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Introduction



ON JULY 8, 2000, J. K. Rowling published the fourth book in her Harry Potter series, Harry Potter and the Goblet of Fire. Like previous installments, it was poised to be a publishing phenomenon, as millions of fans eagerly waited to dive back into the adventures of Harry and his friends as soon as it was released. Scholastic and Bloomsbury, Rowling’s US and UK publishers, were so bullish on the book’s prospects they ordered a combined five-million-copy initial print run and made the unusual decision to publish the book on a Saturday—so that kids could read it over the weekend.


Scholastic and Bloomsbury were not the only companies making big bets on the book. Jeff Bezos, the founder and CEO of Amazon, then a six-year-old struggling online book retailer, also gambled on Pottermania. Bezos decided to discount the book by 40 percent and offer express delivery for the price of regular delivery. He knew how important it was to get the book in readers’ hands on publication day. This decision, however, would cost Amazon hundreds of dollars per order, for a book that was costing consumers under twenty dollars. As you might imagine, not everybody was thrilled about it. Wall Street analysts, already annoyed with the fact that the company had not turned a profit for years, felt that Bezos’s Goblet of Fire action was just another example of wasting money to make customers happy. Even the executive in charge of Amazon’s book business, Lyn Blake, had her doubts: “I was thinking, holy shit, this is a lot of money.” But Bezos was convinced that delighting the customer in such a way would build invaluable customer loyalty. He refused the notion that the relationship with customers was a zero-sum game where if customers win, shareholders lose. In the summer leading up to the release of Goblet of Fire, Bezos said, “That either-or mentality, that if you are doing something good for customers it must be bad for shareholders, is very amateurish.”


From the very beginning, Bezos was convinced that putting customers first was the way to build a successful e-commerce company. His obsession with customers was apparent from his first letter to the Amazon shareholders in 1997, in which he wrote: “We will continue to focus relentlessly on our customers… [rather] than short-term profitability considerations or short-term Wall Street reactions.” He realized that, with the rise of the internet, the time for customer-centricity had come. Digital technologies were creating customers that were better informed about alternatives than ever before, and as a result, customers were becoming more demanding. Switching to a competitor was just a click away, and customers wanted not only great prices but a great customer experience. The digital revolution also allowed companies to collect massive amounts of data about customers in order to, among other things, tailor a sales experience to their individual needs.


Amazon would go on to become one of the most customer-centric organizations in the world. Bezos, one of the richest people on the planet, read customer emails himself until the day he retired from his role as CEO of Amazon. If he saw a customer complaint, he would forward the email to his executives. Those famous forwarded emails had a single character in the text: a question mark. No salutation. No other comments. Certainly no “thank you for dealing with this.” Just a “?” The executive whose team was responsible for fixing the problem understood what the email meant: deal with this problem immediately. That team would then drop everything and work day and night on the problem to fix the customer’s complaint. This customer obsession, the result of Amazon’s philosophy that it must constantly learn from its customers and evolve with their needs, has led to a reputation for unparalleled customer service. In 2016, Bezos wrote in his shareholder letter: “There are many advantages to a customer-centric approach, but here’s the big one: Customers are always beautifully, wonderfully dissatisfied, even when they report being happy and business is great. Even when they don’t yet know it, customers want something better, and your desire to delight customers will drive you to invent on their behalf.”


So Bezos was right on his bet on Goblet of Fire. Lyn Blake had to admit later: “We were able to assess all the good press and heard all these stories from people who were meeting their delivery men at their front doors. And we got these testimonials back from drivers. It was the best day of their lives.” Delighting the customer created a lot of loyalty. And Amazon got great press during the time of the Harry Potter and the Goblet of Fire release. Customer-centricity was and still is at the core of this unparalleled success story—and has inspired many other companies to follow.


The news about Amazon since then has been less positive. While Amazon is still clearly obsessed with pleasing its customers, the company seems to have ignored another important stakeholder: its employees. In 2015, a now famous New York Times investigation into Amazon revealed another side of the company: a grueling work culture that “experiment[s] in how far it can push white-collar workers, redrawing the boundaries of what is acceptable.” Turnover at Amazon is famously higher compared to other tech companies. And a Business Insider analysis from 2021 showed that Amazon was also losing employees it really wanted to keep. The average rate of “regretted” attrition, an internal metric that indicates the proportion of employees Amazon didn’t want to lose, almost doubled to 12.1 percent in 2021 compared to previous years. And while the work culture for its white-collar workers is problematic, the situation is even worse for blue-collar workers, the thousands of people fulfilling and distributing all those Amazon orders. Another New York Times article in 2021 looked at the situation inside Amazon’s warehouses. The stories and descriptions from more than two hundred interviews reveal why Amazon has a staggering 150 percent turnover rate (almost double the industry standard): it has created a culture in which employees are under enormous pressure, constantly monitored by technology to be productive and worried about being laid off for taking a bathroom break that could be seen as unnecessary by an algorithm. An outcry by a worker on an internal feedback board said: “It is very important that area managers understand that associates are more than just numbers. We are human beings. We are not tools used to make their daily/weekly goals and rates.”


The discrepancy between how Amazon cares about customers and how it treats its employees is striking. If you study Bezos’s shareholder letters, you can see the starkly different emphasis placed on each stakeholder: he talked about customers five times more than his employees.


Amazon may be one of the most prominent offenders, but it certainly isn’t alone in focusing on customers above all else. In 2021, after reading about Amazon’s work culture, I became obsessed with how other companies handled this issue. My colleague at Columbia Business School, Nandil Bhatia, and I analyzed earnings calls of around eight hundred publicly traded companies and showed that, on average, these companies talked nearly ten times more often about their customers than their workforce. And when these executives did talk about employees, they used cold, impersonal terms like cost and risk. Customers, meanwhile, were discussed using words like growth and opportunity. Our results are similar to those found in multiple related studies, showing an undeniable trend. Many managers claim that their “people” are their most important assets, but this simply isn’t true. What we do know for certain is that it’s customers and employees that make a company successful. So why are so many companies ignoring this fact?


As the James P. Gorman Professor of Business Strategy at Columbia Business School, each year I teach hundreds of students about business strategy and how companies can create a plan to achieve a sustainable competitive advantage and be profitable. Customers and employees are at least equally important if a company wants to grow and be profitable. In some ways, employees are even more important—especially when it comes to implementing a business strategy. Yet the textbooks do not reflect this. Even they include about three times more mentions of customers than employees! And from 2000 to 2022 the Harvard Business Review had 40 percent more articles about customers than about the workforce, people, or culture. Given that imbalance, it is maybe not so surprising that boards have more members with marketing experience than human resource experience. If I’m being honest, I also have spent more time throughout the whole of my career discussing customers than employees in my strategy classes. Only in the past few years have I shifted to reflect the importance of focusing on employees—in my strategy course and in my new elective and executive education course, “Future of Work.” As the chair of the management division, I saw firsthand that even at my own institution (which I love) we are not putting enough emphasis on the experience and motivation of our staff. There is plenty of emphasis on “customers” (aka students) and on faculty, but not on the people who clean our classrooms, the staff responsible for admissions and student affairs, or the dedicated administrators in divisions and centers ensuring everything runs smoothly.


My own change in thinking reflects a broader societal shift—the realization that the issue of how companies are treating employees can no longer be ignored. Not surprisingly, given the lack of focus on the workforce, employees are dissatisfied and disengaged. More than 67 percent of US employees, and more than 86 percent of employees worldwide, report being unengaged in their jobs over the past fifteen years—according to Gallup. This has been a problem for quite some time, but the COVID pandemic made things worse: people are reassessing what they want, resigning, striking, or calling for unionization in droves (Amazon, Starbucks, screenwriters and actors, and autoworkers are the most recent prominent examples of workers being dissatisfied and getting organized). Many organizations’ efforts to diversify their workforce are stalling, and they are struggling to create a workplace environment where underrepresented minorities (URM) can thrive. In surveys about return-to-office policies, a larger share of URM say that they want to stay at home—presumably because their current workplaces are not welcoming or supportive of them.


There are four distinct forces that have been pushing businesses toward customer-centricity for years. Now, those same forces are reshaping the way organizations must approach managing their employees.


We know businesses are operating in an environment of rapid technological change, and organizations must be agile and adaptable to keep pace with these changes to satisfy customers’ needs. But keep in mind, it is actually the employees who are coming up with the innovations, and it is they who implement those changes. They are the ones who are asked to be agile, which requires a new way of being managed. Not a top-down and command-and-control way of leadership but empowering employees—providing autonomy and a safe space to be creative.


Second, the proliferation of information has made it easier than ever before for customers to compare products, services, and brands. This has led to an increased demand for transparency and accountability from businesses. Brands that are transparent about their promises and willing to engage with customers in an open and honest way are more likely to build trust and loyalty. But transparency and accountability are now required when it comes to the workplace and corporate culture. Glassdoor.com is for employees what Tripadvisor.com is for customers.


Third, the availability of data about customers has driven the shift toward customer-centricity. Advances in big data and analytics have made it possible for businesses to collect and analyze vast amounts of data about their customers in order to identify customer needs and preferences and to personalize interactions and experiences. Obviously, there are also vast amounts of data about employees, allowing organizations to move away from a one-size-fits-all to a personalized employee experience.


Finally, the expectations of customers have changed and accelerated the shift toward customer-centricity. Customers expect more from companies they do business with. They expect personalized experiences, fast and efficient service, and a high level of responsiveness. They also expect brands to come with a purpose and to act in ways that align with their values. Employees also expect more from their work in terms of meaning and experience. The organizations and teams who understand those trends and embrace an employee-centric mind-set will flourish.


Some business leaders are starting to realize that we need to change. When I spoke with Indra Nooyi, the former CEO of PepsiCo and a board member of Amazon, in the summer of 2020, she recommended that I tell all my students to read Deaths of Despair and the Future of Capitalism, a book by prominent Princeton health economist Anne Case and Angus Deaton, a Nobel Prize laureate in economics. The book paints a bleak picture of the current labor market for low-skilled workers, showing how the stress of being working class in America is making workers sick and even, in some cases, causing them to die. But Nooyi’s concern for the well-being of struggling American workers is shared by too few of her peers. If we are to turn those grim statistics around, more leaders must realize that they are missing the mark in creating an engaging and motivating employee experience and that doing so would help not only their employees but their organization as a whole. A key point for anyone looking at their bottom line (so basically everyone): there is a way forward in which the employee experience can improve, and it does not need to come at the expense of profits. In fact, being employee-centric can, when done right, increase the size of the pie.


Throughout this book, I profile business leaders (top executives and emerging leaders) from large organizations like Best Buy, Costco, and DHL Express, but also from smaller organizations like the grocery chain H-E-B or the Whitney Museum of American Art, who also understand that being employee-centric helps their business. Even Jeff Bezos in his last letter to the shareholders as a CEO in 2020 wrote: “We have always wanted to be Earth’s Most Customer-Centric Company. We won’t change that. It’s what got us here. But I am committing us to an addition. We are going to be Earth’s Best Employer.” If Amazon can pull that off, it will likely continue its run of unparalleled success. But that change in company culture won’t be easy, and it will require much more than a paragraph in a letter to shareholders: it will require major mind-set shifts, as well as an entire suite of short-term and long-term strategies applied at every level of the organization.


Being truly employee-centric will require full commitment and dedication from everybody in the organization. The same is also true for being customer-centric. Just mentioning that employees should come first or having a lofty mission statement is not enough. Amazon ultimately added a leadership principle about “striving to be Earth’s Best Employer” to its fourteen core principles: “Leaders work every day to create a safer, more productive, higher performing, more diverse, and more just work environment. They lead with empathy, have fun at work, and make it easy for others to have fun. Leaders ask themselves: Are my fellow employees growing? Are they empowered? Are they ready for what’s next? Leaders have a vision for and commitment to their employees’ personal success, whether that be at Amazon or elsewhere.” Although this is a good start, it is not enough if the mind-set shift is not internalized and Amazon doesn’t become as obsessed about employees as it is about customers. This is where The Employee Advantage comes in. It provides a comprehensive road map that any organization, large or small, can implement to reap the profitable benefits that come from putting its employees first. It requires combining insights from business strategy and behavioral science to fundamentally shift how you think about your business and grasp the core motivations of your employees. Too often when we talk about organizations and competitive advantage, we forget that humans are at the center of everything organizations do. To humanize work is to truly understand the behavioral science of motivation and leverage technology to amplify these motivators.


My hope is that The Employee Advantage will provide valuable lessons not only to CEOs, but also to leaders at every level in both large and small organizations—and indeed to anyone who wants to be a force for employee-centric change. It would, of course, be wonderful if Jeff Bezos could use this book to help Amazon become the Earth’s best employer. But the real dream is to populate the Earth with better employers. Together, we can create a future of work that is truly engaging and employee-centric.















PART I



Employees Are the New Customers















CHAPTER 1



The End of the Status Quo


THERE ARE DECADES where nothing happens, and there are weeks where decades happen.” Vladimir Lenin’s famous quote may have been about the slow—and then sudden—onset of the Bolshevik revolution, but his words could just as easily be used to describe the cultural changes brought about by the COVID-19 pandemic that spread around the globe in early 2020. That health crisis had a dramatic impact on many aspects of our lives and accelerated trends that had already appeared. In the world of business, the pandemic accelerated a movement toward greater customer-centricity that had already been going on for decades. Digitalization, personalization, and convenience all got an extra boost by the efforts of companies to serve their homebound consumers better. People got used to online shopping, remote doctors’ appointments, contactless delivery, and curbside pickup. Telemedicine appointments, to give just one example, increased tenfold during the pandemic. Those accelerated digitization efforts increased customers’ expectations and the need for customer-centricity in order to focus on delivering amazing customer experiences.


This was all great for customers. But the story for the employees of these fast-changing businesses was very different. As the COVID pandemic restrictions began to be slowly lifted and (work) life started to return to seminormal, a new term began to go viral on the social media platform TikTok: quiet quitting. The term and the phenomenon hit a nerve especially among Gen Z workers and was taken by many as a sign that bosses had gone too far in pushing workers, especially amid the dangers and the demanding workplace conditions imposed by COVID.


But while some were quietly quitting and just phoning it in on the job, others were resigning completely or starting to fight for better working conditions through unionization. The pandemic led to historic levels of actual quitting, too, which became known as the Great Resignation. For months, there were reports of people leaving their jobs to spend more time with their family or on their hobbies, often with no other source of income lined up. Stories about young workers quitting their jobs in order to move to a less expensive area became a common feature on news sites. But the trend of resignations might actually be more of a great reassessment, in which workers were fundamentally reevaluating the importance of work in their lives. It was not just a temporary phenomenon caused by the pandemic. This was a culture-wide reassessment of work-life balance—a permanent shift in what employees expect about their work.


And then there are the workers who instead of quitting (quiet or not) became active in efforts to unionize their workplaces. Other workers already unionized, such as UPS workers, screenwriters, and autoworkers, pushed for better working conditions (all in 2023). Since its heyday around 1950, union membership has declined precipitously in the United States. In the last thirty-five years, the percentage of workers with union membership has dropped from around 20 percent of employees in 1985 to around 10 percent in 2021, according to data from the US Bureau of Labor Statistics. But while union memberships are declining, unionization efforts have gained in prominence at various famous retailers. Amazon’s fulfillment workers and Starbucks’s baristas are the most prominent examples of this movement to create unions in the United States. At Starbucks, for instance, three hundred stores had unions in 2022, up from zero a year prior. While this is less than 5 percent of all Starbucks stores in the United States, unionization is gaining momentum and has caught the attention of Starbucks executives—especially Howard Schultz, the founder and ex-CEO who came back as interim CEO in 2022 to deal with the labor movements.


The baristas are unhappy with a number of issues at Starbucks, from tipping options to training for baristas (well, the lack of both). While Starbucks continues to focus on customers and sell more and more coffee, the baristas feel they got left on the sidelines. An order of Edward, a customer in a Los Angeles Starbucks store, that went viral illustrates the customer-centricity at Starbucks that drives the baristas crazy. Edward customized his Venti Caramel Crunch Frappe with thirteen ingredients including, among other things, five bananas, caramel, a few different syrups, and extra whipped cream. He did nothing wrong and just took advantage of the option of making incredibly complicated and personalized drinks. Josie, the barista who prepared the drink, got frustrated, posted the order on Instagram, and only half-jokingly added: “This is why I wanna quit my job.” The post went viral, and many baristas shared Josie’s frustration. The joke had hit a nerve among baristas that the company had gone too far in satisfying customers’ (sometimes very complicated) needs without caring about the implications for baristas. And it feels very personal for them. In a story on NPR, a barista expressed their view about the company: “They don’t seem to really care about us at all.” Howard Schultz, in particular, “has lost faith of so many of us that really believed in him.”


The COVID pandemic put a spotlight on the deep dissatisfaction of some employees about existing workplace policies. And some executives seem concerned—or at least pretend to be—if public statements by executives such as Amazon’s Bezos or Starbucks’s Schultz are to be believed. But their begrudging acknowledgment of their employees’ anger and unhappiness was a response to the emergency of the pandemic and the acute crisis it created for businesses. All will be well once the world returns to normal, they seemed to say. But of course, the problems the companies face run much deeper and were a long time in the making. If they and other CEOs believe the dissatisfaction of workers will fade now that the pandemic has receded, they are deeply mistaken.


Before Quiet Quitting, There Was Microsoft Solitaire


Of course, issues of misguided workplace policies, mismanagement, and terrible bosses and the resulting dissatisfaction of workers are nothing new. Workers have been phoning it in for a long time. One of the prime historical symbols of this disengagement was Microsoft Solitaire. This collection of solo card games started to be preinstalled on Microsoft Office in 1990 and became one of the most played video games of all time—many of those hours played in the office. In a wry acknowledgment of the role the game was likely to play in many people’s working lives, the developer of Microsoft Solitaire allegedly programmed a “boss key” into the prototype, which would open up a fake Excel sheet so that employees could pretend they were working. This command never made it into the official version, which is a pity for the employee who got fired by New York City mayor Michael Bloomberg in 2006 for playing the game at work and the many others who got into trouble with their bosses for being distracted by the game while working. Perhaps Homer Simpson said it best when he advised quiet quitting back in 1995: “If you don’t like your job, you don’t strike. You go in every day and do it really half-assed. That’s the American way.”


In fact, worker disengagement goes back even further than that. The Gallup corporation has been tracking engagement levels of millions of workers for decades. The results of those surveys are more than alarming: in the United States, only about a third of the employees are engaged at work. While this number fluctuates a little, it has remained relatively stable for the last twenty years.


If you think the engagement level in the United States is alarming, the numbers for the rest of the world are even worse. Across the world, only around 20 percent of employees are engaged at work. We should be worried about the other 80 percent—the employees who are psychologically detached from work or quiet quitters. In a sample of forty-seven countries, about 25 percent of workers find their jobs socially useless or are not sure about the impact they are having.


There are direr consequences than just feeling bored or unfulfilled in your work. Low-skilled men in particular tend to have meaningless jobs—a trend that has increased over the last twenty-five years. Two prominent Princeton economists, Ann Case and Nobel laureate Angus Deaton, go one step further and argue that the lack of meaningful work for low-skilled workers is one of the triggers for a spiral that leads to drug overdoses, suicides, and alcohol-related liver failure. These “deaths of despair” are believed to be the culmination of worsening prospects in the labor market and family life. According to Case and Deaton: “Jobs are not just the source of money; they are the basis for the rituals, customs, and routines of working-class life. Destroy work and, in the end, working-class life cannot survive. It is the loss of meaning, of dignity, of pride, and of self-respect that comes with the loss of marriage and of community that brings on despair.”


Amid this consistently worrying level of disengagement and unhappiness among the workforce over at least the past thirty years, another movement has unfolded in business. Over the past two decades, there has been an obsession with customer-centricity, driven by trends that provide insights into the importance and methods of prioritizing another stakeholder: employees.


The Customers Get a Seat at the Table


Before customer-centricity, there was product-centricity. Companies would create the best products that they could possibly design—adding as many bells and whistles as they could. They would push the technological frontier and make the products better and fancier because—well, because they could. Back then, the prevailing idea was that more features equated to better quality and that product designers know best what is cool. A company would then use its sales and marketing machinery to sell those products to the consumer. In doing so the company would tout the many new and advanced features of the product. The product and its technical features would come first, and what the customer actually wanted or needed came second. This all started to change with customer-centricity about a decade ago.


Compare this with Amazon, where, in recent years, the customer literally got a seat at the boardroom table. Jeff Bezos would allegedly bring an empty chair to meetings. The chair, he would announce, was reserved for the customer, “the most important person in the room.” Obviously, every company knows customers and clients are important. But the empty chair symbolized a real departure from product-centricity toward an obsession about customers. Their needs and experience became front and center, and everything at the company was aligned around them.


The development of the Kindle e-reader at Amazon illustrates how customer-centricity is altering the way companies innovate. Bezos was inspired by Apple’s iPod, which had changed the way people listened to music, and he wanted his company—which had no experience whatsoever in designing hardware—to come up with a device that would revolutionize the way people read books. He gathered a small team to run this division, and from the very beginning it was all about how to improve the experience of the customer. Colin Bryar and Bill Carr, two Amazon executives who were involved in the development of Kindle, remembered that Bezos would reject many ideas as “copycat thinking, emphasizing again and again that it had to offer a truly unique value proposition for the customer.”


The development of the Kindle was not driven by the product or the capabilities (or lack thereof) of Amazon to develop an e-reader. It was driven by what customers needed so they could have a seamless experience in ordering, searching for, buying, and reading e-books. “When we worked backwards from the customers’ needs with digital books,” Bryar and Carr remembered, “it became apparent that we needed to invent a device ourselves, even though it might take years, and even though we had no experience in hardware.” Kindle was born and did indeed revolutionize e-reading and the book industry. As Bezos said: “If you’re competitor focused, you have to wait until there is a competitor doing something. Being customer-focused allows you to be more pioneering.”


Amazon is not the only customer-centric organization, of course, and there are many more that aspire to be. But companies that want to emulate Amazon had to do more than just have an empty chair in meetings. They needed everything and everyone in the company to be focused on putting customers first.


There are four trends that explain why, for at least a decade, companies have tried to be customer-centric. And they are integral to understanding how to make the transition from a customer-centric to employee-centric organization.


First, rapid technological change sparked the need for constant innovation to better serve customers and to outcompete the host of new start-ups that came onto the scene. Consider wealth management: this $100 trillion industry has been disrupted by technology, such as artificial intelligence (AI), and new, global competitors, from financial technology (fintech) start-ups to big tech companies. Traditionally, wealth management was straightforward: financial advisers would help their wealthy clients make the right decisions regarding their investments and sell them different products to invest in. In return for this expertise, clients paid a fee and companies made massive amounts of profits. UBS Wealth Management alone, the Swiss company and largest wealth management firm in the world, makes about $4 billion in profits (before taxes) each year.


But technology is disrupting the industry. Algorithms can provide more tailored advice and at large scale. Robo-advising, in which financial advice is not given by a human but by an AI-driven virtual financial adviser, alone is expected to grow to a $24 billion market by 2028, and new competitors are entering the market in droves. A new generation of customers want to be more in control of their investments and are much more comfortable with using digital tools themselves rather than talking to an adviser on the phone or in a lunch meeting. Large companies such as UBS or Morgan Stanley, the largest US wealth manager, need to be prepared for the disruption and know how to compete with smaller and more agile competitors. This requires a renewed focus on customer experience and the changing expectations of clients. Morgan Stanley, for example, has invested heavily in AI-supported systems that complement their financial advisers. According to Jeff McMillan, managing director and chief analytics and data officer for Morgan Stanley Wealth Management, investments in technology will improve customer experience. “The future will see a world in which every company utilizes AI to deliver customized experiences to each client based on his or her unique needs or preferences, with the intent of providing value to clients in ways they never anticipated.”


Second, the sheer amount of information about brands and the speed at which news spreads is also changing the way organizations engage with their customers. Not only is the competition just a click away, but customers are also using the vast amount of information on the internet to compare products and services. But it is not only information provided by the companies that is influencing customers; the customers themselves are generating content on comparison and review sites. Jeff Bezos commented that “if you make customers unhappy in the physical world, they might each tell six friends. If you make customers unhappy on the Internet, they can each tell 6,000.” Information is also flowing about services and products in the physical world. For example, Tripadvisor, a site that collects reviews about airlines, lodgings, and restaurants, absolutely changed the travel industry. Customers post one billion reviews every year on Tripadvisor alone. And those reviews can make or break the future of a hotel, a bar, or any destination activity as nine out of ten customers read reviews before they make a purchase. For example, when tourists in Rome have easier access to Tripadvisor while exploring the city (after mobile roaming charges were abolished by the EU in 2017), closure of low-rated restaurants is doubling and revenue of high-rated restaurants is increasing by 3 to 10 percent. This research shows that Tripadvisor affects restaurants significantly—and ends tourist traps. Peter Ducker, chief executive of the Institute of Hospitality, is very clear about the broader impact: “The online world has changed pretty much every industry, but hospitality beyond recognition.”


And third, information goes both ways. The availability of almost limitless data about customers has allowed organizations to better customize (pun intended) products and services to individuals. Stitch Fix is a fashion retailer founded in 2011 that generated $2 billion in revenue in 2022 and has around 3.5 million clients in the US and UK. They use data from many sources (surveys, social media profiles, engagement on their site, and direct consumer feedback) to understand the needs of their customers and personalize their experience and product offerings. The offerings and recommendations from businesses that use this model—other examples include Netflix and Amazon—get better the more the companies know about their customers. And who knows more about individuals and can provide the most tailored recommendations than social media companies? This has led to the birth of social commerce in which social media platforms are not only used for individualized marketing but also build out their e-commerce offering. The hashtag #tiktokmademebuyit is already generating billions of views on TikTok and sets up the platform’s new shopping feature as one of the leaders in the social commerce space. Part of the success of such platforms is that customers absolutely love the personalized experience. According to Accenture, a consultancy company, about 80 percent of customers were willing to share their data for a personalized experience.


Fourth, and ultimately, all those trends have affected the expectations of customers profoundly. Consumers of today experience a different level of customer service than in the past—and as a result have higher expectations. Growing up, I used to fight with my sister all the time about what to watch on our only TV in the house. There is no fighting about this in our house today. In fact, my wife and our three kids can watch five different shows on five different devices, each tailored to our tastes, whenever and wherever we want to watch them. We now expect that type of personalized customer service from all companies. According to Salesforce research in 2022 and based on its survey of around seventeen thousand consumers around the world, 88 percent say that the consumer experience is more important than a company’s product or service—up from 80 percent in 2020. In addition, the values of companies also need to match. Sixty-six percent of customers have stopped buying from a company whose values didn’t align with theirs—up from 62 percent in 2020.


To differentiate themselves in a hypercompetitive environment, companies need to provide a top-notch customer experience. These four trends shift the power to the customer: rapid technological change requires constant innovation to better serve customers and to outcompete new rivals; information and transparency about brands make it easier than ever to distinguish between good and bad customer experiences; more data about customers allows the best companies to offer an even more personalized experience; and these three trends consequently lead to the fourth trend of changing customer expectations. So it’s not surprising that many companies strive to be customer-centric and align everything they do around the customer experience and that the truly customer-centric organizations will come out on top.


But the same trends that hit the consumer market are also affecting the labor market—and only the employee-centric organizations will flourish in this environment. In fact, the four trends that have led to customer-centricity have their equivalents in the labor market. Regarding changing expectations: employees and customers are the same humans, after all. Those employees (as customers) have higher expectations and care about values and experience. In terms of information and transparency: employees also have more information about companies and their culture. Additionally, they are accustomed to a highly personalized approach due to the abundance of data as customers, and they become frustrated with a one-size-fits-all approach in the workplace. Regarding the necessity for companies to continually innovate to remain competitive, employees actually play a pivotal role in creating innovative and agile organizations. Let’s start exploring the impact of those four trends by first looking at changing expectations of employees.


Employees Expect More from Work, No Matter Their Age


People (if they are consumers) expect more from brands today than they did in the past, and they are making their purchase decisions based on more than just product or service attributes. The experience they have interacting with organizations and the values of the brands are critically important. Those same consumers are also employees. And people (if they are employees) are also demanding more from their employer and their work. As consumers, they are used to a very personalized experience with lots of choices—which affects their expectations as employees. Experiences that people have—especially when young and during their formative years—affect their job preferences for life. One of my studies shows, for example, that growing up in times and regions with bad macroeconomic conditions affects people’s job preferences for the rest of their lives. These individuals place more importance on income. People who grow up in better times, however, care more about meaning at work beyond income, and they will place greater value on their experiences at work.


The debate about shifting attitudes toward work is often reduced to discussions about newer generations and their work attitudes. A good example is an article in Fortune magazine, titled “Managing Gen Z Is Like Working with People from a ‘Different Country,’” which implied that younger generations have very different (and strange) values when it comes to work. Generation Z is the term for people born roughly between 1997 and 2012. They are digital natives and came of age after the Great Recession in 2008 and so know nothing before our current era of extreme personalization and consumer choice. While millennials (born between 1981 and 1996) also grew up with the internet and computers (and also have a particular reputation when it comes to work), Gen Z do not know a world without smartphones and laptops and the expectation of one-day delivery. Those experiences allegedly affect what they expect from their work: more choice, a healthy work-life balance, and meaning at work—not just a paycheck. But at the same time they are said to value loyalty less and switch jobs more easily for a better paycheck. Entire books are written about how to manage new generations of workers such as millennials or Gen Z, and HR teams have developed specific strategies to recruit, motivate, and retain younger generations. While members of those younger generations are the most vocal on social media and therefore get a lot of attention, the focus on shifting work attitudes of only the newer generation is missing the point that attitudes are changing across the board.


Obviously, attitudes toward work differ by age. The young are always different from their elders. So to accurately reflect attitudes between generations, we would need to compare their experiences at the same age, that is, a twenty-year-old Gen Z employee with a twenty-year-old baby boomer. Indeed, when we compare what people from different generations value about their job at a specific age, we see a lot of similarities. For example, when comparing how much people care about income compared to meaning or impact, we see that, across generations, it is the older workers who care more about meaning and impact. This is not that surprising as people who are just starting their career and their adult life are more concerned with financial stability and income than workers who have already been in the workforce for a while and have built a financial cushion. The latter group is more likely to be reflecting on what they want to get out of work and life. Focusing too much on younger generations ignores the slightly older workers who care more about other aspects of employment than just money. Given that we live longer and healthier lives, which means that employees are productive into more advanced age, companies need to pay attention to older workers as well as the younger generations.


Most importantly, everyone’s expectations are changing. Only considering how younger generations, such as Gen Z or millennials, view work ignores how changes in the labor and consumer market are affecting everybody. Expectations about work are changing across the board. In surveys that ask workers about the importance of different aspects of a job (such as income, job security, working independently, doing something helpful for society, etc.), there is a clear trend that workers find more attributes important. That means, all workers today want high income and making an impact and having flexibility and and and. They then also want to work in a company that shares their values. More than half of responders in a survey by Qualtrics would not consider working for a company that doesn’t share their values. This indicates a difficult dilemma for leaders who are more and more forced to publicly take a stance on social and political issues. Although some employees may require so-called CEO activism, others who do not agree with the position may be turned off. Consider if you’re overly focused on the younger generations and are overlooking the broader workforce’s aspirations. Leaders need to recognize that every employee, not just the more vocal Gen Z or millennials, expects more from work and wants to work for companies that share their values.


Just as it is getting easier for consumers to compare brands, it is also getting easier for employees to compare organizations and figure out which potential employer shares their values. Travis Kalanick learned the hard way that information about work culture is spreading faster than ever.


Increased Corporate Transparency


Travis Kalanick was the founder and CEO of Uber from its launch in 2010 until 2017. The ride-sharing company reached a billion-dollar valuation (which is the threshold for being called a unicorn) in just three years, and in 2022, it was valued at around $50 billion. Kalanick personally made about $2.5 billion from Uber’s initial public offering (IPO) in 2019. While the company is still struggling to make a profit, Kalanick’s idea and his company have completely disrupted the taxi industry and revolutionized transportation. In spite of the staggering influence of the company under his leadership, it only took one viral video starring Kalanick to bring about his fall at Uber and his resignation as CEO. And it has everything to do with Uber’s treatment of employees and workers.


The famous video shows Kalanick arguing with an Uber driver at the end of a trip that he took with friends. The dashboard camera recorded the interaction that went viral. The driver complained to Kalanick about falling prices and that he is in bankruptcy because of Uber. That is when Kalanick got personal. “Some people don’t like to take responsibility for their own shit,” he replied. “They blame everything in their life on somebody else. Good luck!” Then he slammed the door. The video was emblematic of the company’s poor treatment of workers and toxic corporate culture. Only a couple of months before, a blog post by a former employee that alleged sexual harassment culture at Uber went viral, leading to internal investigations that confirmed widespread harassment and discrimination. In the wake of the investigation, Uber fired a number of employees, including senior executives. Since the advent of social media, such scandals can spread like wildfire and can have a major influence on the behavior of consumers. In the case of Uber, #deleteUber started trending again (originally a consumer protest when allegations arose that Uber tried to capitalize on President Trump’s immigration ban), and many customers began choosing different travel options. But a widely shared anti-employee episode like this also affects the hiring of talent and workers because—guess what?—the same consumers that are uneasy about the treatment of workers are also potential employees.


Sites like Expedia.com for price comparison, Tripadvisor.com for reviews, and Wirecutter for consumer experience and product quality have allowed consumers to easily compare products and services, which has intensified competition among companies.


Rich Barton, the founder of Expedia and Zillow, websites that brought transparency to the travel and housing markets, respectively, applied the same idea to the workplace by cofounding the webpage Glassdoor.com in 2008. Glassdoor has a powerful review feature that serves as a Tripadvisor for corporate culture. He said: “We were empowering people with information and tools that they didn’t have before.” Glassdoor, now valued at over a billion dollars, has reviews for over one million companies, and more than fifty million reviews are written about those companies by current or former employees. Glassdoor is only one of the many sites (like Indeed, Vault, Kununu, or Fairygodboss) that allows employees to compare their current or future workplace with other options. The increased transparency is getting noticed by executives. Beth Comstock, a former vice chair of General Electric, said it’s changed the way business leaders think. “There’d been a march for more transparency that had come along with the digitization of business. But suddenly it became very personal. People were, like, ‘Wait a minute, they’re going to be rating me?’” Leaders are right to be taking notice as around half of job seekers are looking at review sites before applying for a job.


Comparison and review sites like Glassdoor.com definitely decrease wage discrepancy. Potential employees now go into wage negotiations after first checking review sites to know the acceptable range of wages. The hope is that such transparency is also reducing wage inequality. But reviews also have an important impact on another aspect of work that can be difficult to see: corporate culture. Research shows that after getting reviewed on Glassdoor.com, companies improve their workplace practices, measured by corporate social responsibility scores on employee relations and diversity. The increased transparency is putting a public spotlight on shortcomings in a company’s culture and can be a substantial threat to a company’s reputation and their employee brand. The scandals at Uber and other companies regarding toxic cultures and sexual harassment show the power of this transparency. Bad behavior that went on for years is being revealed, going viral, and leading to change. Jennifer Berdahl, who studies workplace sexual harassment at the University of British Columbia, said: “This is just putting on the Internet what’s been going on forever—women whispering about bad experiences they’ve had within companies.” The transparency requires leaders to finally tackle problems within their organizations head-on and to figure out how to improve employees’ experiences. Current and potential employees will know (and share) whether their bosses succeeded and will reward those who are employee-centric. Reflect on whether you give equal emphasis to your employee brand as you do to your consumer branding. In light of the heightened corporate transparency, both hold equal significance.


In addition to the changing expectations of employees and customers and more transparency about brands and workplaces, more data is also available about employees.


More Data Means More Personalization


Vast amounts of data about customers and their preferences allowed for consumer-centricity and hyperpersonalization. Gone are the days in which customer segmentation was mainly based on sociodemographics such as young versus old, rich versus poor, or male versus female. Today, products and services can be targeted and personalized based on personality traits, preferences, or attitudes beyond simple sociodemographic variables. And people have gotten used to it. At many workplaces, however, employers are still either doing a one-size-fits-all approach or simple segmentation based on demographics. Any approach, for example, that is based on the idea that the younger generation wants X and older workers want Y is too simple and will be ineffective. There are clearly meaningful differences among employees of the same age, as well as of different ages, in what they want, need, and aspire to be. Gathering more data will allow us to capture those differences and personalize the employee experience, which will motivate employees to be more engaged and productive at work.


The amount of data about employees is rapidly increasing and enables companies to go beyond the observable attributes of employees and capture personality traits or people’s relationships within an organization. In addition to data from widely adopted human capital management solutions that link human resource data with performance indicators, data also comes from “the digital exhaust of a company”—that is, the vast amount of data generated, for example, through email accounts, text exchanges, chats on Slack, Zoom meetings, and file transfers. This data captures who is communicating with whom and when in an organization and allows companies to analyze not just who people are in an organization but also who people know. It can show who is influential and well connected and who is isolated, as well as which teams lack the diversity needed to be productive and innovative. A study mentioned in the Harvard Business Review involved a software company that mapped the connections of their engineers. The analysis showed that the company was divided into multiple cliques, that is, smaller groups in which members mainly talked only to one another. But good ideas are often created by combining different and novel information, and so just talking to the same people is not a recipe for generating ideas. A smaller number of engineers connected and communicated with the various smaller networks or cliques. Those were the individuals who came up with the best ideas. Management was then able to target those engineers and make it easier for them to do what they do. As a result, the company saw an increase in both the quantity and quality of their ideas. This kind of tailored approach is only possible because of these new types of data.


The vast amount of data enables organizations to personalize recruitment—how the new hire is integrated, trained, and, in general, communicated with. While some of the data already exists in organizations, other types of data need to be collected in order to personalize. The same way customer-centric organizations react to feedback from customers, employee-centric organizations need to use analytics from employee feedback to personalize employee experiences. Most organizations have a long way to go. Take deciding about and planning for the future of the workplace. While it should be obvious that decisions should be data driven, a report by Slack about the future of work indicates that 66 percent of executives are designing their postpandemic workforce policy without any or only minimal input from employees. The companies that personalize the employee experience will have an edge in attracting the best and keeping them motivated and engaged. Reflect on whether you are equally dedicated to crafting a tailored employee experience as you are to shaping a personalized customer experience. The sheer amount of new data will be key. As with consumer data, it’s crucial to consider the quality and privacy concerns surrounding the data. Leaders should have a clear strategy concerning potential employee data—staying true to being employee-centric. That means that organizations need to be transparent about the use of the data and only apply it to enhance the work experience and not misuse the data to control their employees. As we will see later in this book, this will require a shift in how employers view their employees.


Last but not least, the rapid pace at which companies must innovate and adapt impacts customer-centricity and at the same time necessitates a shift toward employee-centricity.


The Key to Becoming a Successful Agile Organization: Employees


In recent years, being innovative is not enough—you must now innovate at speed. For example, digitalization and developments in artificial intelligence and data analytics require constant changes to companies’ business models. New entrants—either international firms or smaller and much nimbler start-ups—require quick competitive reactions. Rapidly changing consumer preferences for different purchasing channels (such as self-service on a computer or mobile phone or an online chat) or product and service attributes are making historic competitive advantages obsolete. The unprecedented level of volatility, uncertainty, complexity, and ambiguity (collectively known as VUCA) in organizational environments requires organizations to keep up with the rapid pace of change. Innovation is now a given for high-performing organizations. The ones that do not figure out how to keep pace will not survive. The solution is to create agile organizations—and agility is almost by definition people-first.


Agile organizations are set up to react quickly to changes in trends in the marketplace and the environment. But to achieve that, companies need to completely change their organizational structure and processes. A hierarchical and top-down organization must give way to a flat organization in which power and authority go to employees and teams. The whole organization should be set up in cross-functional teams that are encouraged to experiment, fail, and learn. Those teams have end-to-end responsibility, which means that they are autonomous in delivering new products without having to rely on other parts of the organization. This is a substantial shift for managers. Not only do many have to transition from managers to “just” team members, but they need to relinquish the control that comes from planning and reporting, which does not fit this agile model.


ING, the global bank headquartered in the Netherlands, successfully undertook such an agile transformation starting in 2014, one year after Ralph Hamers was named its new CEO. Hamers realized that the bank needed to change in light of significant shifts in its business environment. Customers had become accustomed to fast and personalized service from tech companies such as Amazon, Apple, and Spotify and were getting more demanding as a result. Once people are used to one-day delivery, waiting multiple weeks to get approved for credit can be quite frustrating. ING’s quality of customer experience and customization now had to keep up with these customer-centric tech companies. The digital companies were not only much better at offering their services online; they were also much quicker in coming up with new features and products. Many of the new fintech competitors such as PayPal, Square, or Venmo (or Amazon with its short-term loans to small and medium-size companies) also offered disintermediation, meaning it was possible for customers to interact directly without going through a bank. ING needed to adapt.


Transforming a large and established bank such as ING is not an easy task. Large organizations in general are difficult to change, and banks are known for being particularly slow to transform. ING first had to completely overhaul its organization. It got rid of layers of hierarchy and organized the whole company into squads. These squads are cross-functional teams of around nine people who have end-to-end responsibility—that is, they are able to come up with a new product without the help of anybody else in the organization. As a result, the bank got much faster and more innovative. ING went from having “five big releases a year to thousands of new releases a month.” Releases can be new product launches but also smaller changes, such as new search functions in payment apps or a software update.


At the core of any successful agile transformation are people. ING’s former chief operating officer, Bart Schlatmann, defines agility as the “flexibility and the ability of an organization to rapidly adapt and steer itself in a new direction. It’s about minimizing handovers and bureaucracy, and empowering people.” ING’s agile transformation required a completely new employee-centric way of working, as all the initiatives had to come from employees. The bank was very explicit that agile innovation would only happen if it prioritized people over processes and tools. That meant a stark departure from working with strict protocols and tools to providing freedom, support, and resources to employees. ING organized “pizza sessions” in which employees were asked to give honest feedback about what was working, and what was not working at ING. As the name of the sessions suggest, ING would provide the pizza and communicate the received feedback to the board. For example, in those sessions it became clear that employees hated meetings and thought that most of the meetings were a waste of time. Schlatmann explained that as a result of input from those sessions and from reimagining work as employee-centric, ING “gave up traditional hierarchy, formal meetings, over-engineering, detailed planning and excessive ‘input steering.’” After ING’s transformation, Schlatmann said that “there is so much more freedom, happiness, and empowerment.”


ING’s people-first agile transformation was unquestionably a business success: its innovation speed increased, customers were more satisfied (as reflected in an increased net promoter score), and its financial performance improved. But the bank also became a better place to work. It moved up two ranks, from seventh in 2014 to fifth in 2017, in the Dutch equivalent of the Fortune 100 Best Companies to Work For list. But it’s important to point out that being employee-centric was not the result of the agile transformation, but the necessary precondition for being agile.


The four trends all point in the direction that companies need to put employees first and be truly employee-centric. But to be really employee-centric and generate the benefits of it requires more than mentioning in a letter to shareholders (as Jeff Bezos did) that “we are going to be Earth’s Best Employer.” It requires a mind-set shift: putting employees first does not put profits second. Leaders must have internalized that, rather than creating higher costs for a company, employee-centric strategies will provide more value. Just like a customer-centric organization in which both customers and shareholders win, being employee-centric results in mutual gains for both employees and the organization itself.


Unfortunately, the either-or view that either employees or shareholders win is still very prevalent—a lesson that 3M, the company that created the Post-it note, learned the hard way.
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