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In the late 1990s, Levi-Strauss CEO Robert Haas changed gears. Levis, a
brand that exploded through its identification with the average American,
drifted outside the audible range of the customer’s voice; choosing instead
to focus on “employee empowerment.. [and] customer-supply-chain
excellence.”’ During a time when other apparel retailers observed a shift in
customer preference to loose-fitting jeans, Levi’s internal focus led to the
assumption that America still preferred the narrow-leg 501 design.

For Levi’s, failure to acknowledge the customer erased its star power,
leaving a shrinking business that saw its value decrease $6 billion in just
three years.

The complicated customer

Organizations of all sizes face similar challenges as customers become
increasingly sophisticated and global competition becomes more intense.
In a rush to create the next great product or service to meet this evolving
dynamic, organizations consistently overlook the imperative questions:
Who is our customer, and what do they want? Unfortunately, companies
too often assume they know what the customer wants.

A backwards process—a better process

The significance of understanding the customer is not new to academic
research. Theodore Levitt, Harvard Business School Lecturer, advocated
the importance of answering the questions: “who is your customer, and
what do they want?” in 1960." Levitt traced the beginnings of an
organization “to the customer and his or her needs, not with a patent, a
raw material, or a selling skill.” He continued that an organization, in
reality, should develop “backwards” —first identifying how it can satisfy the
customer; and second, creating the means through which the customer is
satisfied (the product or service). This idea is in direct contrast to an
internal memo from Levi-Strauss that exclaimed, “how these materials are
created is a matter of indifference to the customer.” Such organizations
“tend to convince them of the soundness of what they have been doing,
and they fail to see the gathering clouds over the market.”

To fully understand who customers are and what they want, the entire
organization must align itself with the philosophy of acting as a customer-
creator as opposed to product/service creator. The company must propel
this idea, along with everything it requires, throughout all aspects of the
organization.

The Cicero Group

230 West 200 South, Ste. 3000
Salt Lake City, UT 84101
USA

tel: 801.456.6700
email: info@cicerogroup.com
WWwWWw.cicerogroup.com

“An organization, in reality,
should develop “backwards”—
first identifying how it can
satisfy the customer; and
second, creating the means
through which the customer is
satisfied.”
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Creating customers through market research

Widely considered the father of modern management, Peter Drucker :  Theability to differentiate
suggested that “business is a process, which converts input, a distinct between the numerous
resource, into output of economic value in the market place. The purpose :  fundamentals that influence a

of a business is to create a customer.”" The creation of a customer i consumer’s purchasing decision
becomes much more efficient and productive if organizations are armed facilitates profitable business
with insights that can help them quantitatively prioritize why consumers decisions that will have a
choose certain products or services and competitors over others. The desirable impact on growth
ability to differentiate between the numerous fundamentals that influence '
a consumer’s purchasing decision facilitates profitable business decisions
that will have a desirable impact on growth.

Through quantitative and qualitative research organizations can easily
discover fche who, what, when, where and why of customer purchasing
behavior."

>w

Who - segments customers through identifiable characteristics and
explains or anticipates shifts in these characteristics.

A What - identifies what customers buy and explains shifts in
purchasing patterns.

A When - identifies how long and when customers make purchases
and explains why timing differs between customers.

A Where - identifies places (e.g. location, geography) where
customers buy and explains why differences exist.

A Why - explains shifts and differences in aggregate patterns of

customer behaviors, purchasing patterns, and timing.

Case in point, Levi-Strauss: As trendier styles and designer labels began to
take over the market in the early 90s, Levis’ deficiency in customer
awareness ultimately led to the closure of 11 of its 22 North American

manufacturing plants. Meanwhile, VF Corp. (Makers of Wrangler and Lee :  Marketresearch enables
jeans) gained market share. VF's customer-centric focus led to the organizations to identify which
implementation of systems which harnessed the power of market elements in each step of the
research. For VF Corp., market research meant they could jump onto new  :  customer’s purchasing process
styles more quickly. For Levis, lack of vision meant bad products were are determinants of “customer

entering the sales channel—killing profitability." creation”, and ultimately

. . . . . revenue growth.
Increasing market share or adapting to a changing market is only possible

with a clear understanding of who your customer is and what they want.
Market research enables organizations to identify which elements in each
step of the customer’s purchasing process are determinants of “customer
creation”, and ultimately, revenue growth.
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About The Cicero Group:

The Cicero Group is a premier market research, economic analysis and
strategy consulting firm that provides services to some of the largest

companies in the United States. Our clients include Hewlett Packard,
Wells Fargo, Symantec, Dow Chemical, Pfizer, and DeVry Inc. along with

many others in a wide range of industries. C I ce re




