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FOREWORD


Geoffrey A. Moore


I HAVE HAD THE PLEASURE OF working with Tiffani Bova over the past few years. I remember when she told me she was in the midst of writing her debut book and asked for any advice. I paused for a moment to reflect on how much the world had changed over the past three decades since I wrote Crossing the Chasm in 1991. Despite the changes, were there still some universal, fundamental ideas and wisdom—“the Force,” if you will—that continue to be relevant? And if so, how would they apply to meeting the growth challenges of today?


Growth IQ provides great answers to these questions. As a former distinguished analyst and research fellow for Gartner, and now as the growth and innovation evangelist at Salesforce, a company on the cutting edge, reshaping the way the world does business, Tiffani has had numerous inside looks at successful growth strategies from a wide variety of companies. She has seen what has worked and what has not, and in Growth IQ, she shares a wealth of valuable lessons learned.


The book is organized around ten growth paths—each presented through a wealth of stories of both successes and failures, each making clear what things to focus on and what factors are critical for future success. She illuminates her core concepts with insightful stories and distills theoretical models with real-world examples that are relatable, accessible, and applicable. While a number of these growth paths may be familiar, Bova’s conceptual model of applying market context, the combination of initiatives, and the sequence in which various paths are deployed goes above and beyond to establish a new paradigm for strategic business thinking.


It is true that every business must grow to stay healthy and relevant, and all the successful ones have proven formulas for so doing. Some of these strategic playbooks have become so powerful that executives are recruited away specifically to help another company re-create a similar growth trajectory. How does Amazon do what they do? How does Salesforce? Red Bull? Starbucks? Sephora? What can these companies teach you that you can apply to your business? Being able to draw on insights like these can be truly game changing.


Growth is good for everyone in the value chain, and it should always be top of mind for business leaders. However, the truth is that finding sustainable and repeatable growth is getting harder. Sometimes we hold on to our old growth “playbook” for too long, or our world is disrupted by a more agile start-up in ways we could have never imagined.


Either way, if you are looking to accelerate growth, recover from a slowdown in top-line sales, or expand to new markets or customer segments, I recommend that you read Growth IQ. It will reveal the landscape of opportunities you may not even realize you have at your fingertips. It will empower you and your team to navigate the realities of business today. And it will give you a framework that you can revisit over and over again.


GEOFFREY MOORE


a.k.a. “The Chasm Guy”


Author of Crossing the Chasm and Zone to Win






THE ONE THING IS—IT’S NEVER JUST ONE THING


How do you stay ahead of ever-rising customer expectations? There’s no single way to do it—it’s a combination of many things.


—JEFF BEZOS




OVER THE THOUSANDS OF INTERACTIONS I’ve had with some of the world’s biggest companies, I’ve found that one of the most persistent and vexing challenges faced by executives is determining how best to grow their business. Unless you’re a small family business determined to stay small, or you are unable to take on more financial risk and workload along with their associated hiring demands, the quest for growth is never ending. While there is always a balance of high-sales and low-sales periods, an extended stall or slowdown in growth is often a cause for great concern among investors and employees.


Why? Because every company faces the same pressures—to keep the lights on, pay its people, get products out the door, and support its customers even when experiencing a low-sales period. There is no way to reduce those pressures and keep the business going without top-line growth and bottom-line profitability. Finding ways to grow the business, the top line, can become all consuming, especially for start-ups, small businesses, or even a new division of a Fortune 500 company. Every business has room for improvement, but not every business leader knows where to look for that improvement or how to course-correct and rally the company to change when times get tough.


Repeatable and reliable growth for established companies and new ventures alike is hard and seems to be getting harder. That’s true even for one of the largest and most celebrated brands in the world. In its third quarter in 2017, IBM found itself with twenty-two straight quarters of declining revenue. Ginni Rometty, chairman and CEO of IBM, noted: “Be prepared to spot growth opportunities when they present themselves—because they are the key learning opportunities. You’ll know because they make you uncomfortable, and your initial impulse may be that you’re not ready. But remember: Growth and comfort never co-exist.”


So, what can executives do? Where do they go looking for that next 10 percent of growth—in revenue, in market share, in active users, or all of the above?


I have found that most executives—armed with reams of data, consultant white papers, and market trend reports—are looking for the one new product offering, new market, or sales and marketing tactic to fix their problems quickly. They may say: “We should try to sell more [product name] to our existing customers,” or, “We should expand our distribution/sales overseas,” or, “We should increase our marketing spend”—and they may be right. But that is only part of the story.


After years of watching companies make the same mistakes over and over again, or miss golden opportunities to accelerate growth, I realized that too many companies seek the one right move—which, by the way, rarely exists—in order to improve or sustain their performance, respond to a competitive threat, or recover from a growth stall. The reality is, when it comes to growth . . . the one thing is it’s never just one thing.


RESPONDING TO CHANGE


Why do companies look for the one right move? Maybe it’s because they do what seems doable: look for the one problem area to fix, the one big initiative they can take to boost the numbers quickly, or even repeat the one growth strategy that worked in the past. This last tactic is particularly insidious. Companies often rely on strategies that worked for them once but may have outlived their purpose and no longer have the desired impact in current market conditions and context. Companies that reach into a bag of old tricks without careful consideration of the changing market dynamics risk getting trapped in a vicious downward cycle, repeating the same actions and yielding ever worse results over time.


The cost of misalignment between perception and reality can be enormous, and keeping a business-as-usual attitude under such circumstances is bound to only make responding to change more difficult. The perception may be: “We got this . . . it’s just a temporary setback,” when the reality is that customers change, industries change, technology changes—heck, the world changes—and companies that don’t constantly evolve, sometimes in the smallest ways, risk being left behind. Let this bring you comfort—you are not alone.




Success is a lousy teacher. It seduces smart people into thinking they can’t lose.


—BILL GATES




While it is true that many companies struggle to keep up with the pace of change or the rate of disruption caused by innovative technology and new business models, these are not the only reasons why companies struggle to find and maintain growth and revenue streams. Sometimes, the biggest threat to a company can be its own success or, worse, complacency.


Why? Because for companies that are currently growing, and not yet aware of an impending growth stall, it reinforces the status quo, it rewards (at least for a time) resistance to change, and ultimately it makes company leaders terrified to pursue a new direction for fear they will mess up a good thing that it’s got going. What had been, in the early days, an entrepreneurial spirit that embraced new opportunities (and risks) often shifts to one that fends them off . . . especially when things start to go wrong. The fact is, 87 percent of all companies go through a growth stall at some point, and only a small percentage of them ever recover.




FOR THE PURPOSES OF GROWTH IQ


Growth refers to top-line sales organic growth, not cost cutting, mergers and acquisitions (M&A), or other means to grow profitability or the bottom line.


Growth strategy is defined as “a plan of action or policy designed to achieve a major or overall aim.”


Growth path is HOW—initiatives that can focus the company on the task at hand and achieve the strategic growth goal.




When asked what slows growth, it might surprise you to learn that most executives actually cite internal factors. In a Bain & Company study, 85 percent of the executives surveyed, and a full 94 percent of those running companies with more than $5 billion in revenue, said that internal, not external, obstacles keep their companies from growing profitably. What a shame; after all, it is the internal factors over which you are supposed to have control—as opposed to moves by your competitors, market shifts, and even “Black Swan” events.


TEN PATHS TO GROWTH


The more conversations I had on the subject and the more deeply I studied the ways in which companies have grown successfully, the more I came to realize that:




1. It wasn’t just about what growth strategies companies chose to pursue that determined the likelihood of success but rather the context in which a strategy was deployed and the combination and sequence of initiatives.


2. Growth is far less complicated than most people make it out to be. You might be surprised to learn that you can categorize most growth efforts taken by a business into one of ten growth paths. Deciding which path(s) are liable to have the greatest (positive) consequence will—and in fact should—change over time. No growth path should be written in stone.




These ten paths are established routes that have been used by countless companies to successfully grow top-line revenues. They can help guide huge multinationals, small start-ups, and medium-size businesses, regardless of product, region, or industry.


THE TEN GROWTH PATHS




1. CUSTOMER EXPERIENCE: Inspire additional purchases and advocacy


2. CUSTOMER BASE PENETRATION: Sell more existing products to existing customers


3. MARKET ACCELERATION: Expand into new markets with existing products


4. PRODUCT EXPANSION: Sell new products to existing markets


5. CUSTOMER AND PRODUCT DIVERSIFICATION: Sell new products to new customers


6. OPTIMIZE SALES: Streamline sales efforts to increase productivity


7. CHURN (MINIMIZE DEFECTION): Retain more customers


8. PARTNERSHIPS: Leverage third-party alliances, channels, and ecosystems (Sales, Go-to-Market)


9. CO-OPETITION: Cooperate with market or industry competitor (Product Development, IP Sharing)


10. UNCONVENTIONAL STRATEGIES: Disrupt current thinking
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WHAT’S OLD IS NEW AGAIN


We’ll soon look at each of these ten paths in depth—for now, just take a step back and look at them as a whole. Some of them may seem familiar, or somewhat obvious, and they should. This list is built on the back of long-standing management thinking and frameworks, including the Ansoff Matrix (a practical framework developed in 1957 by Igor Ansoff for thinking about how growth can be achieved through a product strategy), plus newer sales and marketing concepts used by companies today to stimulate growth.


Let me be clear: these ten growth paths recognize that many of the classics haven’t gone away; paths like Product Expansion and Customer Base Penetration remain as valid as ever; but as the business world has become more complicated, with the rise of e-commerce, software-as-a-service, and other technological and business-model innovations, and the consumer has become more empowered and educated, the application of these requires a more modernized approach.


These various technological advances have provided companies new means to pursue growth alongside tried-and-true classics. Until recently the absence of detailed consumer, product, and market data meant that companies left a lot to chance, gut instinct, and previous experience. What worked in the past, such as increased marketing spends and price reductions/promotions, would simply be repeated. It isn’t that companies didn’t know anything about what was driving growth in the past; it’s more the fact that today companies, in real time, can gain meaningful insights to make the right decisions, at the right time, with the right growth path.


CONTEXT + COMBINATION + SEQUENCE


It isn’t enough to have the “right” new growth strategy. You must fully understand what the current market context is prior to making any moves; otherwise, even the right decision, or the right growth path, can put you in the wrong place at the wrong time. Let me be clear—choosing the right growth path for your company should always start with context, the circumstances or events that form the environment within which your company competes. When companies base growth decisions upon an intelligent appraisal of the product, market, and customer context, and the threat or opportunity those contexts bring, along with the combination and sequence necessary to support the chosen growth paths, it can make the difference between success and failure.




Growth is never by mere chance; it is the result of forces working together.


—JAMES CASH PENNEY, founder of JCPenney






CONTEXT includes current social and economic conditions, existing product portfolio, competitive landscape, and corporate culture.


COMBINATION is the act of selecting key actions that can positively influence outcomes, when done together.


SEQUENCE is the act of establishing a priority, order, and timing to those actions.




Growth IQ is a holistic approach to finding the right path, in the right market context, in the right combination and sequence—creating a multiplier effect that is far more powerful than just focusing on one or two efforts in isolation.




A key thing to remember as you set out to reenergize your growth efforts: a company can attempt to duplicate a growth strategy from an industry rival, but rarely is it able to re-create a particular growth path (how a company grew), along with the exact same combination or sequence of efforts, within a particular market context, that led to that rival’s success:






[image: image]   Don’t try to copy what you think your competitors are doing. Imitation is not the path to success, especially in the overcrowded industries most companies confront today.


[image: image]   Don’t get distracted by what landed you in this current situation—good or bad.


[image: image]   Don’t make the common mistake of believing that what you’ve always done will continue to deliver.


[image: image]   Keep your mind—and your options—open.




WHAT’S IN IT FOR YOU


While merely duplicating the efforts of other companies is unlikely to work for you, it’s crucial to understand what decisions other companies made when they faced a fork in the road, and which growth paths, combinations, and sequences they chose. By reading the case studies of companies such as Under Armour, Sephora, Shake Shack, The Honest Company, Walmart, Mattel, Marvel, and others I cover in Growth IQ, you’ll learn how some of the most successful companies were able to achieve growth, providing you with perspective on how to apply the Growth IQ framework to your own business as you push to increase top-line revenue. You’ll also read notable examples of growth strategies that failed or backfired and learn how to avoid those pitfalls as you navigate the pursuit of growth for your business. While all of the companies in this book followed their own decision-making process to take the steps they did, Growth IQ gives us a framework to deconstruct and understand their growth efforts within a single model.




Follow effective action with quiet reflection.


From the quiet reflection will come even more effective action.


—PETER DRUCKER, author of The Effective Executive




Each chapter of Growth IQ looks in depth at one of the ten Growth IQ paths, initially defining the path itself, what it is, and why it was chosen. We Set the Scene, highlighting the overall market context impacting a particular growth path, and then feature stories of a number of companies, spanning various industries and sizes—showcasing how they were able to leverage a particular growth path successfully over time or combine certain growth paths in just the right sequence to maximize their return on investment.


Each Story highlights companies that followed a particular growth path (or paths) to accelerate their current (growth) success or to recover from a growth stall or an unexpected slowdown after multiple quarters of strong performance. You will also see stories of “How It Can Go Wrong,” because failures can be one of the greatest teachers. Chapters conclude with: Putting It All Together, What Works—and Potential Pitfalls, and Suggested Next Steps—how to apply the lessons learned to your own business.


My goal is to help you Get Smarter About the Choices That Will Make or Break Your Business—to develop a keen understanding of the ten growth paths and the importance of context, combination, and sequence, so you can deconstruct your own growth initiatives and become a “Growth Navigator”—capable of steering your company, your division, your sales team through even the harshest of market conditions with ease.
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You’ve got to start with the customer experience and work backwards for the technology. . . . What incredible benefits can we give to the customer? . . . Not starting with “Let’s sit down with the engineers and figure out what awesome technology we have.”


—STEVE JOBS





WHY CUSTOMER EXPERIENCE MATTERS




■   Three-fourths of three thousand business-to-business (B2B) companies surveyed ranked customer experience as a major factor in supplier choice.


■   Sixty-eight percent of C-suite executives expect organizations to emphasize customer experience over products in the future.


■   Eighty-six percent of customers are willing to spend more for a better customer experience.


■   Seventy percent of buying experiences are based on how customers feel they are being treated.


■   Analysis shows that companies that excel in the customer experience grow revenues 4–8 percent above their market.


■   Seven in ten Americans (70 percent) are willing to spend an average of 13 percent more with companies they believe provide excellent customer service.


■   The promise of better customer service is a draw for shoppers: three in five Americans (59 percent) would try a new brand or company for a better service experience.





CUSTOMER EXPERIENCE IS THE NEW BLACK


How much did your last Uber ride, hotel room, airline ticket, or Starbucks coffee cost? (No cheating—if you had to submit it on an expense report, that doesn’t count.) Now, what company have you recently engaged with that left you sitting on hold for customer service, or didn’t get back to you quickly, or shipped the wrong product and the return process was a nightmare?


I’m betting you remember the brand names of the later ones, those “experiences,” much more vividly than the previous—and you aren’t afraid to share them, either.


Recent snafus caused by subpar customer experience (CX) have made national, and in some cases international, news, including, for example, United Airlines (which dragged a passenger off one of its airplanes) and Wells Fargo (which signed up people for additional accounts without their consent), which erased, quite quickly, I might add, much of the goodwill that these well-respected brands and their CX efforts had built up over many decades.




The reputation of a thousand years may be undermined by the conduct of one hour.


—JAPANESE PROVERB





Current research shows that more than 70 percent of customers look to (customer) “reviews” as the number one source when they are deciding among different brands and products. That is why this growth path can be so unforgiving. We will forever have those “negative” (customer experience) images burned in our memory and our conversations and memorialized on the Web—which means that those companies have to spend much more to “win” us back than they did to acquire us in the first place.
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Customer experience is the sum of all of a brand’s touch points, both online and off-line, through both human representatives and now technology (such as bots, artificial intelligence (AI), and “things”).





What is customer experience? For the purposes of Growth IQ, customer experience is centered on the interactions between companies and their customers. A brand promise is what you say about your company, customer experiences will impact what they—customers—say about your company. In principle, customer experience is based on the feelings that arise once customers engage with your products, employees, and various sales, service, and marketing channels.


Don’t make the mistake of thinking that because you have a focus on improving CX, you are actually “on the Customer Experience path.” Using CX as a catalyst for growth is very different from focusing solely on improving specific metrics, within a few groups. More than any other “revolution” in the last century, the shift in customer expectations is proving to upend everything we think we know about business growth.


The true source of competitive differentiation in the twenty-first century is: Customer Experience.


Unfortunately, many companies lose sight of CX and still have a narrow view of the drivers in delivering a compelling CX—mostly because: (1) they don’t agree on what a “compelling” CX actually is, (2) they don’t have a formal key performance indicator (KPI) to manage and track performance against, and (3) there is no “one” owner of CX but rather many roles or people or functions responsible for pieces and parts of it. I’m sure you are familiar with the saying, “If you can’t measure it, you can’t improve it,” and if you agree with that statement, the focus on CX should therefore result in a push toward ways in which CX efforts can be measured for the purposes of improvement—in the eyes of the customer, not the business itself.




Gillette has lost U.S. market share for six straight years. Its share of the men’s-razors business fell to 54 percent in 2016, down from 59 percent in 2015 and more than 70 percent in 2010. This was driven by low cost subscription services Dollar Shave Club, Harry’s Razors, and others. Cost plays an important role in this shift, and quality remains a key element, but experience is a major driver.





Companies that adopt the Customer Experience path need to start by answering the question: Who is the customer? This has grown to be an increasingly difficult question to answer because the definition of what a “customer” is . . . is blurring. It is usually a person, of course, but of late, some companies need to consider that a customer could also be a thing (refrigerator, piece of machinery, a chatbot, etc.) or even a place (household, automobile, hotel). Gartner predicts that by 2018, six billion connected things will be requesting support. Think about it this way: soon your automobile will not only be able to let you know it needs its oil changed, but it could drive itself to the local auto mechanic to get it done—while you are working. Today, your smart appliances can reorder supplies when needed, like your washing machine knowing it has done twenty-five loads and needs more laundry detergent, or it has been ninety days since you replaced your air conditioner filter so the manufacturer just sends you a new one when it’s time. While in all of these examples the machines are still serving people and operating to serve their needs, this changes the business-customer relationship in a profound way.


Furthermore, you have to consider: Are customers the same as buyers? Not necessarily. Keeping with the above examples, who or what is the customer—and who or what is the buyer—and who or what will be requesting support or service? Bottom line: the level of complexity between a company and its “customer” is actually getting worse, not better, especially when it comes to closely monitoring and managing the experience someone has with your brand.


WHAT’S GOOD FOR THE GOOSE IS GOOD FOR THE GANDER




The Japanese proverb Omotenashi ([image: image]) can be translated to “The customer is always right,” but many in Japan will prefer the literal translation of “The customer is god.”





With the advent of social media, smartphones, and the Internet, consumers are more informed and demanding than ever of the business-to-consumer (B2C) brands they interact with. Many B2B brands make the mistake in thinking that all the hype around CX is only applicable or valuable to B2C companies. That couldn’t be further from the truth. You must remember that B2C customers, the ones who are more demanding and informed, bring the same expectations and purchasing habits into their workplace. Because of this, there are a lot that companies can learn from B2C companies and apply in a B2B environment.


Being on the Customer Experience path, and using it as a differentiator and an engine for growth, has proven to be a successful strategy for brands like Zappos, Nordstrom, Virgin Airlines, and Starbucks. Yes, each of them is a B2C company, but it doesn’t mean that thousands of B2B companies haven’t shown up in Las Vegas at the Zappos campus to attend the “School of WOW Customer Service Training.” They don’t care that Zappos is a B2C company. What they care about is upleveling the way they deliver customer service to improve overall CX.




Whatever you do, do it well. Do it so well that when people see you do it they will want to come back and see you do it again and they will want to bring others and show them how well you do what you do.


—WALT DISNEY





Today, some companies simply consider themselves “B2E” or “business to everything/everyone” to get out from under this long-standing B2B versus B2C distinction and focus on what really matters: the customer.


Make no mistake: regardless of what industry you are in or what segment you serve, there is no way around this. Becoming a customer-led company, one that is obsessively focused on customers and their experiences with a brand, isn’t just one of the ten growth paths, it is the growth path that must become the foundation for each subsequent path. That is exactly why I made it the first one in Growth IQ. Think of it like this: in order for a company to use the Customer Experience path as a growth enabler, CX must become the “nucleus” that sits at the intersection of all business units, all functions, all decisions, all employees. Everything.


While the Customer Experience path may ultimately be the most rewarding of the ten growth paths, especially for the customer (after all, who wouldn’t want to have the loyal customer bases of Southwest Airlines, Shake Shack, Starbucks, Disney, Amazon, Apple, or Sephora?), it is also often one of the most difficult to pull off. Transforming customer experience requires complete company buy-in. Each employee must understand his or her role in delivering the product or service to the customer. From the accountant to the cleaning crew, everyone plays a part. Everyone.


For some companies, transforming CX requires modest adjustments. For others, the aspiration may mean, at least in the short term, that they need to reevaluate all aspects of the business. Either way, it must first start with the willingness to make the shift. Then, and only then, will it translate into an overall mission—a “true north” for the company to rally around.
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SEPHORA


A BEAUTIFUL EXPERIENCE




In today’s retail environment, where very little is constant and clients’ expectations are ever-evolving, one thing has remained true for SEPHORA: there is no better way to create meaningful connections with clients than through personalized experiences and a customized approach to beauty.


—CALVIN MCDONALD, president and CEO of Sephora Americas





THERE SHOULD BE NO QUESTION that there has been a distinct shift in buyer behavior over the past decade. We only need to look at our own shopping habits to confirm that. Smaller-format and more experience-oriented retailers are beginning to hold their own against the larger stores.


One of those companies redefining retail is Sephora, which has been a trailblazer in the beauty (retail) industry for decades. In 2016, it gained market share across all regions and recorded double-digit growth in both revenue and profits. More than a hundred stores were opened in 2016 and it has opened seventy new stores in the United States in 2017 alone.


From its early days, Sephora has been focused on inventing new ways to make the beauty shopping experience fun and engaging for its customers. Originally, it didn’t sell anything but other companies’ products. So, what made them so unique? Many would say it wasn’t what they sold but how they sold it—and how their customers felt when they engaged with the brand and its employees. There should be no question that Sephora has been on, and continues to be on, the Customer Experience path as it pursues additional growth opportunities.


Sephora was among the first beauty retailers to organize stores by product instead of brand, launch an e-commerce platform, launch native mobile apps, utilize data from its Beauty Insider (loyalty) program to send personalized communications and recommendations, integrate with Pinterest, use advanced technology such as beacons in stores, introduce mobile point-of-sale (POS) systems . . . the list is long.


Its newest concept, the Sephora Studio, a smaller store concept with high-tech beauty upgrades, pushes the CX envelope even farther. Research found that 43 percent of consumers would pay up to 10 percent more for a personalized shopping experience, and brands that create personalized experiences by integrating advanced digital technologies and proprietary data for customers are seeing revenue increase by 6–10 percent—two to three times faster than those that don’t. That’s great news for Sephora, which, according to the Sailthru first annual Retail Personalization Index, provides the most personalized customer experience in the beauty business. It’s therefore no surprise that between 2010 and 2017, Sephora’s U.S. revenue was expected to grow at 10 percent per year, far outpacing industry average.


EXPERIENTIAL RETAIL


Consumers haven’t disappeared, and they are not spending less: their tastes (the market context) have changed. The always-on economy allows consumers to vote not only with their dollars but with their ongoing loyalty. Sephora does not want to be another store where customers go to just buy something. Instead, it aspires to be more like a community of like-minded people where anyone can learn, try, and play with its vast array of products.


When you think of innovation in cosmetics and beauty products, you typically picture clever new brand names, creative packaging, arresting point-of-sale images, and celebrity endorsements. But Sephora, founded in Paris in 1969 and now owned by luxury conglomerate LVMH, is a very different company.


Named after the most beautiful wife of Moses, the company has leveraged its masterful ability to expand into new markets (Market Acceleration), innovate new beauty products (Customer and Product Diversification), and develop both digital and mobile platforms (Optimize Sales), all with a comprehensive and pervasive focus on CX to become one of the world’s largest beauty retailers. This willingness to innovate with products and the way it engages with its customers has defined the company from the beginning.


In its early days, Sephora, and its entrepreneur CEO, Dominique Mandonnaud, recognized that the context of the beauty business was changing from boutiques to large, multiproduct stores and from small lot production of a finite number of items to vast catalogs of increasingly consumer-defined product lines.


Mandonnaud also was one of the first to recognize the increasing interconnectedness of discrete industries, such as cosmetics and perfumes, into a more monolithic “solutions”-oriented industry called “beauty.” Thus, the history of Sephora is the story of how Mandonnaud and those who followed him combined these different businesses and turned them into interactive (and eventually digital) customer experiences.


Sephora’s ascent has a great deal to do with its unique approach to merchandising and the experience it wants its customers to have while shopping. The store’s fluid layout allows shoppers to bounce from brand to brand and product to product with little effort.


One of Mandonnaud’s first product innovations was what he called “assisted self-service”—essentially meaning that, unlike the rule at other cosmetics stores of the era, he let customers actually try products before they bought them. He used it to sell more products to existing customers (Customer Base Penetration), attract new customers (Market Acceleration), and further Optimize Sales. Needless to say, this concept was copied and has since swept the world of beauty retailing. Sephora led the charge on changing the brand loyalty paradigm away from the old model toward a “try-more-buy-more” proposition.


The first sign that Sephora was going to do something new came in 1999, right at the peak of the e-commerce boom, when the company announced its first online store (Market Acceleration), targeted at the U.S. market. As the Internet matured, a new kind of retailing emerged, one in which consumers were increasingly interested in the experience they had with brands online.


In an era when almost every other beauty product company was still selling its products in supermarkets, drugstores, and pharmacies, such a move was unorthodox, even somewhat shocking. Indeed, many of Sephora’s competitors didn’t take the same step for another decade—giving it a big head start. Beyond the significant first-mover advantage it may have had in the market with many of these things, you have to remember that just because a company copies something another company—maybe even a competitor—does, it doesn’t mean that company will enjoy the same results. It was the combination and sequence of multiple things—growth paths—that made Sephora successful.


In 2006, the ever-innovative Sephora once again was pushing the envelope when pursuing the Customer Experience path. It wanted to get closer to an entirely new set of customers—those who weren’t interested in patronizing an exclusive beauty and cosmetic store. It began by opening small—typically fifteen hundred square feet—“pop-up” stores inside JCPenneys in the United States. By the end of 2017, there were nearly 650 of them in operation, covering 75 percent of all JCPenney stores.


This combination of the Customer Experience path and the Partnership path provided the ability for customers to purchase Sephora online and pick up their order at a JCPenney store the same day—ultimately meeting the customer’s expectations for accessibility and convenience. Since its initial launch, JCPenney has “significantly expanded” the assortment of Sephora products it carries online. The department store also revealed that it would soon add a feature that would enable customers to book makeovers with Sephora beauty consultants in its stores. This partnership went against the standard view that the era of brick-and-mortar retailing was over, or even that competitive retailers could lean into the Co-opetition path to serve a common customer. Was this successful? During the November–December (2017) period, JCPenney posted a 3.4 percent sales increase as home, beauty, and fine jewelry led the store.
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We constantly challenge ourselves to discover new and better ways to make the customer experience even more inspiring.


—CHRISTOPHER DE LAPUENTE, chairman and CEO of Sephora





Crucial to Sephora’s success was the sequence in which it struck these partnerships, launched its own initiatives, and worked with previous competitors. A large part of what allows Sephora to continue to find growth opportunities while others may struggle is the usage of the data it collects. From point-of-sale machines, loyalty programs, online purchases, and social media campaigns, Sephora’s ability to learn what its customers want and what they may want in the future helps it stay ahead in delivering a compelling customer experience over time, resulting in repeat and loyal customers. It isn’t just about personalizing the shopping experience, both online and off-line, that gives Sephora a significant CX advantage; it goes way beyond that. From its Beauty Tip Workshops, Color IQ, data collection and analysis, and augmented reality, Sephora isn’t afraid to try progressive, unproven ways to continue to drive repeat purchases, loyalty, and growth.


Don’t let current success cloud your judgment and make you complacent. Finding strong success in one market or customer base doesn’t mean it’s the only one. Case in point, Sephora learned that there are two different types of beauty products customers: those who know what they want and those who want to try the items first, which meant that even as Sephora was showing strong growth on its own and through its partnership with JCPenney, it began selling its products on Amazon, once again using the Co-opetition path to serve its common customers better. Whether it is in its own branded retail storefront, in a pop-up in JCPenney, or via (an online) partnership with Amazon, when it comes to growth, nothing is off the table if it meets customer expectations and satisfies pent-up demand—and most definitely if it helps deliver an even more compelling CX, Sephora is in.




SEPHORA:


KEY TAKEAWAYS


■   A company that is founded with a deep commitment to CX, has executive support, and has the required investments in place has a much easier time pursuing, even doubling down on, the Customer Experience path as a growth engine—especially over those companies that approach CX as an ad hoc nice-to-have. The former may find themselves having to make minor adjustments along the way, whereas the latter will need to make significant changes in people, systems, processes, and culture regarding the Customer Experience growth path.


■   Keeping the human and technical investments in balance is what makes Sephora’s pursuit of CX so effective, especially for younger shoppers who are increasingly seeking a compelling and different CX.


■   Take advantage of big data, analytics, and CRM systems to identify and engage with your most loyal customers. Those most-valued shoppers can be engaged at a deeper level with relevant educational content, personalized promotional offers, and other messages that nourish positive brand sentiment.











[image: image]










SHAKE SHACK


RADICAL HOSPITALITY




We’re not in the hamburger business; we’re in show business.


—RAY KROC, “Founder” of McDonald’s





SINCE 1919, WHEN A&W HIT the scene, and then White Castle (1921) and then McDonald’s (1940) and then Kentucky Fried Chicken (1952 . . . known as KFC since 1991), there has been no slowdown in the number of fast-food restaurants opening around the globe, nor in the intensity with which they compete with one another. After all these years, one could surmise that fast-food restaurants continue to compete on product (what food they sell) and price. However, the traditional fast food many of us (over the age of forty, anyway) grew up with is evolving—due in large part to the context of the market changing.


There are two notable shifts to consider: One, consumers becoming more conscious of what they’re eating and demanding food that is healthier, less processed, locally sourced, and better tasting; and Two, as well as customers wanting a “restaurant-like experience” at a more reasonable price point. Those two things have opened the door for new competitors to enter the fray and battle for fast-food dollars. Enter “fast casual,” a new genre of restaurant that emerged with Panda Express in 1983, which was worth $47 billion in 2016, and is leading the restaurant sector when it comes to growth in 2017.


One of the brands taking advantage of new market context and customer demands is Shake Shack, the brainchild of Danny Meyer. Shake Shack had humble beginnings. It started in 2004 as a hot dog cart in Madison Square Park in New York City—part of a community art project. It quickly became so popular that it received a permit to open a permanent kiosk, expanded its menu, and consistently drew a line of customers forty-five minutes long.




You may think, as I once did, that I’m primarily in the business of serving good food. Actually, though, food is secondary to something that matters even more. In the end, what’s most meaningful is creating positive, uplifting outcomes for human experiences and human relationships. Business, like life, is all about how you make people feel. It’s that simple, and it’s that hard.


—DANNY MEYER, CEO of the Union Square Hospitality Group





Meyer set out to combine the leading CX and product quality of his other higher-end restaurants (especially the meticulous way it produces its beef and sources its products locally), all while serving its food in the fast-casual concept. Similar to Dominique Mandonnaud, the founder of Sephora, everything Meyer did was rooted in the CX above all else, which puts the company squarely on the Customer Experience path—CX has been part of the company’s DNA—its true north for success since its inception.


SHAKE SHACK’S PHILOSOPHY RUNS DEEP


Meyer believes that 49 percent of CX comes down to food, “which is more or less service.” But the other 51 percent is made up of thoughtful things you do—the customer service and enlightened guest hospitality. In other words, it’s people. To ensure Shake Shack stays on track, it uses real-time feedback (providing comment cards, roundtable discussions, and monthly dining vouchers for its staff) to deliver a consistent dining (customer) experience. Nothing is off-limits, and no detail is too small to consider improving.
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Shake Shack’s entire philosophy with CX is centered on putting its employees first as a way of providing both great service and acts of thoughtfulness. Meyer, in his book Setting the Table, said he believes that he can guess what type of experience he will have, in any restaurant or business, solely based on how the staff members “appear to be focused on their work, supportive of one another, and enjoying one another’s company.” Too many companies believe that improving CX requires being hyper-focused on the customer, but Meyer demonstrates that CX can be improved by focusing on the employees as well. John DiJulius, author of The Customer Service Revolution, has said: “Your customers will never be happier than your employees.” Tom Peters (a.k.a. the “Red Bull” of management thinking) tweeted DiJulius’s quote, with the setup: “Says it all.”


Shake Shack might have started out as a Manhattan hot dog cart, but now it has more than 136 locations across the globe, with overseas franchises in cities such as Moscow, Dubai, Istanbul, and London. As it expanded both domestically and internationally (Market Acceleration path), the fact it had a loyal and vocal (via social media) customer base validated its strong brand commitment to CX and inspired people to give Shake Shack a try. Its dedication to quality and customer service bucked stereotypes of traditional fast food, the notion that fast food had to be precooked or even prepared quickly in favor of quality ingredients and CX. Shake Shack spends barely any money on marketing, instead focusing on the quality of food and the hospitality of its employees to create “raving fans” of the brand. This focus has helped Shake Shack stay popular in an era where diners have far more “fast-casual” choices.


Randy Garutti, Shake Shack CEO, said to a roomful of its employees at the opening of its sixty-sixth Shake Shack in Boston, Massachusetts, in 2015: “Put us out of business because you are so damn generous with what you give the people who walk in this door. If there’s a kid crying, who’s going to walk over with a free cup of custard? I challenge you to put us out of business with how generous you are. Go do it. Give away free stuff.”


I go back to what I said at the beginning of this chapter: customer experience isn’t a “nice to have,” an afterthought, something you occasionally do—it must become part of your company’s DNA, its true north, especially if you want to pursue the Customer Experience path as a way to grow your top-line revenue. For Shake Shack, this isn’t merely about the occasional things its employees do—it’s who they are.




SHAKE SHACK


KEY TAKEAWAYS


■   Be open to suggestions from anywhere. Shake Shack is a firm believer in customer feedback, providing comment cards, roundtable discussions, and monthly dining vouchers for its staff, to use real-time feedback to ensure a consistent dining (customer) experience.


■   If you are going to pursue the Customer Experience path, you must ensure your employees are part of the equation. It is no coincidence that many companies who excel at CX also top “Best Places to Work” lists. Happy employees give you a much better chance to have happy customers.


■   A compelling customer experience isn’t about just one thing—it’s a combination of many things. You have to have great, or at least good enough, products. You have to have happy employees. You must be able to track and respond to customer sentiment. You must be consistent. And if you don’t get it right, own up to it, fix it, and move on!











[image: image]










STARBUCKS


LOSING THE SOUL OF THE PAST




The damage was slow and quiet, incremental, like a single loose thread that unravels a sweater inch by inch.


—HOWARD SCHULTZ, former CEO of Starbucks





STARBUCKS IS NOT ONLY ONE of the biggest and best-known brands in the world and a worldwide leader in coffee, but it also has an industry-leading Net Promoter Score (NPS) of 77 against an industry average of 40 in the fast-food category where it competes. So you might be surprised that I’ve picked it as a case study in “how things can go wrong” in Customer Experience. But suspend your disbelief for a moment and just stay with me here for a minute.


Consider the story of Starbucks Coffee in its darkest days. When you think about Starbucks, you usually look at either its explosive beginnings—from a tiny “second-generation” coffee pioneer emerging out of Pike Place Market in 1976, to leading the artisanal era of adult beverage drinking in the twenty-first century; or its current world dominance—with twenty-five thousand cafés around the world and nearly $20 billion in annual revenues.


What is often forgotten is that, beginning in 2007, Starbucks was a company in trouble, its stock tumbling, competitors challenging on every front, and both customers and employees exhibiting declining loyalty and morale. The cause? Ironically, the greatest success story of the coffee age had lost, well . . . its soul. It had actually grown too fast and, in doing so, put a tremendous strain on the entire organization. It failed to understand its customers’ relationships with its coffee and the experience they had come to expect with the brand.


Every day, coffee drinkers around the world make a decision on whether they are going to make their own at home or stop someplace and spend their hard-earned money. It’s not very likely that Starbucks is going to be your least expensive option, so keeping customers coming back again and again even while spending more money requires a highly differentiated and unique experience—and losing sight of that can be reason enough for a growth stall.


A TRIFECTA: NOT ALL GROWTH IS GOOD GROWTH


Between 1987 and 2007, Starbucks opened an average of two locations each day, an increasing percentage of which (currently one-third) were outside the United States. In time it was hard not to find a city or large town anywhere in the developed world that didn’t have at least one Starbucks location. As for the stores themselves, part of the appeal was that they were uniform in decor and designed to offer a warm haven both for people on the road and locals looking for a comfortable place to enjoy a cup of coffee, socialize . . . and enjoy free Wi-Fi.


When Howard Schultz stepped down in 2000 after a thirteen-year run as CEO, he assumed the role of chairman, with the mission of focusing on the company’s global growth strategy. At that time, Starbucks had only twenty-eight hundred stores, including 350 Starbucks locations outside the United States, and earned roughly $2 billion in annual revenue. Under Schultz’s replacements, Orin Smith and then Jim Donald, Starbucks embarked on a trifecta of efforts. Business exploded, and there was no question Starbucks was in hyper-growth mode.


It pursued the Market Acceleration path with store count tripling to nine thousand locations. It more than doubled its revenue to more than $5 billion in fiscal 2004. By 2007, the company had roughly thirteen thousand locations worldwide. In combination with Market Acceleration, Starbucks also pursued the Product Expansion and Customer and Product Diversification growth paths—adding snacks, healthy food, CDs, gifts, and other retail items designed to further monetize its customers.


Isn’t that amazing? Isn’t all growth good growth? Well, not really. Unfortunately, although Starbucks was seeing top-line growth, all that growth came with an unexpected price tag. The rapid pace of change, explosion of product offerings, and store openings (with little consideration for letting the employees absorb all the changes and analyzing the impact of those changes to CX) managed to alienate just about everyone . . . existing loyalists and new customers alike.




GROWTH STALL: when companies find themselves in a revenue slowdown, resulting in flat to no growth or, worse yet, negative growth. A company may be entering a growth stall when it has two consecutive quarters of lower revenue or profit compared to the prior year.





RETURN TO THE SOURCE


Starbucks found itself in a full-blown growth stall. Howard Schultz saw a disaster coming and wrote a memo to then CEO Jim Donald, predicting that if the situation didn’t improve, Starbucks would eventually disappear. When the media got hold of the memo, Starbucks’ stock, already falling, slumped even further—until by the end of the year it had lost nearly half of its value. The board fired Donald and asked Schultz to once again take over the role of CEO.


For most companies, the timing of this disaster would have been the worst possible news, as the entire world economy was itself tipping over into the Great Recession. But for troubled Starbucks, it was the perfect moment to stop and then hit the reset switch. That’s exactly what Schultz did. It helped that the day he returned to Starbucks the stock market showed its confidence in him, boosting Starbucks stock by 8 percent.


Schultz returned as Starbucks CEO in 2008, saying: “The most serious challenge we face is of our own doing,” and, “We became less passionate about customer relationships and the coffee experience. We spent time on efficiency rather than the experience.”


Within a week of Schultz returning as CEO, he became laser focused on shifting Starbucks away from bureaucracy and back to its customers. He wanted all employees to put themselves in the shoes of their customers. The battle cry became: “Live and breathe Starbucks the way our customers do.”


Schultz set out to determine the cause of the growth stall. His approach was similar to Danny Meyer’s, who believed in a strong feedback loop with customers and employees. Schultz’s first step was to ask Starbucks customers and employees to e-mail and tell him what was wrong with the company, how it had lost its way. Within days he had received more than five thousand e-mails—and he took in all the complaints. He also called individual Starbucks stores across the United States and queried them about their problems.


Two of the biggest complaints Schultz heard were that the quality of Starbucks coffee was uneven and that many of the company’s baristas didn’t seem sufficiently competent to brew a good cup of coffee. It’s important to note here that Starbucks charges a premium for its coffee, so if you get a subpar cup of coffee for that premium, you aren’t only failing yourself and your employees—you are failing your customers.


In response, in an extraordinary moment in modern business history, in February 2008 Schultz closed more than seven thousand Starbucks stores—in a single shot—all across America for three and a half hours to retrain its baristas in the “art of espresso.” The company lost an estimated $6 million that day—but the blanket coverage of the event by the media perfectly conveyed Starbucks’ newfound commitment to quality and experience. And, thanks to the training, the company’s product did improve markedly, giving it a chance to regain its former glory, one customer at a time.




Your premium brand had better be delivering something wonderful, or it’s not going to get the business.


—WARREN BUFFETT
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THE SMALLEST DETAILS COUNT


As I’ve said a few times the experience customers have isn’t one thing—it’s the combination of many things. But sometimes it’s the smallest things that can make the biggest impact. Starbucks had unknowingly abandoned its focus on CX. Had they consciously kept CX as a key part of their growth strategy, it might have restrained them from the overzealous acceleration/expansion that ultimately diluted their brand. In all, Business Insider listed nineteen different actions Schulz made in turning Starbucks back around (a sample of which is below).


There was no quick fix—no single thing that could help Starbucks course-correct. It took Starbucks two years to reset itself and find its true north again. In 2010, Starbucks had more than $10 billion in revenue and employed 150,000 people. Starbucks came out of its hard times, its growth stall, stronger than ever. From January 8, 2008—the day Howard Schultz took back the corner-office duties and decided to double down on CX and not compromise on the soul of its business—through April 2017, when he became executive chairman, the stock’s total return was 551 percent. Does focusing on the customer pay off? I would say, in this case, yes!




Key Actions Spearheaded by Howard Schultz


[image: image]   Starbucks closed seventy-one hundred U.S. stores for three and a half hours to retrain its baristas on how to make the perfect espresso. It lost $6 million that day.


[image: image]   Schultz invited people to e-mail him directly—he received five thousand e-mails.


[image: image]   The company replaced all of its outdated cash registers and computers for faster service.


[image: image]   The company replaced all of its espresso machines with the Mastrena, a sophisticated Swiss-made machine.


[image: image]   The company created a customer rewards card. In five months, customers had loaded $150 million onto the cards.


[image: image]   The company rolled out a new design for all of its stores.


[image: image]   The company nixed heated breakfast sandwiches from the menu because the smell was overpowering the smell of the coffee.


[image: image]   The company required baristas to grind the beans in the stores. Any coffee that had been sitting more than thirty minutes was to be tossed.


[image: image]   The company launched “My Starbucks Idea” to help increase its focus on customers and what they wanted. By 2013, it had generated more than 150,000 ideas and had implemented 277 of them.







STARBUCKS


KEY TAKEAWAYS


■   You must combine growth paths in the right sequence and pace so as not to damage the momentum you’ve been able to achieve from other path(s). If you jump from one path to the other too quickly, you aren’t able to pause and reflect on the results. Were they what you expected? Did they provide the boost you were looking for? Similarly, doubling down on a path too quickly—or worse, killing a path too quickly when all it needed was a bit more time to take hold—can damage growth.


■   There is an interconnectedness among the growth paths chosen, and sometimes the unintended consequences of decisions made in isolation can negate all of the momentum other growth paths provide. The company pursuing the most growth paths is not automatically the winner.


■   Even if you have historically been extremely effective in maximizing performance on a particular growth path, that doesn’t guarantee future success.


■   No growth decisions should damage the most important sources of sustainable, profitable growth: loyal and satisfied customers and happy and inspired employees.







PUTTING IT ALL TOGETHER




It is not the employer who pays the wages. Employers only handle the money.


It is the customer who pays the wages.


—HENRY FORD





CUSTOMER EXPERIENCE CAN BECOME A vital part of almost every successful company, which is why it is such a powerful path when pursuing growth. But navigating a successful Customer Experience growth path can be a long, often confusing endeavor: long, because your relationship with customers can evolve over years, and confusing, because it is constantly changing and evolving and on some occasions counterintuitive—most of it now controlled by the customer and not you. In other words, you have the most control over your destiny by having the least control over what your customers actually do with you.


WHAT WORKS—AND POTENTIAL PITFALLS


Often, I think of companies experiencing a growth stall as a massive Undercover Boss experiment. If you haven’t watched the show, Undercover Boss is a reality television series in which each episode follows a person who has an upper-management position at a major business going undercover as an entry-level employee to discover what’s really going on in a company—both good and bad. There rarely is an issue uncovered on the episode that isn’t painfully obvious once the CEO or other executive actually experiences (sees it with their own two eyes) what their employees and customers must deal with on a day-to-day basis.
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