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What is this paper about and  
how is it organized?
Customer centricity is an evolving vision for companies shaped by the 

increasing influence of the customer  When we began our research we 

observed that the evolution from a supplier-centric past to a customer-

centric future required structural changes to the business and a greater 

recognition of the strategic risks along this journey   

The primary goal of our research is to provide a definition and framework 

for customer centricity and set the stage for more in-depth discussions  

on the specific strategies and tactics in future publications  While no 

single company exemplified a complete customer-centric vision, some  

are clearly further along the journey than others in addressing the 

structural changes required and there are lessons to be learned from 

these innovative companies  

This paper captures our research to date with key observations and 

perspectives organized as according to the following series of discussion 

questions:

www.scrm.intelligence.marsh.com
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1. Executive Summary

What does it mean to be customer-centric?

Customer centricity, in the simplest terms, means putting the customer 

and their expectations at the center of the business model and aligning 

the rest of the business processes around this core constituent  This 

concept is captured via the illustration in Figure 1:

Figure 1: Business Processes Perfectly Aligned with Customer Expectations 
All figures in this report are presented for illustrative purposes only.

When customer expectations change (i e , when the center moves), the 

concentric rings which represent the core business processes have to be 

realigned to fit, as shown in Figure 2:  

Figure 2: Changing Customer Expectations Require Realignment

In industries like retail, consumer goods, wireless telecommunications, 

etc , where customer expectations (the center) are a constantly moving 

target, realigning the business processes (the rings) in a timely manner  

to meet the revised expectations of the customer is a major challenge 

What was the focus of our research?

Given the expansive nature of the topic, we made the following 

assumptions to identify the scope of the first phase of our research effort:

While customer expectations can change for any number of reasons,  �

successful companies are highly motivated to respond by closing the 

competitive gaps when they do change  In other words, our research 

was not focused on the specifics of why customer expectations changed 

in any particular market segment, but rather on how to respond or 

adapt when they changed 

Given that the focus was on adaptation, we looked at what may prevent  �

a company from (a) sensing changes in customer expectations, and (b) 

responding in a timely manner 

Customer is at the center
of the business model… 

…and ALL core business 
 processes are aligned
around the customer.

When customer
expectations change…

…the business processes
must be realigned.
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Next, we looked to evaluate the following hypotheses and framework:

Customer centricity generally requires a company-wide effort because  �

it is about winning and keeping the right customer by creating the 

right experiences using the right products and/or services that are 

delivered consistently and profitably using the right value chain assets 

(including people) 

Successfully delivering the “Customer Bill-of-Rights” across functional  �

and departmental silos is typically dependent on a set of critical 

linkages which should be realigned as customer expectations change  

These critical linkages represent strategic risks to successful adaptation 

when customer expectations change  In essence, failure of one or more 

critical linkages may eventually lead to customer churn (i e , risk of 

customer defections) 

Figure 3 shown below captures the above hypotheses by illustrating how 

the four major components of Marsh’s customer centricity framework is 

designed to be aligned with the customer’s expectations:

Figure 3: The Four Major Components of Marsh’s Customer Centricity Framework

The four components of the framework correspond to a set of core 

capabilities which constitutes a business platform for customer centricity  

Although different parts of the platform may be owned and operated  

by partners, it is ultimately the responsibility of the enterprise that is 

making the brand promise to orchestrate all the components to profitably 

deliver on that promise 

Right Product
Right Service

Right Person
Right Time
Right Cost
Right Location
Right Quantity
Etc.

Right Experience

…a “Bill of Rights”

For the Right Customer…
Customer Expectation

Product / Service

Value Chain (Assets)

Customer Experience
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Who did we interview for this research?

We interviewed executives in leadership positions in sales, customer 

service, operations, etc , as well as gathered secondary research material 

across a broad range of industries including retail, high tech, consumer 

goods, food, banking, logistics, and telecommunications  To encourage a 

candid discussion of potential gaps in customer centricity, the interviewees 

were assured that companies would not be identified by name unless 

agreed upon or when referring to material already in the public domain  

What were the key takeaways and 
recommendations?

While the framework resonated with the interviewees, each discussion 

touched upon different aspects of customer centricity as it related to 

their business  The common threads that emerged from our research 

thus far can be summed up as follows:

Customer loyalty is based on overall experiences, and not just products   �

and services—Rising customer expectations are forcing companies to 

reexamine their offering as experienced from the customer’s point-of-

view  And that view often reveals a need to orchestrate a set of disparate 

events across a multitude of customer touch points, which represents 

both a risk and an opportunity for the enterprise  

Inertia in large enterprises is the single biggest obstacle to adaptation � —

Inertia diminishes a company’s sense-and-respond capabilities  Inertia 

on the demand side makes companies insensitive to changing customer 

expectations which may lead to complacency  Inertia on the supply  

side typically leads companies to underestimate the time required to 

realign their processes and respond to the new expectations of the 

customer  Typically, the larger the enterprise, the greater the inertia of 

the system where companies become a victim of their own success  

Seeing the customer point of view requires a fresh perspective � —Listening to 

the customer without bias is not easy  A shift in customer expectations 

starts off as an anomaly or “outlier” that marketing is trained to ignore  

An emerging group of companies (often niche players across a number 

of segments) are succeeding at reinventing the customer experience 

because they are starting with “a clean sheet” approach that is not 

encumbered by the existing paradigms, practices and infrastructure 

that create inertia 

Customer service is not the same as the customer experience � —While 

customer service is the responsibility of the customer facing functions, 

the customer experience is the responsibility of the entire company  

Customer service is about the process at the customer touch points 
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whereas an experience is about a customer’s desired outcome  So long 

as the process continues to deliver the desired outcome there is no 

disconnect  But all too often, companies fail to sense the gap between 

the two until it is too late 

People and culture emerge as a critical variable across companies that are  �

widely recognized for delivering an experience—The companies we reviewed 

share a philosophy that puts people at the core of their “DNA” for success  

They emphasize building a customer-centric culture (which goes beyond 

building customer-centric processes) as the key to a sustainable approach 

for designing and delivering customer experiences in a highly dynamic 

business environment  

Orchestrating the customer experience is the #1 execution challenge according  �

to our research for customer centricity—Current processes and systems 

are order-centric but a customer order is just one element within the 

customer experience continuum  Thus, delivering a perfect order does 

not necessarily guarantee customer loyalty when the performance 

metric from the customer point-of-view is a perfect experience  This 

expanded scope requires organizations to rethink and reassemble their 

structure in order to deliver the higher level of orchestration  However, 

this is a major undertaking because current processes and systems  

are architected around individual products (Bill-of-Material) and 

services (Bill-of-Process) and not around the customer experience  

(“Bill-of-Experience”) as shown below in Figure 4:

Figure 4: A “Bill-of-Experience” Focuses on a Higher Level of Orchestration

CUSTOMER

“Bill-Of-Experience”

“Bill-Of-Material/Process”

#1 #2 #3
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Complexity of transformation effort/vision appears to correspond to level of  �

CEO involvement—While we do not have enough data yet to conclusively 

state that direct engagement of the CEO is critical to success, it is hard 

to imagine overcoming the challenges ahead without CEO support  

However, within those companies that are succeeding, we observed 

that the CEO plays a visible role in evangelizing the customer centricity 

vision and in others it is deeply ingrained in the culture where the CEO 

role is less apparent but no less effective  
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2:  Getting serious about  
customer centricity

The irony of customer centricity is that while it is intuitively simple, few 

companies are actually good at it  As a mindset, customer centricity is 

often taken for granted because many companies assume they are 

sufficiently customer-centric so long as customers keep doing business 

with them  But as customers expect more and change their minds even 

more often, the risk of not being able to adapt increases as the time 

required to respond gets more compressed 

Why does customer centricity require constant 
focus?

“Only the paranoid survive.”  
– Andy Grove, former chairman & co-founder, Intel 

The basis for differentiation in business is not static because advantages 

erode over time as competitors strive to close the gap  When the 

competition moves beyond a tipping point, even industry leaders can find 

themselves in a reactive posture because of the time typically required to 

build up a competitive advantage  Examples can be found in industries 

like retail, personal computing, and automotive where former industry 

leaders find themselves in a situation where the competition has pulled 

ahead in terms of product innovation (e g , hybrid cars) and process 

innovation (e g , supply chain efficiencies )  

While continuous innovation is important to sustain differentiation, one 

of the most compelling arguments for customer centricity is that 

ultimately it’s the customer who decides whether that innovation is the 

new basis for differentiation  For example, the market for MP3 players 

may be much smaller today if it weren’t for the maturation of online 

music services that made it easy to browse and download individual 

songs  In this case, the hyper growth phase took place only after both the 

device and the online service had matured to a point when both of these 

components met the customer expectations of an integrated experience  

Whose customer is at the center?

To be sustainable, customer centricity can require that you look beyond 

your immediate customers and suppliers, and thus an end-to-end view is 

important  Since the end-consumer is the ultimate source of change, we 

need the ability to sense these changes while our ability to respond can be 

determined by one or more tiers in the upstream value chain  
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For example, in the wireless telecom value chain the ability to deliver a new 

type of capability to a particular segment of subscribers might ultimately 

depend on the technical specification of a chip from a semiconductor 

manufacturer 2-3 tiers upstream as shown in Figure 5  

Figure 5: The Ultimate Customer or End-Consumer Must Be at the Center

In this example, both parties are motivated to look beyond “the four  

walls of their business ” The carrier must monitor the supply base for 

suppliers whose components enable a differentiated service, and the chip 

manufacturers need to ensure their products address the latest consumer 

trends and demands  

Collaboration across the ecosystem has been steadily increasing as 

companies recognize that their inability to respond quickly results in a 

lose-lose situation for all parties  In fact, companies upstream in the 

supply chain are starting collaborate across multiple tiers to closely 

monitor end-consumer trends to improve the forecast “fidelity” by getting 

closer to the original source of demand  The outsourcing trend has  

also underscored the importance of design collaboration across value 

chain partners 1

Is CEO involvement key to customer-centricity?

Our research showed that the executive leadership is involved to varying 

degrees in customer-centricity initiatives  Within those companies that 

looked to differentiate themselves in terms of the customer experience, it 

was not uncommon to find the CEO playing an active (or leading) role for 

customer centricity  Furthermore, we also observed that companies that 

fared well in the University of Michigan’s American Consumer 

Satisfaction Index for 2007 also show correlation between direct CEO 

involvement and customer centricity 

There are practical implications for why CEOs need to get actively 

involved in customer-centricity initiatives: 

CarrierEquipment
Vendor

Component
Supplier

Chip Mfr/
Wafer Fab

End-consumer
(Subscriber)

How quickly can you 
sense-and-respond?
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If a company is truly serious about meeting the rising expectations of  �

the customer, then the CEO as the leader and chief spokesperson for 

the business may be required to underscore the seriousness of this 

commitment to win and retain customer loyalty 

Once that commitment is made, it requires CEO involvement to provide  �

continued alignment with the customers’ changing expectations  

Typically, the greater the size and complexity of the business model, the 

greater the inertia that must be overcome in terms of current strategy, 

assumptions, and business practices that impede the realignment  As 

shown in Figure 6 below, the realignment effort spans functional, and 

increasingly, enterprise silos (as a result of outsourcing)  

Figure 6: CEO Involvement Is Important to Effective Realignment

Executing the vision for customer centricity has major implications for  �

culture because delivering an experience (as opposed to a service) is 

essentially about people and relationships  And as the chief steward of 

the organization’s culture, the CEO needs to enable that the vision 

manifests itself in the execution processes and the people in the 

organization  

Right
Customer

Right
Products/Services

Right
Value Chain

Sales, Marketing
& Service 

R&D, Engineering
Human Resources

Operations

Changing
Customer

Expectations

CEO
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3:  Marsh’s framework for  
customer-centricity

What is the framework and how do the critical 
linkages work?

Marsh’s customer-centricity framework has the four major components 

which are linked as follows:

It starts with the  � customer expectation, i e , what the customer really 

wants…

…which is addressed by the  � brand promise during each experience 

which either builds or erodes brand loyalty…

…where each interaction is supported by the company’s  � products and/

or services…

…that are created and delivered using the  � physical and people assets 

in the value chain (that may or may not be owned by the company) 

The alignment of these four components via the critical linkages is 

illustrated and described in greater detail below:

Figure 7: The Critical Linkages Within the Customer Centricity Framework

Each customer segment (potentially) has a special or differentiated a) 

brand promise designed to meet the (minimum) expectations of the 

customer to win that customer’s business 

Each customer, over the course of his/her lifecycle, has a cumulative b) 

set of experiences or interactions designed so that a good or service 

lives up to its brand promise  For example, interaction #1 could be a 

coupon promotion that drives interaction #2 which could be a visit to 

Product A

Product 
Value Chain A

Product B Service X Service Y

Product 
Value Chain B

Service 
Value Chain Z

c

#1 #2 #3 #n

e

d

a

b

Experiences Over Customer Lifecycle

“Bill-of-Experience”
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the store, and finally to interaction #n that could be an interaction that 

involves a service call or a return/recycling scenario 

Each customer interaction can be deconstructed into a “Bill-of-Experience”c) 2 

that shows the composition of that interaction in terms of the products 

(think Bill-of-Material) and/or services (think Bill-of-Process) required to 

fulfill that experience 

The customer’s experience over the lifecycle is supported by a portfolio d) 

of products and/or services (that may or may not be directly owned and 

operated by the brand owner of the customer experience) 

The delivery of these products and/or services is enabled by one or more e) 

value chains/networks (that may or may not be directly owned and 

operated by the brand owner of the customer experience)  Nevertheless, 

how the value chain or network is set up and managed ultimately  

can determine whether the actual experience meets the customer’s 

expectations (right time, place, quantity, etc ) and that the business 

actually made money doing so (right cost) 

What are some of the root causes of customer churn?

When a customer has a negative experience, the risk of defection increases 

and eventually leads to customer churn  Marsh’s analysis of customer-

centric strategies identifies three root causes of customer churn that 

correspond to the critical linkages  Regardless of company size, these three 

root causes must be addressed for customer centricity to be sustainable  

Figure 8: Failure of Critical Linkages Represent Root Causes of Customer Churn

As shown in Figure 8 above, failure in one or more of the critical links 

eventually results in customer churn (i e , risk of customer defections):

Failure to sense changes in
customer expectations...

Failure to design/fulfill
the right “bill-of-experience”

Failure to design/build the
right network and asset base
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 1  Failure to sense risks/opportunities in the “expectations gap”: Customer 

centricity starts with knowing who is the “right” customer/segment, or 

in other words, your core constituency targeted by your brand promise 

that you intend to capture and defend against the competition  To provide 

that the value proposition continues to resonate with the customer, 

companies need to continuously monitor the gap between their brand 

promise and their customers’ present and future expectations  

 2  Failure to design/fulfill the right customer experience (for each segment): As 

consumers become more powerful, they are less interested in specific 

products or services and motivated more by experiences and outcomes  

Thus, creating the right experience involves matching the right 

combination of products and/or services at each interaction throughout 

the customer lifecycle, delivered in a way that is consistent with the 

brand promise  

 3  Failure to design/deploy the right value chain: Last but not least, the ability 

to deliver the right experience to the right customer at the right cost, 

right time, right quantity, and right location, etc  depends on having an 

appropriate network structure in place  This is where generally most of 

the inertia exists because a structural change to the value chain isn’t 

something you can accomplish overnight  Depending upon the degree 

of change, the realignment effort can take months and even years  Too 

often, the response comes too late and subsequently valuable market 

share is lost or worse, the business fails altogether 

Managing these critical linkages can be easy so long as the size of the 

business is small or the product/service is simple  But for large companies 

with several product lines serving diverse customer segments, it is a 

significantly more complex challenge  This is where the concept of a 

platform is important because when designed appropriately it may enable 

the business to address the multi-dimensional challenges of operating in 

a globally-diverse market 

Why is the concept of a platform key to agility?

The term “platform” has different meanings depending on the context  

it’s used  The platform concept most useful to our discussion comes from 

the automotive industry where multiple models are derived off a single 

platform design and a modular architecture can provide significant 

advantages in terms of cost, speed, and quality 

We use the term “business platform” to broadly describe a set of core 

capabilities as they relate to each component of our framework  One 

simple way to determine what type of business platform a company has 

today is to look at whether the brand is associated with a product or 

service  For example, a manufacturer of airplanes can be considered as a 
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product brand where its capabilities, asset base, and innovation focus 

reflect a product-based platform  In contrast, a business that buys the 

airplanes to provide package delivery services can be considered a service 

brand where its capabilities, asset base, and innovation focus reflect a 

process-based platform  

Some companies are leaders at both product AND process excellence   

For example, one automotive manufacturer we looked at excels at product 

innovation through its prowess in platform design which enables it to 

build nine different models off the same assembly line (cost advantage), 

reuse components across multiple models (quality and cost advantage), 

and bring a new (derivative) model to market ahead of the competition 

(speed advantage)  And its legendary manufacturing process is considered 

a the blueprint for lean manufacturing principles that is being adopted 

across many industries  The same principles of platform design or 

modularity can be applied to address the multi-dimensional challenges 

faced by large multinational companies with broad product portfolios 

who are trying to “mass-customize” their global brands 

This automotive leader’s achievements did not happen overnight  They 

are a result of a multi-disciplinary management operations philosophy 

over a multi-year organic growth strategy  It would be rare to find this 

level of design discipline in companies that have grown as a result of 

mergers and acquisitions  In these cases, building a sustainable, 

customer-centric platform may require that you “de-compose” your 

current structure before you can favorably “re-compose” the core 

capabilities at each layer of the framework in order to balance the (often 

conflicting) business objectives of growth, loyalty, variety, flexibility, 

profitability, etc  as shown in Figure 9 below 

Figure 9: Platforms Enable Rapid Adaptation Through Modularity

GROWTH via
� More customer segments...
� More global locations...
� More channels...

LOYALTY via
� Personalized experiences...
� Responsiveness...

VARIETY/FLEXIBILITY via
� More products...
� More services...

PROFITABILITY/AGILITY via
� Right asset base
� Right partner base

How do you “compose” the platform
in such a way that enables...
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Whereas the traditional concept of modularity was successfully applied 

to a product portfolio, we expand the concept across the four layers of  

the framework to enable a modular view of the customer segments, the 

brand promise, the product/service portfolio, and the (virtual) asset base 

that forms the value chain 



Marsh  Research Report | Customer Centricity in the 21st Century | 16 

4:  Strategic risks and challenges to  
customer centricity 

This section summarizes our findings from the interviews and secondary 

research completed thus far  As such, the following discussion should be 

viewed as a progress report that represents a “snapshot” of our thinking 

based on our interviews and secondary research on this topic  While it  

is too early to make any conclusive statements in terms of prescriptive 

strategies or recommendations, we observed a number of common threads 

that underscored the risks and challenges in the customer centricity 

journey ahead 

Inertia is a big obstacle to adaptation in large enterprises as they try   �

to evolve from a product/service perspective to thinking about the 

customer experience because existing practices and processes are 

usually hard to change 

Customer experience and customer service don’t mean the same thing   �

A service is a process that can be managed via a “checklist” approach, but 

this is where companies often stumble when they scale their experience 

or when they applied an existing process model to a new market segment  

Orchestrating a unified customer experience may emerge as the #1  �

execution challenge in a future that is fragmented across customer 

interaction points as well as a global value chain  Solving this problem 

is a major undertaking because the vast majority of today’s processes 

and systems exist at a lower level of coordination  

When building an experience-based platform, people are perhaps the  �

most important part of the “enterprise DNA” for success in the experience 

economy  Not only are people key to adding the “human touch” to the 

experience (at a time when service trends show greater automation), 

people also have a natural advantage over technology-based systems  

in sense-and-respond situations that deal with complexity or require 

flexibility  

The remainder of the section expands on the above points  Again, while 

many of our observations are preliminary, we are confident about our 

research direction and believe it represents a foundation for our further 

discussion on the customer centricity initiative 

How does inertia generally affect the ability to 
sense-and-respond?

(The following discussion focuses on the strategic risks/challenges associated  

with the overall agility of the enterprise in quickly adapting to changing business 

conditions.)
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Like any living organism, a business system needs to be able to sense and 

respond to changes in order to adapt and survive  In many cases, inertia  

is a big obstacle that may prevent the business system from (a) sensing a 

risk or opportunity gap; and (b) responding by either closing the risk gap 

or exploiting an opportunity gap  

As every company scales its business, inertia also grows in proportion 

and manifests itself in one or more components of the framework as 

shown in Figure 10 below  For example, a business may identify itself in 

terms of its image (brand-related inertia), the things its makes or does 

(product/service-related inertia), or owns (asset-related inertia)  So long 

as the business is aligned with customer expectations, this “identity” isn’t 

an issue  But when they do change and inertia becomes an obstacle to 

adaptation, it emerges as a core issue at the heart of every business 

transformation strategy  Furthermore, it underscores the importance of 

CEO involvement because some of these fundamental assumptions about 

the business can only be addressed at the highest levels of the organization 

Figure 10: When Inertia Manifests in the Components of the Framework

Realignment can be a non-trivial issue because inertia is often intricately 

linked with lifecycles  For example:

Industries like paper, semiconductors, mining, etc  are asset-intensive  �

where the business strategy is generally closely aligned with the asset 

lifecycle due to the relative size of these investments  

On the other end of the spectrum, industries like retail are generally  �

aligned with the customer lifecycle where they readily switch around the 

product mix to retain customer loyalty  

In between, there are industries that are considered as aligned with a  �

product lifecycle, but can also influenced by asset lifecycles (automotive) 

or customer lifecycles (consumer electronics)  

...I’m here to give what the customer wants?

Am I in business because…

...I’ve put a lot of money into creating an image?

...I know how to make X or do Y?

...I own a factory, DC, shelf space, etc.?
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Key Takeaways

Lifecycles can have a significant impact on adaptation. �  Products and assets 
are tied to investment cycles which may work in your favor by creating agility or 
against you by constraining your strategic options. As the enterprise goes through 
structural changes due to globalization and outsourcing, a “pecking order” or 
hierarchy emerges as companies gravitate towards their core competencies. In the 
ensuing value chain “shuffle”, each company ends up with a “platform”—either 
by design or default—that corresponds to its place and role in the value chain. 

Virtualization can help decouple lifecycles. �  While outsourcing primarily  
served as a cost contain ment strategy, it also provided a means for companies  
to decouple themselves from their asset lifecycles in order to stay aligned with 
customer lifecycles. This trend can be observed in the high tech value chain 
where companies with high consumer brand equity have outsourced their supply 
chain assets in manufacturing and logistics to better focus on the customer and 
the brand promise. 

Does “experience” and “service” mean the  
same thing?

(The following discussion focuses on the strategic risks/challenges in measuring 

whether a company’s products and/or services meet the customer’s desired 

outcome.)

Companies often confuse service with experiences because we are at 

early stage thinking about the customer experience concept  For one 

thing, the customer lifecycle perspective is still lacking  To get a sense  

of which companies are good at delivering experiences, we reviewed  

lists of “Top X companies” from business publications in categories like 

experience, innovation, etc  We observed that the organizations profiled 

in these lists can be considered good at some processes in the consumer 

lifecycle, but not necessarily all  

For example, there are many steps or sub-processes in the purchase-to-

dispose lifecycle: search, recommend, configure, compare, bid, purchase, 

fulfill, use, exchange, repair, refill, refurbish, recycle, dispose, etc  Today, 

no one company can offer the best experience across all these steps but 

there are companies who represent the generally accepted best practice 

in each of these processes  By looking across these various examples, we 

see that there is a lot of opportunity to learn from others to improve the 

customer experience across the customer lifecycle where the outcome is 

increased loyalty to the brand  Unfortunately, this is not the case today 

because our desire to have “customers for life” has yet to be matched by 

our actions  

Thus, it should come as no surprise that customers today have an 

indifferent or cynical attitude towards the “brand promise” because of  
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a growing expectations gap between the actual service offered by the 

business vs  the desired experience that customers want  The following 

definition captures the differences3:

Customer service typically is about the customer touch points and involves 

the front-line workers, such as servicing customer requests for help via 

an 800 number, e-mail, or a retail desk  

Customer experience involves almost everyone in the company  For example 

a customer experience can be bad because the product, and the refund 

policy, are both broken  Everyone from the CEO and CFO to the product 

designers and manufacturing facility contributed to this bad customer 

experience; and as a result, a customer is lost and bad publicity is 

generated  Unfortunately, in this case, good customer service couldn’t 

possibly fix the overall experience 

In the customer’s mind, an “experience” is associated with a desired 

outcome (that includes intangibles like emotion) whereas service is about 

the interaction process at the frontline  When the frontline processes  

fail to sense (and respond to) changes in customer expectations, the 

“dissatisfaction” gap between the service rendered and the desired 

outcome grows  Unfortunately for many companies, this moment of truth 

often comes too late after the customer has defected to the competition  

In certain cases, even a small expectations gap like product availability 

can trigger a brand switch  This type of customer inertia is likely to occur 

in steady state situations or commodity market segments where a regular 

buyer of Brand X may switch to Brand Y permanently just because Brand X 

happened to be out-of-stock  Without continuous monitoring and feedback, 

customer inertia tends to lull companies into complacency and become 

insensitive to a potential risk gap until their competition exploits it  

Key Takeaways

An outside perspective may be necessary to see past your “blinders.” �  It 
almost always takes an outside perspective to see the opportunity for improving 
or creating a differentiated customer experience because it’s easy to get “stuck in 
a paradigm” like the traditional industry players. For example, one innovative 
company combined the pizza delivery business model with the retail mattress 
business to create a differentiated customer experience.4 The case study is 
representative of an emerging group of innovative companies who are essentially 
reinventing the idea of customer service. By creating differentiated experiences 
that resonate with the customer these innovators also raise the expectations bar 
for others in the industry.

Consider a separate incubator group to experiment. �  Interestingly, the founder 
of this exceptional retail mattress company first approached a manufacturer as  
well as a distributor of mattresses before he ventured out on his own, but the risk 
of potential channel conflict was seen as a major obstacle to embracing the new 
model. This is an example of “channel inertia” that may prevent the traditional 
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players in an industry from trying something new. In such a case, an incubator 
group could have experimented with the model to reduce the risk, but all too 
often, companies only react after the competition has grown stronger and is 
further along the learning curve.

Creating experiences can be profitable. �  Whether the product is doughnuts or 
organic produce, the companies who are advancing the frontier on the customer 
experience concept also tend to be more profitable in their categories. While 
these companies understand that their customers are looking for much more 
than just products and/or services they also realize that delivering on that 
expectation inevitably requires a higher level of orchestration as shown in  
Figure 11 below:

Figure 11:  Delivering Experiences Offer Greater Margins But Require  
Greater Orchestration As Well

One advantage enjoyed by the emerging (or niche) brands like SleepSquad 

is they have the benefit of a “clean slate” when designing the experience  

In contrast, this is a major challenge for established companies who have 

a great deal of inertia in their existing processes and are likely to see 

these emerging brands chip away at their market share as customers 

gravitate towards competitors who offer a better experience  

When viewed in the larger context of the mass-customization trend, it 

appears that delivering customer experiences is likely to force trade-offs 

between growth and profitability simply because it is not possible to be 

all things to everyone  But an intelligent segmentation strategy can help 

create the right customer portfolio that subsequently drives the product 

and asset portfolio decisions to create a business platform that balances 

both of these competing objectives 
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How do people fit into the “experience” equation? 

(The following discussion focuses on the strategic role of people in terms of 

adaptation and sustainability. While the findings are incomplete on this fairly 

complex topic, we included it in the report given its importance to customer 

centricity.)

To answer this question, we start by expanding on the definition from the 

previous section to understand how important people (i e , human assets) 

are to the customer experience 

Customer Service: This is narrowly framed as the role and contribution of 

people staffing the frontlines and providing the human touch  It is largely 

an external-facing perspective where the focus is on enabling customer-

centric processes at the interaction points across the customer lifecycle 

Customer Experience: This broader context frames both the internal and 

the external perspectives because it encompasses the contribution of 

everyone in the company, from the people who design the specifications 

(R&D), source the raw materials (Procurement), make the product 

(Manufacturing), move and store the items (Logistics), sell (Sales & 

Marketing), and service the product (Service)  When everyone in the 

company is focused on delivering the right experience to the right 

customer, what you have is a customer-centric culture  

From the customer service or external perspective, the people factor remains 

a major challenge for businesses who are dealing with end-consumers on 

a large scale (i e , the business-to-consumer segment ) The problem is 

especially acute in retail as revealed by the annual assessment from the 

University of Michigan’s American Consumer Satisfaction Index for 2007  

The index showed that the overall satisfaction with retailers is down to 

77 (from 81 in 2006) out of a total score of 100  The surprise winner was 

an online retailer of books and consumer electronics whose purchase 

process is largely self-service!

Does this mean people aren’t that important to the experience equation? 

Not necessarily because this data could also be interpreted in terms of 

managing the expectations gap  While the overall expectations gap is 

growing across the board for all retailers (from 19 points in 2006 to 23 

points in 2007), the gap between what customers expected and the actual 

experience they had was the smallest (12 points) when it came to the 

online shopping experience  In contrast, the gap between what customers 

expected and their actual experience was much larger (32 points) for the 

in-store shopping experience   

In other words, it is possible that the human touch is less a factor in 

evaluating an online experience versus an in-store experience  Unfortunately, 

we need further study before we can conclusively state this, but it does 
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underscore the challenge of process consistency when dealing with 

people as opposed to technology automation  While this is a major 

dilemma for brick-and-mortar retailers, more self-service automation 

may not necessarily be the answer (and it might be a short-sighted 

solution given the frustration, for example, in reaching a live person in 

customer support these days!) 

From the broader customer experience perspective, it underscores the  

need to take a long-term approach to addressing the people part of the 

equation as a key component of a sustainable customer-centric culture  

The focus on people is particularly evident in industry segments that are 

delivering a service as opposed to a physical product  Product companies 

have an advantage here in the sense that customers may tolerate 

deficiencies in service processes because the product experience is 

superior enough to overcome the gap  For example, the lack of product 

availability has not necessarily hurt certain high-profile brand names 

because of the buzz they have been able to create when launching new 

products where long lines at the stores have helped fuel the excitement  

However, in retail segments like banking, hospitality, insurance, etc , 

people can be the visible differentiator when products and processes 

approach commoditization  As a vice president for retail banking for a 

mid-size regional bank succinctly put it, “Anyone can deliver a service – but 

to differentiate ourselves we need to be able to deliver service with sincerity.” 

Key Takeaways

Keeping jobs flexible at the boundaries � —Too often, rigid customer service 
policies are created by a well-intentioned (but centralized) marketing or customer 
service group that is not part of the frontline execution process. For example, a 
major airline we researched recognized that in order to successfully deliver a 
customer experience in a highly dynamic environment, the frontline employee 
was empowered to go beyond the job description and “do whatever it takes” to 
deliver the desired outcome for the customer. Unfortunately the opposite in true 
in many retail environments where the customer-facing employees are the least 
empowered to sense-and-respond to changing customer expectations.

Products and processes cannot adapt or evolve without people � —Whether it 
is about truly listening without bias to capture the “voice of the customer” on  
the frontlines or working across functional boundaries to effectively manage the 
value chain, humans are the ultimate sense-and-respond system. Every cycle of 
process change is initiated by a person (which may eventually be automated to 
facilitate scale and efficiency) and ultimately it is the people who are at the  

core of a learning organization.
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What level of orchestration does customer 
centricity require? 

(The following discussion focuses on the strategic risks/challenges involved in 

successfully delivering/fulfilling the desired customer experience.)

The following analogy sums up the execution challenges of delivering on 

the customer centricity vision across an increasingly virtual value chain:

Imagine a symphony where you are the conductor but each section 

(strings, brass, percussion, etc ) of the orchestra also has its own 

conductor  You cannot directly communicate with the musicians and  

you have to negotiate with each section because not everyone agrees  

on what to play  To make things worse, imagine the schedule calls for 

three performances each day and the audience wants to hear a different 

composition of music every time giving you little time to practice   

Under such circumstances, it would come as no surprise if the audience 

is disappointed by the quality of the performance 

Similarly, end-consumers experience disconnects across the customer 

lifecycle almost on a daily basis  This is because many companies are still 

operating on a supplier-centric, order-driven paradigm, despite sales and 

marketing’s attempts to project a customer-centric brand experience  

Furthermore, outsourcing has made things worse by fragmenting core 

processes critical to a unified customer experience to supply chain trading 

partners whose actions aren’t always aligned with the objectives of the 

brand owner  

Performance metrics can also be misaligned  For example, over the last 

few years, the “perfect order” has been the driving vision for operational 

excellence in many companies  But delivering the perfect order is, 

typically, a single event or experience in a series of interactions with  

the customer  Thus, a customer-centric vision demands a higher level of 

orchestration to design and deliver not just a single “perfect experience”, but  

a continuum of positive experiences throughout the customer lifecycle. The 

problem isn’t so much the order-centric approach—while it’s definitely  

a step towards greater customer centricity, the question is whether the 

orchestration is happening at the appropriate level 

In the interviews conducted to date we have observed two major 

orchestration challenges emerge, as illustrated in Figure 12 and discussed 

below:
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Figure 12: The Two Major Types of Orchestration Challenges

A retailer typically operates in an environment where many strong 

consumer brands, including its own store brand, are competing for share 

of mind and wallet  One company we studied is a leading retailer of 

consumer electronics who recognized an opportunity to own (or at least 

be the major brand within) the customer lifecycle of consumer electronics  

Not only has this retailer reinvented many retail store or frontline 

practices to support its customer centricity initiatives, but is also doing 

an impressive job of synchronizing the value chain backend in the 

following manner: 

 1  Orchestration across customer touch points: The retailer’s commitment  

to customer centricity comes from the very top and it is a recognized 

leader with its vision of customer centricity as a continuum of 

experiences  Starting with an intelligent segmentation strategy which 

recognizes that different customers desire different experiences, the 

retailer integrates the entire customer experience across multiple 

channels including online, in-store, call center, and support services 

to help the customer engage with them in whatever manner 

appropriately fits his or her needs  

By capturing this composite view of the customer experience, the 

retailer is able to improve its “senses” to create a demand signal with 

greater precision and timeliness  This higher fidelity signal is then  

fed to the replenishment system to enable a more precise and timely 

response 

 2  Orchestration across the value chain: Another key initiative within the 

customer centricity strategy is to improve the supply chain response 

by moving to store-level replenishment  In contrast, the vast majority 

of retailers still use DC-based replenishment logic which lack the 
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granularity required to capture customer-centric inputs of each store  

The shift requires a major reengineering effort because the forecasting 

process should be redesigned and the growth of data volume is 

exponential 

Perhaps one of the most complex value chain orchestration challenges 

we encountered in our research thus far was in the wireless Teleco-

mmunications industry  This industry segment has one of the highest 

levels of customer churn because so many variables that drive the 

subscriber experience from a “quality of service” perspective are 

dependent on multiple partners in a multi-tiered ecosystem  In effect, 

a carrier has the orchestration challenge across the customer touch 

points AND across the value chain  Figure 13 below illustrates the 

magnitude of the orchestration challenge across the value chain 

Figure 13: Orchestration Challenges of the Wireless Telecommunications Value Chain

As shown above, each tier in the telecom hierarchy focuses on a different 

set of competencies that correspond to a layer in the framework: 

The carrier has ultimate responsibility for creating and orchestrating the  �

end-consumer experience (which could be different for each segment )

While a customer experience includes many intangibles like service  �

attitudes, ease of use, etc , the “baseline” experience or brand promise 

corresponds to a service contract that specifies the composition and 

terms of service (voice, data, service period, support levels, etc )

At the next level in the hierarchy, the carrier has product and service  �

partnerships that it deals with either directly or indirectly  Examples of 

CUSTOMERS
� Business Segment
� Consumer Segment
� Government Segment
� Etc.

SERVICES
� Network Operations
� Field Operations
� Customer Support

VALUE CHAIN
� Network OEMs
� Handset OEMs
� Content Partners
� Component Suppliers
� Chip Manufacturers

PRODUCTS
� Network Equipment
� Handsets/Devices
� Content

EXPERIENCE (Contract)
� Voice Plan
� Data Plan
� Media Plan
� Etc.
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service partners are companies whose services and software are used 

in the Network Operations Centers, content providers for GPS navigation 

services, and third party logistics companies who provide repair/

refurbishment services  The product-based partners are the equipment 

vendors who include the network equipment vendors and the handset 

and consumer electronics manufacturers etc  whose devices are 

increasingly networked  

While the graphic shows a simplified view, in reality there are 

hundreds of products and services from several companies across 

multiple tiers to create the virtual or composite product/service 

portfolio to support the subscriber experience 

At the physical level, the collective assets of all these players in the  �

ecosystem constitute the “virtual value chain” within the Telecom-

munications industry  

Key Takeaways

Ideally, there should be only one conductor to orchestrate an experience � —
For the end-consumer, the days of having separate vendors (and bills) for voice, 
data, video, etc. are largely in the past as the carriers are bundling these services 
to compete for greater market share. And the carriers in turn are buying fewer 
infrastructure products (which carry obsolescence risks) and moving towards 
complex Service Level Agreements (SLA) to provide that their suppliers are 
aligned with their business outcomes. In many other industries, market forces are 
still shaping which companies are better qualified to “conduct the orchestra” and 
how others must find their appropriate role in the value chain.  

Modularity is key to mastering complexity � —Unlike the vertically integrated 
enterprise of the past where companies owned all the assets, the virtual value 
chain model enables the “orchestrator” to build a favorable business platform 
that better meets their growth strategy. The Telecommunications value chain 
underscores how an entire industry has evolved in order to become more 
customer-centric. Over the last decade, the industry has evolved (with great 
turmoil) along a modular structure where each player’s function addresses a 
specific competency within the larger communications platform in order to  
deliver the desired outcome of the end-consumer. 

 However, the journey is not over in the sense that the industry has yet to function 
like an orchestra with a single conductor (which also explains why telecom has 
one of the highest levels of customer churn.).



Marsh  Research Report | Customer Centricity in the 21st Century | 27 

5: Concluding thoughts
When the 20th century ushered in industrialization, it created supplier 

power  But as the 21st century gets underway, that power is increasingly 

shifting to the customer  The good news for companies is that we are  

at the start of a new phase of a customer-centricity journey where few 

leaders are emerging and no one claims to have figured out all the 

answers  This also explains why the paper reflects a disproportionate 

discussion of the risks and challenges and less in terms of prescriptive 

strategies for customer centricity 

As we conclude the first phase of our research effort, we are confident 

that the framework provides a strong foundation for assessing and aligning 

the core business processes that are designed to enable a sustainable 

customer-centric strategy  Looking ahead to our next phase of research, 

we intend to do an in-depth analysis of the “requisite DNA” for sustainable 

customer centricity and how it can be manifested in terms of a business 

platform for the following reasons:

For large companies dealing with multiple customer segments and  �

offerings, the principles of modularity espoused in the platform concept 

holds much promise to help reduce inertia and improve agility as shown 

in Figure 14  But there are pitfalls as well because a platform strategy 

has to be customer-centric to be sustainable whereas many companies’ 

platforms are either product-centric or process-centric today 

Figure 14: Composing the Right Platform for Customer Centricity

As customer expectations constantly evolve, the criteria for engaging in a 

business relationship represent a moving target for the company  In other 

words, as the basis of competitive differentiation changes, the right “DNA” 

combination (in terms of Product, Process, and People-related capabilities) 

GROWTH via
� More customer segments...
� More global locations...
� More channels...

LOYALTY via
� Personalized experiences...
� Responsiveness...

VARIETY/FLEXIBILITY via
� More products...
� More services...

PROFITABILITY/AGILITY via
� Right asset base
� Right partner base

How do you “compose” the platform in such a way that enables...

ABILITY via
� Right people/culture
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to deliver those experiences must also change  And our research appears 

to indicate that People are at the core of a sustainable customer-centric 

culture 
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