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“Choose any specific case study (either your current employers or if not currently working
any organisation of your choice, for example an organisation that you have previously
worked for) and:
1) Critically analyse the factors that influence your organisations ability to maximise
customer value.
2) Identify the systems that supports your organisations quality processes and provide a
critical understanding of the extent to which you think those systems are effective in
meeting customer requirements.’

Introduction:
Over the last two decades, the focus towards improving service quality and customer value has become pivotal in the success of organizations across all industries. Customer value is the perception of what a product or service is worth to a customer versus the possible alternatives. Worth means whether the customer feels he or he got benefits and services over what he paid (Mahajan, 2016). Service quality is generally viewed as the output of the service delivery system, especially in the case of pure service systems (Bhargava, 2020). The influence consumers now have over organizations has made them one of the main priorities in a company’s objectives. The influence they now have over the market determines the success and profitability of these organizations. Companies which do not focus on improving services for customers are ones which can go bankrupt. The majority of multi-billion-dollar companies, such as Apple or Tesla, succeed the way they do because they provide bespoke and excellent customer service which has made customers very loyal to the brand. This brand loyalty is the reason many companies are profitable and are able to charge such high prices to customers. One of the main ways in which customers influence organizations is their Supply Chain Management (SCM). SCM is the management of the journey of goods and services. It includes all the methods used in order to turn raw materials into the final good or service. The importance of SCM is that it smoothens the supply-side processes so that customer value is maximised, and businesses are able to gain a competitive advantage in the market against its competitors (Hayes, 2019). 

In this essay, I will critically analyse the factors which influence an organizations ability to maximise customer value, analyse the systems which this organization uses to improve their quality processes and evaluate the extent to which these systems are effective in meeting customer requirements. The organization I have decided to analyse is Waitrose. This is because it is a well-established company in the supermarket but operates differently to its bigger rivals such as Tesco or Asda and I have also worked there in the past. Waitrose charge relatively higher prices compared to its competitors, but this is due to the fact they created a brand where they have attracted very loyal customers – customers who are willing to pay a higher price for the service they receive at Waitrose. Due to the fact Waitrose have focused on areas which its rivals have lacked in, they have enabled to create a unique customer experience when it comes to shopping. The ways in which Waitrose have done this will be explained in this essay along with factors which may influence it differently.

Customer Value:
Maximising customer value is a very important aim for all businesses and is a crucial aim when competing in a competitive market, such as the supermarket industry. Maximising customer value means that customers will be satisfied with the service they receive. This encourages them shop again leading to greater profits. It also means customers will also refer their friends and family to also shop at the same place increasing profits further. This creates a chain reaction of referrals and recurring customers significantly increasing exposure for the firm. This allows them to grow further hence increasing profits greatly. It also means customers will stick to this brand if they continue to improve their services creating a strong loyalty for the brand. In the long-term, this means that businesses can charge higher prices due to the fact they know they will still have demand therefore showing the importance of customer value. There are several factors which impact customer value. These include communication, interactivity, mission marketing, brand equity, service quality, perceived cost, confident, strategic consistency, customer satisfaction, customer loyalty, planning and evaluation and organizational infrastructure (Sivanenthira & Shivany, 2013). All the factors listed above generally customer value and come factors in particular heavily influence the customer value at my chosen organization, Waitrose.

There are five dimensions customer value which businesses work towards improving over time. These dimensions are conformance to requirements, product selection, price and brand, value-added services and relationships and experience. These are also factor in influencing organizations, such as Waitrose, in maximising customer value. If these factors can be achieved to their maximum potential, then businesses are able to execute a very high level of customer value. Factors such as price and product selection can also give companies a comparative advantage in their respective industries hence reducing average costs in the long run also as well as improving customer value.

Conformance to Requirements and Product Selection:
Conformance to requirements is where businesses are able to offer all of the customers wants and needs, changing the supply chain quickly in order to satisfy the demand. In order for the business to keep efficient, they must be aware of the demand in the present and in the future in order to keep an adequate volume of stock in inventories. If not, then demand may exceed supply or vice versa. Each respective consequence means sales are lost or large inventory costs are created throughout the supply chain. This dimension of customer value is mainly influential is seasonal markets where demands changes very often such as clothing. However, it can also affect Waitrose also. For example, factors such as seasonal holidays, weather changes, and national sporting events can influence the requirements needed by Waitrose therefore impacting customer value. Holidays such as Christmas or Easter will mean Waitrose will have to adapt their supply chain to fulfil customer needs. For example, during Christmas, it means Waitrose will have to have more products such as alcohol, chocolates, mince pies etc in stock. If they fail to do this and shelves are empty, it means that customers will not be happy and will shop elsewhere to get their Christmas shopping, presents etc. This reduces profits earned by Waitrose also affecting them in the long term as costumers will not be encouraged to come the year after as they know Waitrose will have nothing in stock. This concept also applies to other factors such as seasonal changes and sporting events. For example, during the summer, fizzy drinks, beer and ice creams are heavily demanded thus Waitrose will have to adapt their inventories to make sure there is room to hold extra stock of these items. Sporting events such as the World Cup means that England is a heavy theme during these times thus Waitrose must adapt their products to fit this. This can include changing the labelling to fit with this theme. This will make products more aesthetically pleasing increasing sales. If Waitrose does not keep up with current events, they will miss these and lose out on many sales as customers will go elsewhere. This shows how seasonal holidays and events can significantly influence the supply chain of Waitrose therefore impacting their ability of maximising customer value. These factors also influence another dimension which is product selection. Whilst already providing a very large variety of products, Waitrose must also predict demand for the future and make sure they have the products that customers will want. Whilst this may be hard to manage, if not done effectively, customers will decide to shop elsewhere harming the profitability of the business therefore showing the importance of product selection in maximising customer value.


Price, Brand and Value-Added Services:
Another dimension of customer value is price and branding. These two areas are crucial in the success of any business long term and short term. Pricing draws in customers in the short term and maintaining a strong brand will retain recurring customers for the future securing demand in the future. Being competitive in these two areas will ensure customers are receiving value for their money therefore maximising customer value. Due to the large competition in this industry and the similarity of products each store sells, many supermarkets do not compete on price to attract customers but focus on strengthening their brand and improving other factors such as quality to keep customers coming back to their store. However, over the past several years, price has become quite a pivotal factor in maximising customer value. This is due to the growth of lower end supermarkets such as Aldi and Lidl who have significantly increased their market share due to the very low prices they charge. As of 2019, the competitive nature of their low prices has not only reduced the market share of Tesco, the largest supermarket, by 3% since 2012, it has also increased their market share by a total of 6.2% whilst also making Aldi the 5th largest supermarket in the UK (Wunsch, 2019). This shows that price is a very influential factor in maximising customer value. This data therefore can argue that Waitrose are not maximising customer value due to the commonly known higher relative prices they charge compared to other competitors.

However, there is data that shows this is in fact not the case. From 2012 to 2019, the market share of Waitrose has not fallen but has in fact increased by 0.3% to 4.9%. This shows that Waitrose must be maximising customer value in another way in order to increase their market share. This reason is due to their high-quality produce and strong brand loyalty from customers. Waitrose have heavily strengthened their brand in the last few years focusing on improving services for their customers. Subsequently, this has led to customers sticking to Waitrose as they have trust in the brand and the quality, they successfully produce thus they are able to achieve their high levels of demand whilst maintaining a premium price. 
Another reason they were able to do this is because focused heavily on another dimension of customer value which is value added services. By focusing on additional services Waitrose can provide to their customers, it means they feel more valued therefore stick by the brand and again, are willing to pay a relative premium. As previously said, the supermarket industry is heavily populated and is a very competitive market hence price is not a key area of competition. Organizations must improve other areas of their business to attract customers. Waitrose do this by getting closer to customers and providing with benefits over other supermarkets. For example, one of the key services Waitrose provide compared to all other supermarkets is one free hot drink per day. This feature is a very strong selling technique Waitrose use in order to attract customers. For example, for a working commuter, a free coffee or tea would be essential to their day therefore getting it free would be a great benefit for them hence increasing customer value. However, in order to benefit from this free coffee, customers must fulfil two necessary requirements. These are that they must have a Waitrose card and they must purchase at least one item in the store in order to redeem their free drink. By implementing these two requirements, it means Waitrose can increase customer value as well as strengthen their brand and get closer to their customers. A necessary purchase of a single item will simply increase revenue for the firm. 

Whilst one item may seem like very little revenue, as of 2015, it was reported that Waitrose had 5 million myWaitrose customers (Faull, 2015). If 50% of these customers redeemed a free coffee every day and spent £1 for an item, it means Waitrose’s sales would increase by a minimum of £2.5 million per day. This shows the large scalability of including this service to significantly increase profits. Furthermore, customers will also have to sign up in order to get a myWaitrose card. This means the company will have access to their data such as email addresses which can be used to promote offers etc to attract customers to shopping more at Waitrose in the long run. This enables Waitrose to create a set of recurring customers who, over time, become loyal to the brand. Also, in the long term, Waitrose are able to track the products customers buy therefore applying appropriate discounts. This also increases customer value as customers feel they are being treated better from the business receiving personal discounts as to more generalised ones which customers receive. This shows that brand loyalty and additional services are some of the most influential factors in maximising customer value in modern day times. Due to the fact that prices and product variety are two factors which are not as competitive anymore, these other two factors have become significant foci for supermarkets in order to increase their customer base and retain these customers for the future also. As analysed, Waitrose have successfully implemented these strategies in creating a premium grocery brand which has very happy customers.

Service Quality:
Service quality is the other ‘branch’ of efficiency which organizations continuously focus on improving as they have a great effect on the profitability of the business. Improving service quality also increases customer value which is, an analysed previously, very important to the company. Service quality is one of the four factors which affect a consumer’s perception of service. The other three factors are customer perceptions, customer satisfaction and service encounters. Service quality is the customer’s judgment of overall excellence of the service provided in relation to the quality that was expected. The difference between what was expected and what was experienced is known as the customer gap. Customers form their judgment of service quality against the following criteria: outcome quality, interaction quality and physical environment quality.

[image: Gap_model]The gap model is a service model which is used to help companies understand different degrees of customer satisfaction. The gap creates a framework for the overall service experience and finds discrepancies between these processes so that the entire model will function at a high-level efficiency (Gap Model of Service Quality, 2019). This model helps organizations locate where inefficiencies are occurring in their service delivery process therefore target these areas and improve them, in turn creating a more efficient process thus improving customer satisfaction in the long run (Gap Model of Service Quality, 2019). There are five gaps which companies look to reduce within their service process. Gap 1 is the difference between what customers expect and what managers think they expect. Gap 2 is the difference between management perception and the actual specification of customer service. Gap 3 is the difference from the experience specification and the actual delivery of experience – managers must make sure employees fulfil the specified level of service consistently over a sustained period of time. Gap 4 is the gap between the delivery of the customer experience and what is communicated to customers. Finally, gap 5 is the gap between a customer's perception of the experience and the customer's expectation of the service (Service Quality Gap Model, 2013). Companies work to reduce these gaps in order to create a more streamlined, efficient and effective service process which improves customer satisfaction. Waitrose have implemented certain methods which help to reduce these gaps and improve their service quality.Figure 1 - (Service Quality Gap Model, 2013)


Service quality is also broken into five categories like customer value. These categories formed the SERVQUAL model, created in the 1980’s by academic researchers Zeithaml, Parasuraman and Berry (Fripp, 2020). The categories were reliability, responsiveness, assurance, empathy and tangibles. Reliability is where customers are confident in the organizations ability to perform the required service dependably and accurately. Responsiveness is the organizations ability to efficiently help customers and provide a prompt, quick service. Assurance is where employees have the knowledge and experience to help customers conveying trust and confidence towards them. Empathy is where the business individually cares and listens to each of their customers providing close attention to them. Finally, tangibles are the combination of the appearance of physical facilities, equipment, personnel and communication materials (Arlen, 2008). This model is still used to this current day by companies in all industries. In order for customers to have a pleasant experience, these five factors must be of a high standard. It is hard for companies to focus on all parts of service quality as it is not cost efficient therefore focus on areas which they feel is more important to the customer. In the supermarket industry, providing high quality customer service and customer experience is very important as these are the things which will differentiate the store from its competitors. Waitrose is one of the highest-ranking supermarkets as regards to customer service. They have achieved this by focusing on a few of these factors in detail via a variety of methods. I will analyse these methods and evaluate their effectiveness in improving service quality and customer satisfaction.

Assurance, Responsiveness and Tangibles:
One of the main systems which Waitrose use to improve their quality processes is their training processes and treatment of employees. They train their employees to a very high standard and treat them with the upmost respect. Being highly trained means that workers are able to complete tasks quickly and accurately. This will mean any queries from customers in store can be carried out promptly giving customers a swift experience in store hence maximising the responsiveness category of service quality. Furthermore, having highly trained employees means that they live up the actual specification managers perceive, subsequently reducing gap 2 in the gap service model. This shows that Waitrose training their employees to a high standard leads to greater customer satisfaction. This system is very effective meeting customer requirements as it achieves the second most important factor of service quality, responsiveness (Arlen, 2008). Even though it may take longer to train employees to higher standards and will cost more, in the long run the benefits will outweigh the costs as employees will not lose the skills they learn. This will mean they will be more productive and a more valuable asset in the workplace.

Treating employees with respect in the workplace is important in supporting service quality because a happy employee also leads to a happy customer due to the fact the employee enjoys their time in the workplace. This improves morale and encourages them to work better hence providing better quality service. Employees feel valued and appreciated thus work better at their jobs (Ward, 2019). Making workers feel valued and giving them attention stems from earlier methods of the Human Relations Approach. This was a theory developed in the 1920’s by organizational theorist Elton Mayo. He believed workers were seen as machines in the workplace and in order for them to work more efficiently, they needed individual attention, so they feel valued in the workplace. This would make workers feel more as part of a team and increase morale. From past experience of working at Waitrose, I know they do this by giving their employees monthly targets to achieve giving them purpose in the workplace. In order to progress further in the store, these objectives must be complete. Furthermore, when starting new, each employee is assigned to a team leader. This is a person they can go to when they need help and are unsure of anything whilst working. Employees are also grouped with these specific team leaders and these do not change. This forms a sense of trust and teamwork within employees as they have colleagues who they work with on a daily basis and also have a leader when they need help. This makes workers feel more comfortable and confident in the workplace therefore will execute a better job hence a higher standard of service. As they are comfortable in the workplace, they will be able to work without any stress hence can help customers in calm and peaceful manner. This will therefore improve the assurance side to service quality leading to greater customer satisfaction. One of Waitrose’s biggest strengths compared to every other supermarket is that they are a partnership firm. This means that every employee in Waitrose has a minor share in the business and receive a bonus every year according to this share. As employees work longer at the company and work up the ladder, this share increases slightly. This is a very good way to motivate employees to work hard as it shows that Waitrose see them as partners and not just workers. This gives them value and makes the employees feel they are important in the workplace hence leading to a higher standard of customer service thus customer satisfaction.

At Waitrose, employees must also wear ties and aprons whilst on the shop floor maintaining a smart look at all times. The smart presentation of employees makes customers feel they are in a better environment. This betters their shopping experience leading to greater satisfaction thus better service quality. This is very important in achieving high levels of customer satisfaction as employees are the face of any brand. If customers have bad experiences with employees on a regular basis, then they will shop at other stores where they will be treated with more care and will enjoy their experience. This shows importance keeping high levels of service quality, especially assurance and tangibles, in order to achieve greater customer satisfaction and retain long term customers. 

Reliability:
Another system Waitrose focus on very closely is their sustainability and their carbon footprint towards the environment. They take great care and pride in how they package their products, how they source their meat and how they dispose their packaging. Waitrose have established themselves in the supermarket industry as a very sustainable and economically friendly business. One of the ways they have shown their customers how much they pride themselves in their sustainability is through recycling. Whilst working at Waitrose, I noticed no plastic or cardboard would be throw in a general bin. They have specialist recycling bins in their stores which crush all cardboard and plastic together which is then recycled later on. The environment is becoming more of an important issue in the global economy and is an issue which is increasingly growing exponentially every year. By addressing this situation, it shows customers that Waitrose do not only care about making money, but also care about how this money is made and how they are minimising any collateral damage. This increases reliability as customers are confident in that purchasing goods at their store means they are not aiding any harmful processes of production but instead are supporting greener methods therefore improving service quality thus increasing customer satisfaction as a result. 

Waitrose also utilise any fresh food which is left over from the day. In 2017, they partnered with. FareShare, a charity which fights against hunger and food waste. Any stores with leftover food would upload onto their app which would be collected by local charities who would distribute this food to those in need. Any other unsold good food is often sent to Company Shop Group, the UK’s largest redistributor of surplus food (Waitrose Limited, 2020). Waitrose have also removed 5p bags from their store, so customers use their own bags or purchase bags for life which are better for the environment. furthermore, Waitrose have promised that all own-branded packaging will be reusable or be made out of recycled materials by 2021 (Waitrose Limited, 2020). All these solutions to tackle the environment means Waitrose are able to get to customers closer on a more personal level and gain their trust in that they are a company who are willing to change for the greater external good. This makes customers feel comfortable shopping at Waitrose and makes them more confident in Waitrose as a brand itself eventually creating long term and loyal customers. This shows the significance of tackling environmental, external factors in the industry to help improve customer satisfaction and improve service quality. Looking at the gap model, creating a more sustainable production process reduces both gaps 4 and 5, as customers are receiving a better experience which will be then passed on via customers through friends and family. Whilst packaging all goods out of recycled materials may make the production process a lot more expensive and may change the whole SCM process, in the long term it is far. more beneficial as it is now a global trend with companies of all industries working towards a greener footprint. By combatting this problem hard and early, Waitrose gain an advantage over their competitors and have justification in charging higher prices. Customers are willing to pay a premium if they know products have been produced sustainability and their money will be going to a better cause compared to other stores. This therefore shows the importance of Waitrose implementing sustainable systems, throughout the whole business from SCM to the customer, and its effectiveness in meeting customer requirements. 

Conclusion:
In conclusion, there are many factors which influence an organization’s ability to maximise their customer value. These factors must be combatted by companies to reduce the effects they have. Businesses must also put in place systems to improve service quality over time in order to effectively achieve high levels of customer satisfaction. They must adapt to present day situations in order to grow and not be left behind. This may include changing their whole supply chain if needed be or rebranding their whole brand. These major changes must be made in order for firms to compete over long periods of time and for them to dominate a market. All these changes must be made due to the power consumers have over the profitability of any organization. The influence they have grown to have over the past two decades has meant that businesses are willing to spend extra millions of pounds in outsourcing, production processes, advertising etc in order to please the customer. This shows that having high levels of customer value is integral in any business and consumers now have the most power in any sales chain. 

The five dimensions of customer value are all very important, but companies cannot improve all five simultaneously therefore must concentrate on a few factors. In the supermarket industry, one of the most important factors which influence an organization’s ability to maximise customer value is their addition of value-added services. This because the supermarket industry is heavily competitive with many competitors supplying the same goods to consumers at similar prices. This means firms must compete on other factors such as these services in order to attract customers and retain them for the future. This ties into another factor which is brand. Businesses must establish a strong brand in order to show customers they can trust them in their reliability and knowledge of the market – therefore improving service quality also. In the long term, once customers indulge into the brand, they are less likely to shop elsewhere thus when shopping, they are more inclined in buying into the brand rather than taking the products for their individual value. Waitrose have successfully done this in providing a free drink a day, their partnership scheme and becoming more environmentally friendly. These systems have improved the service quality of Waitrose reducing the gaps in the gap model and has in turn significantly increased customer value where customers now trust the brand and are willing to pay a premium for it. Therefore, in conclusion the most influential factors in maximising customer value is value are value-added services and brand loyalty where Waitrose effectively achieve these through their environmentally friendly SCM and their partnership scheme. 
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