Becoming a Customer Intelligent Enterprise (CIE)

A Silicon Valley Research Group InsightSeries Whitepaper

Silicon Valley Research Group Inc.
Accelerating PROFITS Through Customgglligence

© 2009 Silicon Valley Research Group Inc. All rights reserved.



Becoming a Customer Intelligent Enterprise (CIE)

Becoming a Customer Intelligent Enterprise (CIE)

Understanding your customers a key
strategy in preparing your business to not
just respond to customer needs, but to
anticipate them. According to a recent
report from Aberdeen, improved
customer intelligence empowers
organizations to profitably define, identify,
and respond to high value customers. This
report also states that 74% of best-in-class
companies across industries say improving
customer intelligence management
practices is the top motivator for creating
a culture of customer-centricity.

This statistic highlights the growing emphasis on customer intelligende the global business

arena. However, they do not speak to the struggles many enterprises currently have in

converting internal customer intelligence into market-facing action that will lead to increased

sales, decreased costs, and improved retention. In fact, many companies fail to demonstrate a

deep commitment to customer intelligence because of organizational barriers. To describe
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In our work over the last ten years with hundreds of companies in a variety of industries, we
discovered a common set of characteristics which define the Customer Intelligent Enterprise.
These characteristics include: investment in the Voice of the Customer (VOC) and customer
anthropology; the internalization of customer-centric attitudes, behaviors and processes;
adeptness in market agility; and avoidance of operational silos that erode customer-centricity.

By embracing the traits outlined in this paper, enterprises will reap the benefits of customer
intelligence, including the competitive advantage that comes with effectively converting
customer intelligence into action in an increasingly turbulent and customer-centric global
business environment.
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Characteristic #1: A CIE Invests in the Voice of the Customer

The Voice of the Customean be a key differentiator in tod & Q & -cétripdtiiivéstonomy.
Successful organizations translate customer insight into customer-centric action plans for its
LJIS2 L)X ST LINPOSaa FyR (SOKyz2f23ed | 26SIOSNE
difficult to effectively track and act upon the VOC. Technology, media and the Internet have
altered and expanded the channels where brands engage with their customers. As a result,
customer data is fragmented throughout multiple channels and reporting systems.

The Voice of the Customer provides a map of the customer's decision environment so that you
may prepare a more effective strategy. VOC also enhances your understanding of design-in or
purchasing criteria so your value proposition can be tailored to resonate with the organization's
decision-makers.

Establishing the VOC within an organization

requires commitment to a customer insight The idea of VOC first gained

program that reflects the channels with which popularity in the 1990s; however,
target customers engage. VOC is defined as has become more mission critice
customer needs, motivators and requirements, to enterprise in the ensuing years

stated or unstated. These requirements are In fact, over 80% of companies

|dent|f|ed through a combination pf dlscoyery now sponsor either formal or
techniques including one-on-one interaction, ) .
informal VOC activities.

customer specification, observation, interviews,
focus groups, surveys, customer service data
collection.

An investment in establishing the VOC brings
the customer to life in 3D rather than in the
one-dimensional demographic profiling of the
past. Savvy VOC programs embody behavioral
and psychographic variables (attitudes,
interests, opinions, lifestyle), as well as
demographic variables. With a complete Voice
of the Customer, a business can better put to
work its resources for the customer.
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Characteristic #2: A CIE Practices Customer Anthropology

To become a sustainable CIE driven by the VOC, an enterprise must develop an ongoing and
evolving anthropological capability. An anthropologist specializes in the origin, behavior and
development of humans. A customer anthropologisspecializes in origin, behavior, and
development as they relate to the customer.

Customer anthropologys an emerging best practice.
Leading companies such as Intel, Volkswagen, Microsoft, and
Steelcase Inc. have turned to customer anthropology to
improve their understanding of customers and to maintain
their connection to the VOC. While success stories abound
from companies who have hired actual ethnographers to
examine their customers in either one-off studies or
reoccurring programs, enterprises can also become their
own anthropologists with a modicum of time and
commitment, with immense tangible benefits that build and
keep customer intuitive capital within the organization.

The pervasive customer intuition that can be engendered by
an anthropological program leads to optimization of
enterprise fundamentals. Development of these
fundamentals leads to identification of new products or markets, reduced research and
development cycles, more effective customer servicing, increased customer satisfaction and
retention, fine-tuned competitive awareness, and stronger product efficacy.

Aspect Medical Systems, a medical device manufacturer, asked its executi
spend time working as anthropologists among its customers in order to rede
its primary product, a device which helps anesthlegists measure the

appropriate amount of anesthesia to deliver to a patient.

To do this, the executives donned surgical scrubs and observed anesthesic
at work. Very quickly, they realized that their current product configuration \
unwieldy andhot able to stand up to repeated use, and their input allowed
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As a result, their newdlaunched product with a design based almost
completely on information gleaned during their arghological missionsis
now in use in more than 25% of U.S. operating rooms.
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Characteristic #3: AIE Is Customeintuitive

Successful CIEs
operate from the
VOC. They are able
to rapidly make Wisdom
sound decisions
because they have

Qualitative Research

internalized the Information Inverse Sample Size
VOC and have

become customer Knowledge

intuitive. The

diagram at right

illugtrates a ) Data Quantitative Research

Customer-Centric
Intelligence Pyramid.

Organizations that are not customer-centric fail to either gather sufficient data (market
research inputs) or to extrapolate their data into expert knowledge (market research expertise).
CIEs operate from the apex of the Customer-Centric Intelligence Pyramid, as they are able to
make knowledge actionable. Customer intuition leads to leaner, faster decision-making cycles
within the CIE, and these decisions adeptly integrate the VOC.

Technology has facilitated Customer Intuitive Enterpriselnformation and communication
advances, such as the Internet, have helped enterprise make great strides in breaking down
actual and perceived barriers between customers and companies. These information and
communication barriers were the bottlenecks to customer intuition, often preventing access to
and socialization with the data and knowledge needed for customer-intuitive decision-making.

Hallmark Cards is a CIE that is nimble and responsive to the VOC becaus
customer intuitive. Hallmark has createdet sf proprietary online communitie.
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For the last six years, the Hallmark Idea Exchange has been used by the cc
to gather data and knowledge on everything from products to merchandisil
and has allowed them to Alpha and Beta test planned strategies and
AYyy20FLGA2yad IFHffYFINIQa /L9 Y2RSH
data, knowledge and customer intuitionmgered via its online communities tc
create new product lines, based solely on customer needs and wants a
expressed via the Idea Exchange.
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Characteristic #4: A CIE is Market Agile

Ly ( 3l8bkl@w@riomythe only that thing that is constant is change. Although it has been

said a thousand times, it remains an enterprise imperative: The long-term viable CIE must be

alert, connected to reality, and ready to respond when change presents itself. Market-agile CIEs

are well positioned to not only weather change, but to prosper from it. A CIE has a customer

intelligence infrastructure based on VOC, customer intuition, and anthropological studies ¢ all

of which allow it to act quickly as market conditions inevitably change. While competitors
languish,unsdzNBE 2 F K2g (G2 YSSG Odzad2YSNERQ OKIy3IAy3
customer segments, a CIE has already anticipated, prepared for, and addressed these changes

with effective and intuitive customer solutions.

Studies have shown that companies excelling in market agility generate higher proportions of
new business sales with new products than their competitors, while also identifying,
developing, designing, and launching new products more quickly than do other companies. The
common denominator among these companies is an embrace of the VOC throughout the
organization that allows them to turn intuition into action.

To further underscore the benefits and
importance of market agility in the
current business climate, consider that
75% of executives at global companies
with more than $500 million in revenues
admit that their organizations are not
sufficiently market-agile. With a
perceived competitive handicap

businesspeople, neither the mission-
critical nature of market agility nor the
CIE market opportunity this handicap
represents can be understated.
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Characteristic #5: A CIE Avoids Silos

A CIE should operate free of silos.
Executive leadership within the CIE
must require employees to move
data outside of silos and into a
shared environment such as a
dashboard or intranet. Enterprises
find themselves moving away from
a siloed infrastructure in times of
ONRAAAZI BKSY | Waiy]
modality, requiring information to
be shared in real-time, overtakes a
siloed culture out of necessity.

According to a survey by the

Siloed information is only available to the department Amenca.n Manag(:ment

or individual within an enterprise that is holding it, Association, 83% of

preventing any other part of the enterprise from managers acknowledge the

making decisions in the manner CIEs make them. existence of silos within thei

organizations. Of these

In a CIE, silos are banned because they present a barrier managers, 90% believe the'
h lities of a CIE; they prevent investmen o '

to the best qualities of a CIE; they prevent investment have a negative effect, and

in VOC, make customer-intuitive decisions, practice

customer anthropology, or be market agile if silos are an additional 7% SEVAUEEY
present. destructive.

Enterprises often struggle with converting internal customer intelligence into external action
that leads to increased sales, decreased costs, and improved retention. However, the case for
adopting the traits of the CIE in a global business environment that increasingly requires
customer-centricity is easily made.
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fSilicon Valley Research
Group conducted a
thorough and complete
analysis of our
distribution channel lead
management process
and identified many
areas of improvement.
The folks at Silicon
Valley Research Group
were very committed to
this process and learned
a lot about our complex
business in order to be
able to add significant
value to our project.
Their report-out and
recommendations were
spot on. We will
definitely use them
again in t

-Channel Marketing
Manager
Microsoft Corporation

ASilicon
Gr o u detaibed
analysis and ability to
make meaningful
insights really helped us
to define the scope and
capabilities of our
[premium video content]
product. We feel we are
miles ahead of our
competitors in terms of
first hand market
knowledge and without
that strategic
intelligence, the best
marketing plan in the
world relies solely on

l uck. n

-Marc Pitcher
President & CEO
Pay For View
New York, NY
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About Silicon Valley Research Group Inc.:

Silicon Valley Research Group Inc. is the premiere marketing research and
strategy development firm for technology products and services. Our
specialization areas include nationwide and international (Europe,
Asia/Pacific and China) research for clients in Enterprise Computing,
Computer Hardware and Software, Communications, Wireless,
Semiconductor, and Consumer Electronics and Software.

Our Science of Technology Marketing® based programs combine powerful
and innovative online and offline qualitative and quantitative
methodologies for: New Product Testing and Development, Market
Segmentation and Analysis, Vertical Segmentation and Market
Development, Competitor Intelligence, Application Profiling, Usage Scenario
Development, Customer Acquisition and Retention Strategies, Brand Equity
Testing, Channel Development, Sales Objection Mapping, Win/Loss Analysis,
Business Model Validation, Value Proposition Testing and Technology
Roadmap Development.

Our Core Values
We believe, above all, in total commitment to our clients, their projects and
the delivery of superior, timely output on every project we undertake.

We hold the highest regard for all individuals who contribute to our vision
and recognize that our most valuable asset is the intellect, imagination, hard
work and dedication of our people.

We are committed to constantly improving and innovating our processes
and methodologies. Every client project is an opportunity to surpass
ourselves.

We are thankful for the opportunity to demonstrate our talents and abilities
and make such a vital contribution to the businesses we engage with and
the communities we live in.

For more information on Silicon Valley Research Group CIE ® or to request a briefing, please
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contact:insights@diconvalleyrg.com
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Contact Information:

SEATTLE SILICON VALLEY
Silicon Valley Research Group Inc. Silicon Valley Research Group Inc.
24 Roy Street, Suite 460 95 South Market St. #300
Seattle, WA 98109 San Jose, CA 95113
(425) 8838060 (408) 9260361
info@siliconvalleyrg.com info@siliconvalleyrg.com
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