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By BRIAN SNADER 
and RANDY SCHWALKE*

DO you fully understand the value 
expectations of your customers? 
Have you unintentionally driven 

your customers to a transactional rela-
tionship?

It’s diffi cult to imagine how a com-
petitive advantage and growth can be 
achieved without honestly assessing the 
value you are currently creating for your 
customers. Most companies have little 
insight into their customers’ perception 
of the value they create. Still others op-
erate with superfi cial or invalid assump-
tions.

In the absence of systematically and 
routinely collecting information from 
feed customers regarding their wants, 
needs and level of satisfaction, any at-
tempt to create value and build loyalty 
is little more than a guessing game.

Organizations that have established 
themselves as benchmarks for loyalty 
and growth develop sales and service 
teams that consistently rate high in two 
areas. The key factors that determine 
the type of value a customer derives 
from an organization are:

1. Relationship impact. This is the
extent to which an organization builds 
deeper, trust-based relationships that 
add value by understanding customer 
needs, delivering more value than is ex-
pected and helping customers achieve 
personal goals.

2. Product and service differentia-
tion. This is the extent to which an or-
ganization can communicate the unique 
value of its products and services com-
pared to competitors in the market.

The Value Segmentation Model shown 
is a tool for assessing how your custom-
ers perceive the level of value your or-
ganization is creating. Here’s how the 

model works:
• Supplier customer relationships.

Let’s start by assuming that some of your 
customers perceive your organization as 
a “supplier.” This is your organization’s 
population of transactional customers, 
and it presents a very vulnerable posi-
tion that is likely to have a signifi cant 
negative impact on customer retention 
and growth. Still, there are some actions 
you can take to enhance the value deliv-
ered to these customers. For example:

1. You can increase your sales/service
team’s capabilities in demonstrating the 
uniqueness of your products and ser-
vices compared to competitive offerings.

2. You can improve the team’s relation-
ship-building skills by helping them de-
velop trust, credibility and rapport. This 
will allow them to gain a deeper under-
standing of the personal goals of your 
customers.

Both of these options will improve the 
value created for customers and, with it, 
the customer loyalty and sales per cus-
tomer that your organization seeks to 
achieve.

• Value-add customer relationships.
Some customers may perceive your com-
pany in the “value-add” quadrant. This 
occurs when your sales/service team is 
effective at communicating the unique-
ness of your products and services. Al-
though satisfi ed, however, customers 
who perceive your organization in this 
manner aren’t likely to have much loy-
alty, especially if they discover competi-

tive offerings of equal or greater value.
If the majority of your customers per-

ceive your organization as value-add, 
you need to establish a customer-centric 
culture that creates strong value-based 
relationships. Without these, your cus-
tomers probably won’t recommend your 
organization to others — a key indicator 
of loyalty and a driver of new customer 
acquisition.

These customers do understand the 
differentiation of your solutions, though, 
and will buy multiple products and ser-
vices if you are price competitive. If you 
can increase the sales/service team’s 
ability to identify unarticulated custom-
er needs and deliver value beyond the 
products and services you offer, it can 
help you move value-add customers into 
the “partner” quadrant in this model. Do-
ing so will reduce customer attrition and 
increase new customer acquisition.

• Trusted adviser customer rela-
tionships. Customers who fall into the 
“adviser” quadrant have developed an 
emotional bond to your organization 
and have probably shared their personal 
goals. This is the outcome of trusted re-
lationships that have been established 
over time from being served well by your 
employees.

As a result, they are more loyal than 
customers who perceive your organiza-
tion as a supplier or value-add and are 
more likely to recommend your orga-
nization to others. Unfortunately, cus-
tomers in the adviser quadrant may not 
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perceive your products and services as 
differentiated.

By more effectively leveraging the in-
formation and insight gained from estab-
lishing trusted relationships, your sales/
service team has the potential to trans-
form adviser relationships into partner 
relationships. To do so, they must learn 
to more effectively communicate the val-
ue of your products and services and de-
liver superior service compared to your 
competition. This can have a dramatic 
impact on sales per customer and your 
profi t margins.

• Partner customer relationships. As
you have probably (and correctly) con-
cluded, the strongest emotional bonds 
are created with customers who perceive 
you in the “partner” quadrant. They not 
only value the trusted relationships they 
have established with your organization; 
they also perceive that their wants and 
needs are being satisfi ed by differenti-
ated products and services.

In these situations, your sales/service 
team has maximized the value created 
by developing both customer intimacy 
and differentiated solutions. Custom-
ers who perceive you as a partner have 

the highest levels of loyalty, are more 
likely to use your organization as a 
single source provider for their needs 
and become “promoters” of your orga-
nization — a key metric correlated with 
profi table revenue growth. The ability 
to emotionally bond with your custom-
ers is the X-factor that drives customer 
loyalty.

Research by Gallup (and others) re-
veals that there are three types of cus-
tomers: (1) dissatisfi ed customers, (2) 
rationally satisfi ed customers and (3) 
emotionally satisfi ed customers.

Dissatisfi ed and rationally satisfi ed 
customers behave similarly in that nei-
ther has much loyalty to your organiza-
tion. They will take their business else-
where if and when they get a better price 
or service falters.

Only your emotionally satisfi ed cus-
tomers will buy multiple products from 
your organization, be willing to pay more 
than alternative products and services 
offered by your competition and endorse 
your organization to other people.

So, what determines your sales/ser-
vice team’s ability to create these emo-
tional bonds? It’s their ability to build 

trusted relationships based on providing 
quality products, services and expertise 
that exceed customer needs and expec-
tations.

Customers who perceive your organi-
zation in either of the upper two quad-
rants have stronger emotional bonds 
with your organization than those in the 
lower two quadrants.

The Gallup research found that there is 
a 23% premium over the average custom-
er (in terms of revenue and relationship 
growth) when customers are emotion-
ally satisfi ed. In another study, the attri-
tion rate of customers was 37% lower, on 
average, in organizations where custom-
ers reported high emotional satisfaction.

Establishing your competitive advan-
tage requires building a foundation of 
customer value creation in order to reap 
the resulting benefi ts of customer loy-
alty. By optimizing the key performance 
drivers of value creation — right people, 
right process, right support and right 
commitment — you can achieve the 
highest return on your investment by de-
livering superior value to your custom-
ers. ■
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