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Preface

“Its not what you don’t know that hurts you, its what you know
that aint so.”
—MARK TWAIN

Mark TWAIN COULDN’T HAVE been more right, especially when it
comes to modern business strategy and execution. Over the past three
years, we've conducted research that jolted us out of our personal smug
assumptions about the nature of business. What we “knew” about business
was keeping us from seeing the changing realities of commerce. Perhaps
like you, we had ample reason to believe that we had a handle on the nature
of business, a deep understanding of what customers wanted from the com-
panies that served them, and a better than average insight into what makes
commerce tick. We believed that when customers talked about price, they
naturally meant they wanted the lowest price available. We were wrong. We
also believed that—given a choice—customers would naturally always pre-
fer the highest product quality. Again, we were wrong. And, perhaps most
significant of all, we believed that all businesses should strive to be the best
they can be at everything they do. Frankly, we discovered we couldn’t have
been more wrong about this, and we hope our experience sets off some
alarm bells in your head.

What we discovered was that, across the globe and across all industries,
businesses are spending billions of dollars sending poorly aimed—and in
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some cases offensive—messages to their customers and leaving literally bil-
lions more on the table each day. Instead of talking to customers in a lan-
guage they can understand and find meaningful, most businesses are actually
demonstrating—through advertising, marketing, merchandising, product
assortment and selection, transactional terms, and service levels—that they
don’t respect or even know whom they are doing business with. To para-
phrase the G. B. Shaw aphorism about the British and the Americans, busi-
nesses and customers are increasingly separated by a common language. The
words used by both are the same, but the meanings are entirely different.

Companies large and small are offering customers everything except
what those customers really want. Every business day, thousands of busi-
nesses spend millions of dollars on focus groups, surveys, and processing
call-center reports, all to limited avail. In almost every trade sector, all
businesses—including market leaders—Ilive in the shadow of unforeseen
competitive threats. Just consider how many local businesses, from super-
markets and sporting-goods stores to jewelry and hardware stores, spent
years confident that they knew their customers and what those customers
valued. Imagine how comfortable they felt and how secure they thought
their businesses were, until Wal-Mart opened up in their towns and—
armed with a superior understanding of customers and what they wanted—
summarily put them out of business. Or imagine how confident IBM and,
yes, even Xerox were that they understood the needs of the computer user,
until their market dominance was usurped by “upstarts” such as Microsoft,
Dell, Gateway, and Apple. Think about how Apple itself fell prey to the
same trap. The bottom line: Global business—and perhaps more impor-
tant to you, your business—is inexorably, and unknowingly, marching
toward a crisis point.

The bad news: Today’s market leaders across all commercial sectors are
in jeopardy. We are poised on the brink of a customer revolution, a revo-
lution whose demands could not be more clearly articulated: Recognize
and respect me as an individual and start doing business my way. The good
news: Not only can the worst-case scenario be prevented, but also compa-
nies that pay attention to the lessons we’ve learned can avoid disaster and
take advantage of an unprecedented growth opportunity.
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It’s true that the demand for new business practices is edging many
businesses close to crisis, but it’s also true that in a world of increasingly
ubiquitous product quality, increasingly similar market offerings, stan-
dardized service levels, and relatively normalized if not standardized pric-
ing, companies that crack the customer code and break from traditional
business practices stand to gain disproportionate advantage over their
competition. Our mission in The Myth of Excellence is both to describe the
parameters of the threat to your business as well as map out a plan for your
future success.

No matter how robust or poor the economy appears, and no matter
how much sales and profits increase or decrease, commercial prosperity
bears a frightening resemblance to a house of cards, because customers are
deeply resentful and personally dissatisfied with their commercial experi-
ences. For the first time in history, businesses are being asked to do some-
thing other than engage in commerce. Customers increasingly frustrated
with the experience of their lives want reinforcement of personal—not just
commercial—values. The terms of commercial engagement have changed,
and changed forever; businesses that dont find ways to engage on the new
terms will fail.

As a result of misunderstanding what customers really want and how
best to serve those wants, even the world’s most successful businesses have
bought into what we have termed the myth of excellence—the false belief
that a company ought to try to be good at everything it does. Misdiagnose
the problem and you almost inevitably misdiagnose the solution. Because
businesses focus on increasing transactional value rather than nurturing
sustaining relationships, and increasing the value of a transaction rather
than worrying about the values surrounding the transaction, they almost
intuitively adopt strategies aimed at becoming the best at every aspect of a
transaction, an approach that leads to a lack of enterprise focus, which in
turns confuses and alienates customers.

We interviewed dozens of world-class business leaders, and time after
time we heard how their companies offered customers the highest-quality
products at the lowest prices, providing the easiest access to sales environ-
ments that were fun and characterized by the best service available. They
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had spent literal fortunes customizing their products and services based on
what they “heard” their customers saying, but they consistently failed to
“listen” to what those same customers were really saying. When we talked
to their customers, we were told a much different story.

We heard CEOs boast of how well they customized their products and
services against target markets only to watch their sales slide over the next
few months. We interviewed companies in the course of researching this
book that went bankrupt before the final draft was completed. And over
and over again, we found companies overspending against any plausible
hope of a return. Their experiences form the foundation of this book.
Business isn’t a Greek tragedy: Learning from the mistakes of others can
help you change your fate.

For the purposes of our analysis, we have divided all commercial trans-
actions into five elements or attributes: price, product, access, service, and
experience. We identified these five attributes because they are present in
every commercial transaction—business-to-consumer or business-to-
business. We assigned a numerical value to each of these attributes, with 5
indicating market domination on an attribute, 4 indicating differentiation
around an attribute, and 3 indicating that you've effectively met—but not
exceeded—market competition on an attribute. We've termed the ability
to see business through the customer’s eyes and conduct business on terms
that customers find meaningful on a personal level Consumer Relevancy.
And we've found that you can profitably conduct business on these terms.
Looking at the world through the lens of Consumer Relevancy, we found
that the best companies have a strategy for dominating (i.e., being world-
class) on one of the five attributes of product, price, access, experience, and
service, differentiating on a second, and being at industry par (i.e., average)
on the remaining three. On a 1-to-5 scale, where 5 is world-class, 3 is
industry par, and 1 is unacceptable, a perfect score is 5, 4, 3, 3, 3. Two addi-
tional “rules” apply: There is a “no-man’s-land” or “consumer underworld”
into which no company should travel. As a result, you can’t be below indus-
try par on any one attribute. At the same time, you shouldnt attempt to
be a 5 on more than one attribute and a 4 on more than one. If a business
is below par on any attribute, it cannot be viable for very long, as con-



Preface xvii

sumers will reject its value proposition over time. If a business is a 5 on
more than one attribute and a 4 on more than one, it has created needless
differentiation and is leaving money on the table.

There is a growing gap between the content of a business transaction
(the value of a product or service) and the context (the values surrounding
doing business). We found business after business simply missing the point
and believing that value was an effective commercial substitute for values
and that transactions were an acceptable alternative to the relationships
customers want. In companies trying to be great at everything, this mis-
understanding created substantial value leakage. In companies that weren’t
so great, it was the first step toward disaster. Customers are looking for
deeper levels of personal recognition and a clear statement of values, but
their pleas are going largely unheeded by the businesses that serve them.
The context in which your business engages consumers (in Wal-Mart’s case,
the absolute trust of an honest low price) has grown in importance, eclips-
ing the content of your product or service. Most businesses have been
improving their product offering since opening their doors, yet the context
surrounding the transaction has been an afterthought, a necessary evil in
the mindless dash for differentiation. Human values, not commercial value,
have become the contemporary currency of commerce.

Let’s briefly go back to Wal-Mart and try and put some flesh on the
bones. Wal-Mart is known as the price leader, but its prices are not always
lowest. It dominates (earns a 5 rating) on price because consumers trust
that its “everyday low prices” philosophy will provide them with an honest
price in the low-price range, a price with no hidden gimmicks, and in all
product categories. Wal-Mart’s honesty and true understanding of what
consumers value is reflected in Wal-Mart’s values and how the company
treats customers. Wal-Mart differentiates itself on product (earns a 4 rat-
ing). Product quality is high but not as high as key competitor Target. And
on service, access, and experience, Wal-Mart is industry par, i.e., average
(earns a 3 rating) in each of these attributes.

We don’t believe all businesses are the same; in fact, we don’t really
believe any two businesses are identical. But we do believe we've found a
process and methodology that can be customized and applied to any busi-
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ness from the corner barbershop to Microsoft with proportionately equal
benefit. It begins by mapping out how all the stakeholders of a business
really see that business; moves to an analysis of competitive factors; and,
finally, allows you to create a future blueprint for your business. We'll also
describe the great “white space” opportunity that lies just beyond your cur-
rent grasp—the opportunity to both reduce operating costs and, more
important, increase top-line sales and profits.

And, of course, there’s another reason to read. Business is a two-way
street, and everyone from Bill Gates to the Queen of England is somebody’s
customer. The Myth of Excellence helps bring understanding to both sides
of the transaction, allowing businesses to see through the eyes of their cus-
tomers—and vice versa.
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CHAPTER 1

TH1s BOOK IS REALLY the diary of a journey—field notes from an expe-
dition into the commercial wilderness, if you will. Our trek began with a
survey, fairly modest in conception although broad in scope. After all, we
thought we knew how consumers felt. Understanding consumer dynamics,
analyzing marketplaces and market spaces, anticipating the impact of tech-
nological change on businesses and consumers, and looking into the future
are all significant elements of our day-to-day business and personal lives.
In retrospect, it is incredible how naive we really were—naive, but not
unlike a lot of other businesspeople. Since we knew what we were looking
for, we wanted the data to provide verification of our brilliant insights. Like
a company polling its customers and rationalizing any negative comments,
we expected the survey results to support our entrenched assumptions.

We assumed, for example, that consumers wanted the absolute lowest
prices, the very best products, and lots of value-added services. We also
expected them to tell us that they wanted shopping to be fun and enter-
taining. We were in for a shock.

Our real journey started when the data came back. We were sitting

in the conference room of a restored Victorian home in Westporrt,



