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[bookmark: _Toc18101049]Introduction 
[bookmark: _Toc18101050]The definition of what a customer is
During class we discussed what a customer is and what their importance is to a business. Most importantly, what they add to a business in terms of revenue and their consequent importance.  
In this regard, the customer can be said to be the primary asset of a business. One could argue that the primary asset are the staff, but the customer is who ultimately pays for the staffs salaries. We can describe a customer as an individual or another business that buys a service or a physical product from the seller. (Gentile, 2007)
Customers can be primary though of as two types, retail and consumers business customers. We are a prime example of a retail customer who buys products or services one item at a time. A business customer on the other hand is likely to buy in bulk, and in that way they demand different pricing options and often have higher requirements than a retail customer. 
There can also be internal and external customers with an organisation. Lets give an example using Intel who manufacture computers. The vast majority of the computers they make are sold to retail customers who are the external customers. (Galloway, 20014)
However, there will be a few thousand perhaps, being sold to departments within Intel. In this second  scenario, the other departments who despite being part of Intel buy computers from the sales department, can be called internal customers. 
[bookmark: _Toc18101051]Reasons for the importance of the customer 
Customers are very important for a business simply because they are the main source of income for a business. The revenue from customers is what allows for the salaries of the employees to be paid and keeps alive a full supply chain of vendors and other services that serve the business. Simply put, without customer buying what the business is selling there would be no way to sustain the business and all the other people who directly or indirectly depend on the business. (Woodall, 2013)
For this reason, a business must find ways to attract a sufficient number of customers. This number should be enough that it can supply all needs of the business in terms of revenue and profit. But if the number of customers are too many, there is a chance that the service that the business is providing might decrease.  
To achieve the target number of customers, business use various means of marketing. In the past many business would hire sales people who would travel door to door and try to sell the businesses product or service to people. It is still a common sight in a few industries, for example professional charity fundraisers are heavily reliant on going door to door asking for donations or alternatively standing in a high street and trying to get peoples attention for the same purpose. However, more and more businesses are seeking to find new customers online (and in so, creating whole new businesses that focus on online marketing). (Constantindes, 2012)
A common trend these days are targeted advertisement. This is where a business will get information on the potential client and then show them adverts on their smartphone or on their computers that have been tailor made. Some research suggests that the software running these targeted advertisements might know the customer better then the customer himself. This of course makes finding new customers much easier. (Dolnicar, 2012)

However, not all businesses can aim to have unlimited growth. For example, Microsoft word does not have much more room to grow and get new customers as almost anyone with a computer will have a copy of the software. These business model can be described as subscriber based services and the here the angle in which customers need to approach changes. For these kinds of businesses, customer retention instead becomes more relevant. This is where the quality of service provided becomes more important that marketing. (Odlyzko, 2018)
All in all, every different business will have a slightly different need and will have find the best way to get new customers or retain their existing ones. However, the common trait is that they all need customers to survive and this the main reason for the importance of the customer. 
[bookmark: _Toc18101052]My personal experience with managing customers 
Working as a waiter I have daily interactions with customers. And in our field both new customer gain and existing retention is highly encouraged by our boss. We are moderately sized business and do not have much budged for adverts on TV and one the web and instead we rely on word of mouth and online reviews of existing customers to get new customers. 
This business model is heavily dependant on how good a service the kitchen and waiting staff provide.
I will discuss my experiences with handling customers in greater detail in the following sections. 
[bookmark: _Toc18101053]Customer value, what is it and how to increase it 
[bookmark: _Toc18101054]The definition of customer value
Values are often difficult to quantify and with customer value it is no different. An idea regarding this was proposed by Woodruff back 1997 and he proposed that customer values could be though of as how well a customer is going to think of a product or a service. (Gallarza, 2011)
It is worth noticing here, that the quality of the said product or service is not necessarily important, rather how the customer perceives it. Seeing this in another light we could even say that is how the customer feels emotionally about a product. 
A common example that I found mentioned online when researching this was the example of Android and Apple smartphones. Most websites and reviews I saw suggested that Android phones often have more features at the same price point but Apple gives its users a feeling of luxury and in doing so they cement those customers to the Apple products. (Sheikh, 2013)
A real life example of this manifestation customer value that I saw was that my wife had to borrow my old Android phone to complete her European citizen registration. However, despite the lack of technology available on older and cheaper phones, she was still insistent that the Apple phone offered better value. 
This is a good point to use to explain the two kinds of values that customer might be thinking of: desired value and perceived value. (Neil A. Morgan, 2015)
In the example of European citizenship registration with smartphone, desired value would be having a phone that actually has the features that get the job done and ideally at a reasonable price. The perceived value would the added luxury that feels that Apple phone provides and that her friends see as the better choice. 
From a businesses perspective they need to achieve score highly on both of these factors. To achieve the desired values usually a simply enough market survey and good engineering is enough. However, the perceived values take much effort in terms of building reputation and sustained marketing. 
[bookmark: _Toc18101055]Creating customer value 
Having given a brief description of what customer value is and providing an example, lets now delve into the things that influence it and how to increase it.
The five main things we will be looking at are conforming to requirements, selecting the right product, pricing and branding, services with added value and relationships. 
[bookmark: _Toc18101056]Conforming to requirements 
Using our previous example, this is a simple case of whatever product the business is selling meeting the requirements of the customer. Or in other words, a business knowing what the customer actually needs so that they don’t end up producing a lot something that then isn’t sold very well and ends of wasted resources. (Rolland & Prakash, 2010)
A good example of this is food produce. For example if a milk producer produces a large amount of milk when there was a no actual need for it, that excess inventory is most likely to be wasted as it will go over the expiry date. 
On the other hand, if they do not produce enough milk to satisfy the need in the market than that is also lost revenue. 
The need to conform to requirements leads us onto market mediation. Market mediation can be though of as the art of predicting of what customers will want in the future. Big companies spend billions in this area, and will often have companies of consultants working on trying to predict how much demand will there be. Market mediation is also important for smaller companies, however due to the limited capital of the smaller businesses they often have to make their own predictions. (Dorson, 2017)
[bookmark: _Toc18101057]Product selection 
It is important for businesses to consider what they will offer to the customer and what will be the most efficient for them to provide. For example, companies such a Tesla focus on providing mainly electric cars and they have some auxiliary business that support their main car business or are in line with the same business principle of sustainability that their customers associate with the brand. (Zufryden, 2017)
And there are companies such as Samsung which we know best for their android phones and kitchen electronics, but they also make military warships. 
Product selection blends into branding to some extent. If a customer sees a business selling one particular line of products for many years without change they are then likely to associate that business or brand with that particular product. 
For example, companies such as Hoover that exceled at producing vacuum cleaning machines, ended up at some point being synonymous with a vacuum machine itself. This is, customers started using hoover as generic term for a vacuum machine. 
[bookmark: _Toc18101058]Pricing and Branding 
When looking at the computer market, for the majority of brands the quality of the computers are largely similar within a given price point. However, we do start to see the effect of branding when we compare an off brand generic computer from ebay with similarly specification of a Microsoft surface laptop. The same i7 laptop might cost over double or triple simply because of the Microsoft surface design. 
Microsoft with their surface laptop catalog have created, similarly to Apple, the perception of luxury product and as such are charging a premium. This perception creation was driven by a marketing campaign that aimed at the customers who’s requirements were more luxury and design that actual functionality. 
When discussing the value of better price per pound, most people would agree that cheaper and better is the way forwards. But a market analysis shows that customers disposable income will often spend the extra premium for the luxury products because of the emotional value attached with possessing something rare. (Chang, 2018)
As can be seen by now, many of the factors that affect costumer value are intertwined. Selection of product is part driven by market demand, which is driven by customer requirements and the refinement of these 
[bookmark: _Toc18101059]Adding Value for services 
To make sure they stand out among the competition many businesses try to provide value added services to their products. For example, we have all seen the “three for the price of two” deals at our local grocery store. That is a prime example of a value added service. (Danverme, 2018)
The aim behind these sort of strategies is to attract more customers while taking a relative loss on profit per item sold while placing bets on bringing in new customers who then might buy more products from the business that was providing the sale later. 
[bookmark: _Toc18101060]Customer relationships 
As mentioned in earlier section, customer value is often driven is large part on how the customer feels about a certain product. All the methods for increasing this value at one point or another boil down the relationship that is built between the customer and the business. It is a relationship of trust that the customer has that he is getting the best quality or the most luxurious item when buying from that business.  
The relationships that a sales person selling a product directly to a customer via an active face to face interaction is as strong or have as much influence as a relationship made on the basis of online marketing vie banner adverts or weekly notification emails. However, one costs much more than the other to create. Banner adverts and email marketing can be made automatic while personal interaction can not. (Choi, 2016)
Regardless of the strength of the relationship, this is an area that is becoming ever more competitive and is something that needs to attended to if the business wants to maximise customer value and satisfaction.  
[bookmark: _Toc18101061]Quality of service 
As we saw in the previous section with the examples of smartphones, customers to not always care much for price. Instead, some customers place a lot weight on the perceived value that it brings. We will not look into some factors that affect a customers perception of quality and how these can be affected. 
We will briefly go over three factors that affect quality of service: the perceptions a customer has, the level of satisfaction during and after a purchase and the quality of service from the business and staff. 
[bookmark: _Toc18101062]Perceptions 
Perception is often influenced not by factual differences between products but by emotions. These emotions can be immensely varied, from preferring a colour over another or a product being presented at the wrong time, say for example when the customer is angry at something else. (Shaw, 2017)
For example, say a potential customer walks into a shop to buy some groceries. He might have been feeling unless during the day because of something completely unrelated to the grocery store. However, because he was feeling unwell during the trip he is likely to perceive all products with a poorer mood and might evaluate the taste (in this case, the factual value of a food product) while being affected by his illness and in doing so feel less willing to buy products he normally would. 
Contrast this with a customer entering a grocery store while feeling well and hungry, or perhaps with a craving for something sweet. In that situation, the customer is likely to perceive all food stuff as tasting better and buy more. 
These factors are often beyond the control of the business, but they do affect perceived value almost as much as marketing. 
[bookmark: _Toc18101063]Customer satisfaction 
This relates heavily to the customers feelings, generally satisfaction is measured after a purchase has been completed. Large companies invest heavily in customer satisfaction and try to train their staff heavily to attain a good rating in this metric. (Gustafsson, 2015)
Often businesses will hand out customer satisfaction questionnaires. We have almost all received an email from Amazon or another likewise online retailer asking us for our opinion on the purchasing process a few days after we purchased the product. The feedback we give is then used to gauge how well the company met the customers expectations and where the company can improve in the future. 
[bookmark: _Toc18101064]Quality of service 
This factor is most relevant for restaurants where the customers order and receive their food via the waiting staff. 
Often a complaint that we see of restaurants in general is that they employee unhelpful or rude staff. The staff being the primary point of contact between the customer and the business can in those cases leave a very impression on the customer and make the restaurants perceived value seem low even if the food they serve is of high quality. 
This too is a major influencer in the online business. Despite there not being a face to face interaction, we often come across an item being returned because it didn’t function properly. During the returns process we get direct interaction with someone  representing the company and their helpfulness, the speed at which they get the process sorted, and how much care they show towards the client is a major influencer is having that customer return to that save online retailer in the future or not. (HaemoonOh, 1999)


[bookmark: _Toc18101065]Conclusion 
After having attended classes on the matter of customer value and carried out my research on customer value, it seems to me that in todays world of non essential consumer goods such as smartphones, laptops, cars, once customers get beyond the certain threshold of disposable income the things they value in their products shifts heavily from the factual to the perceived. 
Further research into specifically essential goods such as utilities and medicine, where especially there is no “show and tell” element to it, would be interesting and might show a different pattern. And this could be detailed analysis of a future report that builds on the principles of customer value. 
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