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[bookmark: _Toc523345564]What is a costumer?
In this module we studied the definition of what a costumer is, what they meant to a business and how to improve business engagement with them and in turn increase the productivity and profitability of a business. 
The costumer, the main core asset of any business, can be considered as anyone who receives services or good from a company. Generally this involves external costumers, for example Amazon providing an online retail platform and delivery service to the public. Or, alternatively a  costumer can be internal, for example Amazons retail department getting services from their IT and software development teams that keep the retail department going. These are two examples of external and internal costumers that a company can have. (Buchanan, 2018)
[bookmark: _Toc523345565]Why are costumers important?
The reason why costumers are crucial for any company is because they are ones who pay for services, this monetary income is what then allows the company to pay its employees, its suppliers, other running costs such as electricity and IT costs. With out costumers, a business would not be able to maintain the core functional groups that keep the company running and would go out of business. 
It is therefore, of the utmost importance to attract a healthy number of costumers. The reason why I use the words “healthy number of costumers” and “not as many as possible” is due to dilution of service and this in turn related to the quality of service provided. We will discuss this topic in greater detail in section 2, Quality Process. (Selde, 1998)
Companies employ a variety of strategies to attract costumers. Depending on the nature of the business, this can include door to door marketing where a sales person will around introducing and trying to entice potential costumers to buy the product of service on offer. It could be online advertising, where a company will place adverts on websites that are frequented by people who might have interests in the product or service the company is selling. Or it could a less targeted form of marketing where the product or service would be promoted to a large crowd at the same time.
There are many other means of attracting new costumers, and savvy business developers are inventing new and innovative ways of attracting costumers every day. So, providing an exhaustive list in this field is not possible. 
The other important thing to consider is costumer retention. In some industries such as real estate, repeat business happens but is unlikely. However, in sectors such as retail, or groceries, office stationary, printer ink, etc., repeat is business is a large part of their revenue and demands special attention. There is a well developed industry that focuses solely on costumer relations management (CRM), including specialized software to manage costumer data and help make informed marketing and post sales promotions decisions. (Reicheld, 1996)
The combination of the factors above will help a company grow and sustain that growth and be profitable. However, they will have other companies also competing for the same costumers. A successful business will be able to manage its costumer relations department with the other production and management departments. 
[bookmark: _Toc523345566]My personal experience with costumer relations management
At a point, some years ago I was a shift manager for a local Indian restaurant. As the manager I handled with all the technical matters in the kitchen such equipment repairs or accounting or recruitment. But as the manager, I also took an active part is costumer relations. It was my duty to set out plans for our marketing department and give them the template of how it was to done. It was also very much involved with continued costumer engagement with existing costumers. This is, we had some regular costumers and over time we built a data base of such costumers who presented a high likeliness of repeat business. I decided on the promotion strategies to target those same costumers.
In the later part of this report I will analyse some of the decision I took back then in light of the new costumer relations theories that I learned and assess if the quality we provided at the time could had been improved. 
[bookmark: _Toc523345567]Factors that impact costumer value
[bookmark: _Toc523345568]What is Costumer Value
This concept is at time a bit difficult to fully understand or explain. For the purpose of this report I will refer to Woodruff’s definition of costumer value as it is a widely cited definition. Woodruff stated that costumer value is the costumer perception of how well a certain product will help him achieve his intended goals with that product. (Woodruff, 1997)
This implicitly divides costumer value into two categories. Firstly, we have the costumer’s desired values. Second, we have the costumer’s perceived values. 
Lets say for example a costumer is pondering on purchasing a new phone. The costumer will desire some values in the phone, such as low price, a host of useful features such as fast internet and a good camera, the way the phone looks and feels. These would be the costumers desired value of the phone and they would be value based on which the costumer would determine how much is a correct price for a product. 
The perceived value of the product would in this case be the costumers analysis after the purchase. This would entail things such as the camera being as good as they wanted, or the internet being as fast at advertised, or that screen was bright and colourful as the costumers through before buying. (Fitzsimmons, 2017)
As evident in the paragraph above, the balance between these two values needs to maintained or costumer expectation and possibly of return business could be affected. 
To achieve a balance between the two there would have to be, in case, a good communication between marketing and the design team so that the design team can explain properly what features the phone has and the marketing team could then translate those features accurately to the costumer.
There are five main dimension to creating costumer value. These are:
- Conformance to requirements
- Product selection
- Price and brand
- Value added services
- Relationships and experiences 
[bookmark: _Toc523345569]Conformance to Requirements 
In simple terms this the businesses ability to offer the costumer what they asked for, in others supplying the products that are demanded. This needs to predicted with accuracy for successful stock management and loss reduction. (Xu, 2006)
If the company supplies or produces more goods that required by the costumers they will end up with a large unused inventory. This inventory will have the cost of manufacture associated with them and additional storage costs and possibly depreciation losses too. However, if alternatively the demand is very large and the company fails to predict this in anticipation and don’t produce a larger number of products they can lose out on a large business opportunities and allow their competition to grow and solidify a costumer base for the competitors. Market mediation is therefore very important and the supply chain needs to managed accordingly.
Market mediation will vary depending on the nature of products. For example, a normal grocery store will have be able to consistently predict the quantity of milk and eggs they need to keep in stock. A high street retailer can reasonably well, predict what the latest fashion trends are and when the holiday season is coming and so fill up inventory accordingly. However, for specialist items, or very expensive products, or brand new items to the market, it can much more difficult to accurately predict the balance between demand and supply. An example of this would be electric cars when they were first introduced. The markets had not experienced a similar product before and therefore it was difficult to predict what sort of production quotas to set. (Perez, 2013)
The attitude that Tesla took with respect to market mediation was to purposefully release their electric cars slowly by taking pre-orders and gauging how well they were received by their costumers and critics. However, it should be stated that is a very peculiar scenario, rarely a company is so far ahead of the competition that can make the market wait for their product. (TheWeek, 2018)
A more pragmatic approach is what a retailer like Zara does. It takes a lot of the smaller administration work that other companies might outsource into its own hands, this includes things such as keeping a large part of production in house by owning parts or integrity of garments factories, or managing the warehousing and distribution them selves instead and also designing the products them selves, or leaving capacity for extra inventory in its warehouse in the event of sudden surges in market demand. These are some of the techniques used by Zara. (ExpertMarket, 2018)
The above supply chain management is more realistic for a company that does not own a super market share like Tesla or Apple or Micrisoft PC. Strategies like these are developed over years and in some cases decades, based on information gathered of millions of sales and periods of slow growth and periods of fast growth. Undoubtedly, Zara’s strategy to meeting the demands of their costumers will change with time as do their costumers habits.
These comparisons however, allow us to understand the complexity of confirming to requirements that the costumers unknowingly set for the companies. 
In the past such management for small companies with limited staff and resources would have been a shot in the dark. However, with todays intelligent sales data management platforms such as SalesForce or IBM, smaller companies can tap into commercial sales data collected by specialized consultancy and surveying companies and use that data applied to their particular business needs.
For the case of my restaurant, out supply chain was predominantly based out of large grocery wholesalers. We had exclusivity contracts with some them, such that we would buy this much volume of goods from every quarter and in return we would get a certain reduction in prices. This allowed us to slightly overstock our inventories with out worrying too much about losses. To give a quick example of number, in the restaurant industry the cost of a large fish might be 30£ when bought in large quantities but provided an abundant number of costumers, over 100£ of profit can be easily extracted from that one fish. Unlike everyday groceries or high end electric cars, we could afford to overstock. As previously mentioned, this was a strategy that was developed by the managers before I had joined and after critically analysing the data from the accounting team and seeing the profits, it was clear that it was a good strategy for our particular business model. 
To make our logistics and storing easier, I had proposed to increase our cold storage capacity by installing more commercial cold rooms and purchasing our own refrigerated van. We generally bought in goods every weekend, with some of the more delicate  ingredients being bought at shorter intervals. This regularity also allowed to make the best use of the van. By turning off the cooling and using it for deliveries during the week we could extract further value from our investment. All of these small, but incremental, upgrades allowed us to further reduce the cost of the food we served providing increased value for the costumer. 
Reduced cost while maintaining the same standards are desired values of costumers and something that is easily marketable. 
[bookmark: _Toc523345570]Product selection
A business can chose to specialize in providing a singular type of products or can have a large selection of products. For example a business can specialize in carpets or they can offer all other home furniture, appliances, groceries and IT in shop. These would businesses like CarpetsDirect of a superstore such as Asda or Sainsbury.
My restaurant business falls somewhere in between. We focus on Indian food only and that makes a specialized company, but we do also provide catering services outside of the restaurant. To parties or weddings, which makes a little bit more diverse in the range of costumers. And obviously, the two types of costumers, the ones coming to the restaurant for a night out and the ones ordering for large event, have different budgets and needs. 
For the large events, our overstocking was helpful. Wedding jobs are unpredictable and often on a short time frame. So having a supply chain that had the capacity to handle a surge in demand was helpful. 
In terms of the ingredients we bought, they were mostly identical irrespective of the costumers. Most Indian food is based on chicken, beef, lamb, rice and rooti. The vegetables had a bit more variety. It was at time a bit of a struggle to work out the amount of each vegetable to buy so we had used some simple data analytics to work out an estimate. We looked at how many kilos of a certain vegetable had been consumed in a month and used that information to extrapolate how much we should order for the upcoming week. We took one month averages to make decisions on a one week time scale. It wasn’t the best, as it didn’t include for prediction of sudden large orders. But it was at the time best option that we researched. 
Other larger companies such as Amazon would have used AI for this kind of predictive modelling, however at that time only an excel spreadsheet was available to us given our resources and knowledge. 
Despite the limitations of our system, we were able to consistently provide our costumer with their preferred food on time. This includes the large events and the smaller in store costumers.
[bookmark: _Toc523345571]Price and Brand
In industries such as desktop computer there usually isn’t much of a price differential between computers of similar specifications and features. However, when we compare the cost an Acer computer to a MacBook, the difference in price becomes fairly obvious. This differential is due to the different branding strategies used by the companies. (Harmon, 2009)
Companies such as Apple or Relex focus on promoting above all else. This kind of marketing increases the costumer perceived value of the product. While others such as Hawei or ChromeBook focus on making a cheap product that is readily available to anyone. 
In our company we didn’t particularly focus on the price or branding. It could be said we stuck to a middle of the road approach. The quality of food in a restaurant isn’t as much decided by the food itself but by the environment and the marketing that is created around that brand name. At some point the managers before me had considered moving to high end business model focusing on the niche group of rich costumers but some critical analysis revealed that given your restaurants location focusing on an expensive brand name would overall reduce the total cash flow despite increasing the price and profit per item of food served. 
In other terms, it was found that the our costumer desired a value that was affordable and of sufficient quality rather then high end. This would have created a situation where supply would not meet demand. 
[bookmark: _Toc523345572]Value Added Services
To increase the likelihood of repeat business a strategy that we had implemented was a buy five get one free deal. This was so that after someone has made five orders at the restaurant they would get the sixth meal free. This was a great move, it really boosted our lunch time services as the people in the local offices and shops learned of the offer they started buying their lunch almost exclusively from us. 
This strategy was overall similar to giving a twenty percent discount, but once the marketing was done, it had increased our monthly sales by almost sixty percent, which was great news not just for profit but also costumer loyalty. It were the repeat costumer hoping to cash in their free meal that grew the business by that much. 
Over the years the restaurant had implemented many similar schemes to attract or retain costumers and to build a good relationship with them. This had the added effect of increasing the perceived value to costumers as they built trust with the restaurant and accustomed the idea of a steady stream of promotions.
[bookmark: _Toc523345573]Costumer experience
This is the segment of the business that the service industry tries their best to excel at. However, this something we could had done better. The mentality in our restaurant was that if we keep the prices low and food tasty people would come to us regardless. But failed to understand the benefits of having, for example say a separate play area for little children, or being that extra bit courteous when approaching the costumers to take orders or give them the receipt. 
This is an area where we believe we might have lost costumers to the competition. Often people coming for a night out with friends or family are looking forward to service and environment more then the food and price.

[bookmark: _Toc523345574]Quality assurance process
As mentioned in the previous section on costumer experience, some costumers did care more about the quality of service rather then price. 
In class we discussed in detail what the main  topics are when it comes the costumers sense of quality, how they perceive and it how that perception can be explored. (Gravells, 2016)The main topics that we covered are:
- Customer perceptions
- Customer satisfaction
- Service Quality
[bookmark: _Toc523345575]Costumer Perceptions
The costumer perception of the quality of a service is dependent among many on their own emotions and situational factors such as health or arguments with friends or family. This is, a costumer who had a recent argument with his wife who then comes to our restaurant would have a much worst time even if we provided the best service possible. Regardless, he would most likely to subconsciously associate that negative emotion with our restaurant.
Our approach to increasing the quality of our products in a way visible to the costumer was to make the process as transparent as possible. For example, in our menu we had the first section with the menus and prices however in the second section we would go into much more detail about each menu in terms of calorific and nutritional value and even sourcing of the product. Today’s restaurant costumer are very aware of where their food comes from and they consume, so this was a visible way to promote the quality and freshness of our food in a manner the costumer could easily understand and in the process increase their perception of our service. 
[bookmark: _Toc523345576]Customer Satisfaction and Service Quality
There are various factors that impact costumer satisfaction, these can include product quality, service quality, product price, availability, the delivery times, external factors such as association with their favourite football club, etc. It is not viable to create an exhaustive list for the factors that affect costumer satisfaction. Similar to ways of attracting costumers, its not viable to write an exhaustive list for things that affect costumer satisfaction. It should also be considered that some costumers will be more demanding than others. (Joby, 2003)
As for measuring costumer satisfaction, there a few metrics. Perhaps the most important metric is costumer expectation meeting or exceeding the marketed product features, this is called the Costumer Gap. This also relates to some extent to the costumer perceived value.
The American Costumers Satisfaction Index proposes and unified way of measuring costumer satisfaction and they carry out annual surveys asking the average costumer of their satisfaction with products they purchased or consumed. The survey has found that increased percentage of satisfaction generally increases the costumer loyalty to that brand. This is logical, even at a personal level, if some product works as we expect it to, we are more likely to purchase the same product or from the same brand in the future.  (ASCI, 2018)
In our restaurant, we did not have the means to carry out a detailed statistical analysis such as the ACSI. We relied more a personal level approach. We would after costumers had finished their meals ask them for their opinion on the service that day and if they were satisfied. 
However, we soon found out that means of inquiring costumer satisfaction was very flawed. When asked face to face by the person who served you, how well they served you, the costumers would more often than not give a five star rating. We knew that this was not close to the actual value. To get around this issue, we first started to give small questionnaires with simple tick boxes and a few lines for simple comments that they could fold up and drop by the suggestions box at the exit of the resonant. With this approach we started getting a lot more accurate feedback from our costumers. The feedback included useful details such as food being delivered too warm or too late, or the water glasses having small smudges at the bottom, or the cutleries feeling like they had been worn out, etc. They were almost all of them, actionable suggestions coming directly from the costumers.
These suggestions allowed us to gradually but incrementally work on each suggestion. Some of the simple ones such as worn out cutlery was a one shopping trip fix. However, others such as the environment in the restaurant in terms of lighting and sound play, those took longer to accommodate to what the costumers expected. But it did allow us to overall and on the long to medium term improve our quality of service.
The quality of service is usually defined using fire dimensions of service. These include reliability, being able to replicate the same quality time and time again. Assurance, having the confidence to produce a good quality product and being to demonstrate the confidence to the costumers. Tangibles such as the quality, lighting and tidiness of the physical facilities. Empathy and responsiveness in terms of being able to create a personal level connection with the costumer and provide them support if a product is not up to scratch or missing something. (Gravells, 2016)
To go over all the ways in which the suggestion box helped us improve the quality of service would again be exhaustive. Following is an example of how we improved the problem with the food temperature.
It allowed us to increase the reliability of our food, this is we had implemented stricter control on how the food is prepared and how it was served so that it wasn’t hot or cold. Some of the solutions the staff suggested was in fact quite original. One of the popular fixes to extra warm food was put it in the freezer for half a minute or so. It was found that this worked just fine and was very a easy approach that the kitchen staff liked. 
[bookmark: _Toc523345577]Conclusion
This report writing exercise allowed me to review and critically analyse some of the decisions that I had implemented in my previous job in light of the new costumer service and quality theories that I learned. If I was in a similar position again, given my new knowledge of the new CRM methods, including CRM software, I believe I would be able to do a much better job than relying on excel spreadsheets. 
Going over the theoretical parts of costumer relationships it was also made clear to me that many of the aspects of costumer satisfaction are out of my control. However, a second time around I would have been much more pro-active with the aspects of costumer satisfaction and value that I could do something about. 
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