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1 SERVICE 2020: Megatrends for the decade ahead

CUSTOMER SERVICE MEGATREND 01

< COMPETITION

SWILLOA-
DRIVED

SERVICE STANDARDS

HISTORICALLY, SERVICE STANDARDS HAVE RISEN AND FALLEN
IN LINE WITH PEAKS AND TROUGHS IN SUPPLY AND DEMAND.

When demand for a product far outstrips supply, the firm in question
will often, understandably, simply focus on delivering the goods. But

in an increasingly commoditised and competitive global marketplace,
with aggressive new emerging market rivals expanding rapidly, customer
service will be used by a rising number of firms as a competitive
differentiator. Increased global competition is seen as the number one
driver of customer service for the decade ahead overall.

This is particularly true for business-to-business (B2B) firms. Consumer-
oriented, or business-to-consumer (B2C) firms also see competition

as a key driver, but it jostles along with other major issues such as the
growth of the middle class in emerging markets and the creation of new
technologies.

This competition is driving an important change: a tighter focus on
customer service. While quality is seen today as the key means of
standing out from the crowd, especially for B2B firms, service will be the
clear focus for firms of all shapes and sizes by 2020. More than half (55%)
expect to compete on this basis in 2020, well ahead of quality (33%),
while price is seen as relatively insignificant (9%).

The shift is even more striking in the B2B market, where it nearly doubles
from 32% competing on that basis today to 57% by 2020. Regardless

of the sector, then, customer service specialists will be in demand. Many
already are: about seven in 10 firms agree that excellent customer service
is a competitive differentiator for them in their industry. “Ultimately,
service is the only differentiator,” argues Jo Causon, CEO of the Institute
of Customer Service (ICS), an independent, professional membership
body for customer service.

It would be rash to consider price immaterial, however: for many
interviewees, price is simply one of the barriers to entry in their markets.
“Price is a very important factor,” says Ratheesan Yoganathan, CEO of
Lebara, a European low-cost mobile operator. “But once [our customers]
like the price, we want them to be happy with our service, so that they
don’'t move for half a pence cheaper.”

Some industries are clearly more price-centric than others, but to avoid
being caught in a race to the bottom in terms of price, service will be
used to stand out. Many will even use this as a means of potentially
charging more: two-thirds of firms think premium products will be linked
to premium service in 2020. This will lead to a rise in new product niches,
as outlined in the seventh megatrend.
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WE'RE ALL (SORT OF) GOOD AT CUSTOMER SERVICE

Much like male car drivers, many of whom believe they are excellent
drivers, most (nearly seven in 10) firms consider themselves to

be “above average” when it comes to customer service, although
relatively few (16%) regard themselves as excellent. Some of these,
however, appear to be getting slightly ahead of themselves. Just six
in 10 have a defined strategy for tracking customer feedback and
complaints, while even fewer (55%) have a system for identifying
service gaps, and less than four in 10 think they do a good job of
addressing customer feedback. In many areas, B2C firms appear to be
doing more than their B2B peers.

CHART 1*
Q: “On what basis does your company primarily compete now,
and what do you expect in 2020?"
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For example, while a similar amount of firms in both categories have
a defined strategy for tracking customer feedback and complaints,
nearly twice as many B2C firms are working on installing one (27%
compared with 15%).

However, less than half of firms overall (47%) even have clearly
defined service goals and processes. If service is indeed going to be a

competitive differentiator in 2020, many firms have a lot more work
to do.

¢ Ultimately service s
== the only differentiator

CEO, Institute of Customer Service
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* source: Economist Intelligence Unit
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