if a company like TNT can learn from a small school like Foxdenton, how many more companies could benefit from other service excellence experiences? So our aims in writing this book are to:


	guide organisations to future success by helping them to understand what the key ingredients of service excellence are;

	help organisations develop in ways they can be proud of and that will provide them with sustainable competitive advantage for the future.



About the Unisys/Management Today Service Excellence Awards

The Service Excellence Awards were established with two main objectives in mind to:


	identify and recognise those organisations operating in the UK that are industry leaders at serving customers;

	help organisations identify their strengths and weaknesses, and provide benchmarks and guidance to help them improve performance.


In the eight years they have been running almost a thousand companies that have benefited from the awards process. For the winners and the shortlisted companies these awards enhance their reputations as proven providers of exemplary levels of service excellence. This public recognition also boosts the morale and pride of the staff working in these companies, giving them well-earned credit for being leaders in their field.

The way the process works is that companies enter the awards by completing a self-assessment questionnaire. There is a reproduction of the contents of the 2003 Unisys/Management Today Service Excellence Awards self-assessment questionnaire in Appendix 1. It is also available online at www.serviceexcellenceawards.com. The questionnaire examines each of the five vectors of service excellence through a series of opinion-based statements, data gathering questions and prompts for evidence of best practice. The five vectors are: customer intelligence, operational effectiveness, engaging people, leadership and values and organisational agility. Once the questionnaires have been submitted they are subjected to a detailed assessment and tailored benchmark reports are prepared for all entrants so that they are able to accurately assess their current performance not only against companies within their sector, but against companies across all sectors. Figures 1.3 and 1.4 show an example of the service excellence vector benchmarks that each entry receives.

[image: ]Figure 1.3 Service excellence vector benchmarks – business-to-business entrants[image: ]Figure 1.4 Service excellence vector benchmarks – all entrants
These benchmarks help to identify areas needing attention and bring a fresh perspective to service improvement initiatives. From this analysis a shortlist of companies is then identified. These finalists may then be asked to provide further supporting evidence and they each receive a half-day site visit from a team of judges. While visiting each finalist, the judges seek to validate and explore any of the supporting  evidence presented in their submission. Where possible, these site visits are also supplemented by the judges undertaking some mystery shopping activity. Following these visits, the winners for the award categories and the overall award are then selected from these visits.

The Service Excellence Awards are open to all organisations, large and small. Whether a company is in the public or private sector they can enter in one of the five main award categories:


	Business-to-business services – including logistics and business services.

	Retail and consumer services – includes travel and utilities.

	Financial services – includes banks, building societies, insurance and investment services.

	Manufacturing/engineering – includes construction and process industries.

	Public services – including government, education and not-for-profit organisations.


Awards are made in each category, as well as an award for the best overall organisation. In addition, a Learning Organisation Award is sponsored by Cranfield School of Management, and this is given to the company that has shown the greatest progress towards service excellence, measured by ongoing participation in the awards programme. The awards programme is further endorsed by the ‘Fit for the Future’ campaign, a CBI-led and government-backed campaign to encourage the transfer of best practice.



The Structure of the Book

This book contains seven chapters and is structured around the key vectors of service excellence. Chapter 1, this chapter, provides an overview of service excellence and an introduction to the Service Excellence Awards in terms of what they are and how they work. Chapters 2–6, focus in turn on each of the five vectors of service excellence, namely:


	Customer intelligence: This chapter examines how a company builds an understanding of the needs and expectations of its customers and how this is used to inform strategy making.

	Operational effectiveness: This chapter looks at how organisations deliver their promise to customers. It addresses the effectiveness of service delivery processes and how easy the company is to do business with.

	Engaging people: This chapter explores how well a company inspires the hearts and minds of people up and down the organisation to deliver great service.

	Leadership and values: This chapter assesses the direction and culture of an organisation, and how successfully the values and leadership create a passion for customers.

	Organisational agility: This chapter addresses how well an organisation anticipates and responds to the changing world.


Each chapter is structured around the five key statements that are used in the awards scheme to assess how well companies address each of these issues in their organisations. Table 1.1 shows a list of the 25 ‘best practice’ statements within the self-assessment questionnaire (five per vector) along with the average scores recorded in the 2003 awards by all entrants. These average scores are based on a scale of 1 (low implementation) to 5 (high implementation) for each ‘best practice’ statement.



Table 1.1 ‘Best practice' statements	
Customer intelligence

	
	
We encourage and act on feedback from customers

	
4.55


	
We understand the drivers of customer satisfaction

	
3.78


	
We are recognised as innovators in our market

	
3.99


	
We build long term, profitable relationships in our chosen markets

	
3.83


	
We monitor and track customer retention and repurchase intention

	
3.56


	
Operational excellence

	
	
Customers consider us easy to do business with

	
3.64


	
We enhance business performance through continuous improvement

	
4.09


	
We can deal effectively with customers over multiple channels

	
4.46


	
We deal with service failures effectively

	
4.12


	
We use the web to enhance the customer’s experience

	
2.94


	
Engaging people

	
	
People have the right skills and knowledge to do jobs

	
4.00


	
We regularly monitor employee satisfaction and act on the findings

	
3.26


	
We recognise performance and behaviour of outstanding individuals and teams

	
3.42


	
We empower people to deliver service excellence

	
3.87


	
When recruiting and developing people we focus on attitudes first

	
2.27


	
Leadership and values

	
	
Values are widely understood and practised

	
3.76


	
Leadership reflects the organisation’s values

	
3.81


	
Our processes of management reflect our values

	
4.36


	
Senior managers actively champion customers

	
4.31


	
We invest in developing leadership across the organisation

	
3.71


	
Organisational agility

	
	
Constructive criticism is an essential element of our culture

	
4.14


	
The organisation provides methods, tools and training to enable change

	
3.74


	
We have tools and techniques that facilitate the capture and sharing of knowledge and expertise

	
3.44


	
The organisation monitors and shares information about the changing socio-economic environment

	
3.44


	
Our people respond positively to change

	
4.01




Chapters 2–6 each contains two case studies taken from winners of the Service Excellence Awards over the past 4 years. In choosing the organisations to include in the book we have selected a crosssection from different industry sectors as well as organisations that are particularly good examples of the five vectors of service excellence. Finally, Chapter 7 takes an integrative approach to service excellence and uses the Nationwide Building Society to highlight how this company has achieved success.

A summary of the cases included in the book and the dates, in brackets, that the companies won their awards is shown in Table 1.2. (See page 12.)



Table 1.2 Service Excellence Award winners case studies featured in this book	
Chapter No./ title

	
Business-to-business services

	
Retail and consumer services

	
Financial services

	
Manufacturing/ engineering

	
Public services

	
Small business


	
2 Customer intelligence

	
Rackspace (2003)

	
Woburn Safari Park (2002/2003)

				
	
3 Operational effectiveness

	
TNT Express Services (Business-to-Business winner and overall winner 1997 and 2000)

				
Dental Practice oard (2002)

	
	
4 Engaging people

		
PetCareCo (Consumer Services winner 1997 and 2001 and Small Company winner 1997 and 1998)

		
John Pring & Son (2002)

		
	
5 Leadership and values

	
Cragrats Limited (Business-to-Business winner and overall winner 2001)

					
Happy Computers (Overall and small Business winner 2003 and Business-to- Business winner 2002)


	
6 Organisational agility

				
BAA plcThe Fit Out Team (2001)

	
The Veterans Agency (2001)

	
	
7 Service excellence best practice

			
Nationwide Building (Financial Services 2000, 2002 and overall winner 2002) society
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Introduction

The lifeblood of any organisation is the information it generates about its customers, and the test of organisational longevity is how it then uses this to inform the strategy making process. Organisations today demonstrate a greater willingness than previously to listen to their customers (whoever they may be) and employ a variety of means to achieve this. Many work with traditional research techniques and these may include standard surveys and focus groups. Others, however, go beyond a traditional approach in their search for more innovative ways of learning about their customers’ needs and expectations. The understanding generated through these approaches enables the organisation to get underneath their customers’ skin in ways that provide ever deeper insights into their unarticulated needs, desires and behaviour.

This level of ‘customer intimacy’ is, many would argue, a necessity in the highly competitive marketplace in which the majority of organisations find themselves operating. Most managers would agree with the view that customers have become more demanding and sophisticated. Customers often have quite precise expectations of the products and services they are seeking and have become bolder in making their requirements known. Management theorists describe the customers who populate today’s markets as knowledgeable and active. And as business journalist Alan Mitchell points out in his book, Right Side Up, they are ‘aware of the rules of the game’. For the organisation, these increasing levels of marketing literacy mean that it has to work harder to acquire and, moreover, to retain a customer’s business. The process starts with building effective mechanisms to capture customer feedback and then using it to drive changes to products, services and ways of doing business.

This process forms the first vector of the service excellence model. It is the initial stepping-stone to achieving customer focus that brings with it profit and growth. When a customer ‘does business’ with an organisation, a process of mutual exchange takes place. The customer gains the benefits they want for the costs they are prepared to withstand (and these are not simply price but may include convenience factors, such as how much personal information they have to give up and how far they have to travel to get what they want, etc.). For its part, the organisation has costs to bear relating to the creation and delivery of the product or service, and will be seeking to make a profitable return that may go beyond monetary benefit.

This chapter examines the ways in which organisations build their knowledge and understanding of their customers’ needs and expectations, and how customers perceive the performance of the organisation. This information provides an essential foundation on which the organisation can build its offer to customers and affords an insight into the changes in products and services that customers may be looking for. It helps provide insight into customer motivations to buy and can supply knowledge and understanding of the competitive frame within which the organisation operates. This information can be leveraged through the process of segmentation, which works to portion the market and identify the most profitable sectors (however they may be defined) on which to concentrate the organisation’s resources. This process is essential as it enables the organisation to be confident about the market in which it operates, providing the answer to the simple but strategic question, ‘What business are we in?’



This Chapter

As with the other four chapters directly focusing on the vectors of the service excellence model, this chapter is structured around the five key statements that appear in the self-assessment questionnaire that forms the backbone of the Service Excellence Awards. These are:


	We encourage and act on feedback from customers.

	We understand the drivers of customer satisfaction.

	We are recognised as innovators in our market.

	We build long-term profitable relationships in our chosen markets.

	We monitor and track customer retention and repurchase intention.


The role played by each statement in developing customer service excellence is explained and then demonstrated through case studies of two previous Awards winners: Woburn Safari Park (retail and consumer services) and Rackspace Managed Hosting (business-to-business).


We Encourage and Act on Feedback from Customers

Service Excellence Awards winners strive to take an ‘outside-in’ approach to strategy development, as opposed to an ‘inside-out’ one, and this starts with having in place mechanisms to collect customer feedback that deliver real insight into customer needs and expectations. Although insight is derived from the obvious, it is not the same as fact. It is the capacity to penetrate deep into customer motivations and enables the organisation to define the value customers are seeking from their perspective.

In essence, these organisations seek to develop a dynamic, listening competency. Many do this by employing traditional market research methods, while others make use of more contemporary procedures. Others go further still by utilising a wide portfolio of market sensing techniques, and this palette of options is considered next.



Traditional and Contemporary Market Research

As the staple method of insight generation, market research aims to answer fundamental questions about what makes customers ‘tick’ so that managers can refine existing market practice. Organisations usually seek to answer the ‘who, what, where, when and how’ questions through quantitative research, such as surveys. These routinely involve large numbers of respondents, who may be chosen on a quota basis to create a statistically representative selection of the larger customer population, and can be administered in a variety of ways – through postal questionnaires, online, by telephone or face to face. Regardless of how the data is generated, it is as well to remember that quantitative research essentially deals with averages: it tells managers what the average customer wants. To generate more meaningful insight into customer needs, and to uncover the answers to the ‘why’ question, managers are increasingly turning to a greater use of qualitative approaches.

Qualitative research today is characterised by the use of focus groups, in-depth interviews and mystery-shopper type exercises. These methods involve asking comparatively small samples of respondents questions about what they do and think, and listening to and interpreting the response. The output of this type of research is exploratory, or diagnostic, in nature; respondents are not meant to be representative of the larger population, but are intended to reflect the profile of known or desired customers.

Both of these approaches to market research are based on an assumption that customers can – and are willing to – articulate their thoughts, feelings, beliefs and behaviours. Organisations wanting to make breakthrough developments are rather more concerned with understanding latent, unarticulated customer wants and desires. To meet this demand, researchers have added observation-based methods to their toolbox. These include detailed assessments of customers’ behaviour through ethnographic techniques that essentially watch and record customers in their own environment. The Woburn Safari Park case study at the end of this chapter illustrates an innovative way of achieving this that deeply impressed the judges in the 2003 Awards.



Market Sensing

Service Excellence Awards winners tend to adopt a wider approach to market sensing however. They take advantage of the benefits of customer relationship management (CRM) installations that are able to generate highly detailed analyses of customer behaviour through the capture of customer data at various points of interaction. This reliance on IT systems is then augmented in some organisations through insight gleaned through frontline staff that is then fed back into the system. Making this work consistently requires open channels of communication within the organisation.

A very effective way of monitoring customer satisfaction is to encourage and collect complaints and compliments. Best practice organisations systematically record, review and use these pieces of information to drive changes in products, services and ways of doing business.

While each of the research approaches outlined here offers part of the solution to better customer intelligence, no one technique delivers the absolute answer.
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