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behavior that competitors are so far unable to match. Progressive uses sophisticated algorithms to
extract insights from its data, such as getting a ticket for “failure to yield” warrants a higher
premium increase than does getting a ticket for “speeding.”

Relational Value

Companies focusing on relational value are unlikely to offer the lowest price or the latest
performance features. Instead, these companies offer their customers a more customized set
of solutions. They do this in a variety of ways depending on the market. Sometimes it is through
customer intimacy and personalization; in other cases, customer collaboration or a best total
solution is important.
Companies competing on relational value have several things in common. First, their
relationships with their best customers are unusually tight, with mutual trust based on shared
understanding and commitments. Second, they have broadened their offerings far beyond their
core product to include customer information and training, complementary products, support
services, and financing as required. They compete on scope rather than scale—meaning they offer
a range of wn.vm:oa and services to customers instead of focus on selling a few more standardized
offerings. Third, their customers think they are getting offerings that have been tailored to their
needs. It may be fully customized or simply personalized. This is not the “one size fits all” wquow%
of price value.
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customer design challenges also helped advance its own technology and enabled it to enter other
device markets.2*° : :
These common features conceal huge differences in how relational value is mmr<®8m. in
different markets. Customer relationship management (CRM) mmwnomow@m are used by firms Enm
Fidelity Investments that serve mass markets with millions of customers. Oogwamrmbm?m solution
management approaches are applied by firms like Rolls-Royce when complex systems are sold to a
small number of very valuable customers. Of course, there are many markets that use some of each

mm%qomow.

Customer Relationship Management

The essence of CRM is customizing products and services for each particular customer. More
precisely, itis a cross-functional process involving a continuing dialogue with customers, managing
across all customer touch points, and offering personalized treatment for the most valuable
customers. These firms harness digital technologies to cost-effectively have dialogues with
customers and gain a comprehensive view of each customer, including their ?omgwEQ. Fidelity
Investments repositioned itself with a strategy of providing affluent investors with credible advice
and investment solutions tailored to the individual investor’s situation and delivered with excep-
tional service to meet specific needs. This required careful identification of customer segments to
nurture, the formation of dedicated service models and offerings for each segment, and
personalized education and guidance appropriate to the profit potential of each segment. For
example, Fidelity uses a “digital advisor” for clients with as little as $5,000 to invest, while clients
with at least $50,000 invested have access to an investment memm&osm_.E For its wealthiest clients
with more than $5 million in assets, Fidelity Investments launched Fidelity Private Wealth
Management in 2012. These clients are provided with a team of five financial ?omwmmwob&m“ ledbya
wealth management advisor.'

Comprehensive Solution Management

Solutions are bundles of products and related services that create value greater than the sum of
their mmzm._m To offer a real solution, and not just a repackaging of existing products and services,
four criteria must be met:

e FEach solution is co-created with customers.
o It is therefore tailored to each customer.

o The relationship between customer and supplier is unusually intimate.
s accept some of the risk through mowmogmbom-v%mm or risk-based contracts.
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relationships that are much deeper and broader than those enabled by CRM with social and
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