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Beyond Great:

FEATURES OF TODAY'S

Legendary
Companies

Great is really good when you're an
organization. But aspiring to make
legendary status is another level.

BY SOREN EILERTSEN

hile solid economic and financial performance

may be an indicator of a “great” company, leg-

endary status isn'’t solely based on stock returns.

Companies such as Zappos, Nordstrom Inc.,
USAA, Costco and Lego stand out as legendary brands in
the marketplace because they obsess about both the cus-
tomer and the employee experience.Their customers rec-
ognize and celebrate them, and their employees engage
and act as spokespeople for the business. In this sense, cus-
tomers and employees alike become loyal promoters of the
brand, and it is the combination of the two that makes for
a legendary status.
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There are five characteristics that distinguish great and
legendary companies: Others Tell Stories; Customer Value
Focused; Live the Purpose; Promoting Stakeholders; and
Transcend Industry. Let’s take a deeper dive into each
distinctive characteristic.

Others Tell Stories

The word “great” refers to being big in size, long in du-
ration, or above average in quality. The word “legendary”
means something is remarkable enough to be famous. Leg-
endary goes beyond great. A business has a legendary status
when customers begin to tell — and retell — stories about
their unique and positive experiences with the company.

Zappos has become known for exceptional customer ser-
vice. The company trains
its call center representa-
tives to “go above and
beyond” for every cus-
tomer without worrying
about the length of time
they spend on the phone.
They ask representatives
to develop a personal and
emotional connection
with each customer. This
high standard was show-
cased when Tony Hsieh,
the CEO of Zappos, was
with a group of hungry people late one evening in Santa
Monica, California. Food service was no longer available at
their hotel. They cajoled a woman in the group (not a Zappos
employee) to call the Zappos call center, which 1s open 24/7,
to find the names of local food establishments still open and
willing to deliver at that hour. After a bit of understandable
confusion and brief research, the representative provided the
names of five pizza places still open, according to a 2010 Har-
vard Business Review article by Hsieh. He created a Zappos
story with this experience — one which is being told and
retold all over the world and has become free marketing for
the company.

Adult fans of Lego, the Danish toy company, have orga-
nized themselves into groups. These fans know much more
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A BUSINESS ATTAINS LEGENDARY
STATUS WHEN CUSTOMERS
BEGIN TO TELL — AND RETELL —
STORIES ABOUT THEIR UNIQUE
AND POSITIVE EXPERIENCES.

about Lego bricks and systems than the average customer and
typically much more than Lego employees. Known as AFOL,
they show incredible passion for Lego by constantly posting
creations and ideas online. Members meet up at self-orga-
nized user groups and even have an annual exhibition called
BrickCon. Most of the hundreds of millions of Google search
hits and tens of thousands of YouTube videos on Lego come
from this fan base. This is a good example of how customers
share stories and promote a brand’s business.

Customer Value Focused

Companies that know their customers have a significant
advantage over competitors. They educate their employees
on the specific needs of their target audiences and provide
functional product offer-
ings that offer exception-
al significance and value.
By understanding their
targeted customers, leg-
endary companies devel-
op the opportunity to
create an emotional con-
nection with customers
by speaking to their
needs and giving them a
positive experience.

USAA, a financial and
insurance services com-
pany, serves primarily military personnel and their families.
USAA offers a wide array of banking and insurance services,
supplying members of the institution with a single relation-
ship to manage, thereby avoiding hassles and saving time.

More importantly, by speaking the language of the military
personnel they serve, USAA provides a sense of affiliation and
belonging as well as familiarity, which reduces the anxiety
common to banking and insurance relationships. By consid-
ering both the functional and emotional needs of their cus-
tomers, USAA focuses in on providing high value that has
resulted in a much deeper relationship with its customers.

Companies like clothier TOMS take it a step beyond the
emotional and functional elements of value to further con-
nect with their customers through benefiting others. Re-
search by Bain & Co. and published in the Harvard Business
Review in 2016 correlated the elements of value provided to
customer groups with the six levels of human needs on psy-
chologist Abraham Maslow’s hierarchy of needs (physiologi-
cal, safety, love and belonging, esteem, self-actualization).

The research found that more elements of value offered
to customers resulted in higher levels of loyalty and higher
levels of revenue growth. Emotional and functional ele-
ments of value typically address needs on the first three
levels of critical human needs. Providing value elements
that speak to higher level needs can create an even stron-
ger connection with customers. By giving a pair of shoes
away for every pair purchased, TOMS provides a sense of
serving others that fulfills the upper levels in Maslow’s
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hierarchy of needs and attracts a specific, loyal and activated
customer group.

Live the Purpose

Legendary companies are driven by an all-encompassing
purpose. They nurture everyone involved with the compa-
ny — both internally and externally — to adopt that pur-
pose. Internally, legendary companies engage and emotion-
ally connect their employees in their purpose, converting
them into voluntary “spokespeople” for the company. Ex-
ternally, customers become promoters for the business
when they tell others of their positive experiences and per-
sonal connection to the company’s purpose.

As a toy company, Lego’s purpose and vision are about
human possibility. The company wants to “inspire and devel-
op the builders of tomorrow” and “invent the future of play.”
Lego realizes that its success hinges on motivated employees
that are inspired by the company purpose and feel engaged in
the strategy. To understand how this motivation manifests in-
ternally, the company conducts an annual employee survey.
This survey includes a question, measuring the degree em-
ployees are willing to recommend Lego as an employer. This
question is called the Employee Net Promoter Score, or
eNPS, and Lego uses this metric to benchmark employee
engagement and satisfaction. With a stated goal of making
Lego “the best place to work in the world,” the survey helps
Lego determine the underlying drivers of employee engage-
ment and satisfaction. Lego considers the voice of employees
as important as the voice of customers.

Nordstrom 1s another example of a company’s purpose be-
ing both internally and externally embraced. Nordstrom’s
purpose is “to deliver the best possible shopping experience,
helping customers possess style — not just buy fashion””The
company provides “superior customer service and product
quality” in the brick and mortar retail business as well as on-
line. Personalized sales associates research their customers to
better assist them. Customers, in turn, are quick to share those
experiences in their communities.

Promoting Stakeholders

Legendary companies pay careful attention to how they
are viewed by their customers and employees. They aim to
have engaged employees and loyal customers. Engaged
employees are likely to be active spokespeople for the
company, and loyal customers will promote the business to
others. Companies with one, but not the other, won’t at-
tain legendary status.

The Net Promoter Score is the best quantitative measure
of how customers perceive a company or brand. “Great”
companies score above 55, which is recognized as a desirable
rating, and companies that score above 70 are a rarity. Very
few companies achieve this level of loyalty from their cus-
tomers. To complicate matters, maintaining loyalty requires
constant attention since the NPS — a measure of customers’
perception — can shift quickly. USAA had a NPS score of 75
in 2015, while the general financial industry averages around
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Calibrating Customer
Loyalty: The Net
Promoter Score

The Net Promoter Score has emerged as the de fac-
to measure of customer loyalty, reputation, and how
stakeholders view companies. Originally developed by
Fred Reichheld and Bain & Co., NPS is now officially
managed by Satmetrix Systems Inc. The score is com-
piled based on answers to a single question: “How likely
is it that you would recommend [company/product/ser-
vice] to a friend or colleague?” Answers range from “not
likely at all” to “extremely likely” on a 0-10 scale.

Responders with scores of 9 and 10 are seen as “promot-
ers” and loyal enthusiasts who will keep buying and refer
others. Responders with scores of 7 and 8 are considered
“passives” who are satisfied but unenthusiastic custom-
ers. Those who respond with scores of O to 6 are unhap-
py customers or “detractors” who can damage a brand
through negative word-of-mouth exposure.

NPS is calculated by subtracting the percentage of “de-
tractors” from the percentage of “promoters.” This yields
a score ranging from negative-100 to positive-100. While
some criticize NPS for measuring intention rather than
actual retention and referrals, the metric is easily under-
stood by employees and provides the opportunity to ask
additional commentary questions for qualitative feedback
from customers at all levels of the scale.

—Soren Eilertsen

35. Zappos’ recent scores have been in the 50s; the retailer was
recently outranked in NPS by its parent company, Amazon.
In 2016, Nordstrom scored the highest of all “officially mea-
sured” consumer brands with an amazing NPS of 80.They
“beat” Costco, which scored 79 the prior year.

In a “State of the American Workplace” report from 2013,
Gallup pollsters concluded that 70 percent of the American
workforce is disengaged from the company that employs
them. Disengaged employees may passively, if not actively,
speak negatively about the business and consequently take
part in sabotaging its reputation. Instead of focusing on em-
ployee satisfaction, legendary companies concentrate on cre-
ating employee engagement by instilling a culture that is
aligned with the company’s purpose. Employees in these
companies are proud to represent the business, creating in-
valuable and positive ripple effects in the marketplace. Met-
rics to monitor the level of engagement are now frequently
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LEGENDS continued from page 43

used, including surveys that ask questions such as, “How
likely are you to recommend employment at the company
to a friend?” Glassdoor allows current and former employees
to review online the companies (and CEOs) for which they
work or have worked. While skewed by reviews from for-
mer employees, the website’s scoring does provide an insight
into company culture and how likely employees are to rec-
ommend the company to a friend. Scores above 60 indicate
the company has a “great” workplace culture.

Legendary companies differentiate themselves in the mar-
ketplace and redefine, or at least reprioritize, market factors
to transcend their industry. This is often at odds with indus-
try best practices, which homogenize instead of differentiate.
A best practices approach can prevent deep listening to the
customer and hinder learning, which makes it vital to scru-
tinize the limitations that come with such an approach. Leg-
endary companies take deliberate chances on investing in
factors that differentiate them in the marketplace.

Costco’s refund policy and rewards programs are leg-
endary. The company allows for returns of anything pur-
chased (with a few exceptions) at any time for a full re-
fund without a receipt as long as you have a membership.
Costco calls it their “Risk-Free 100 Percent Satisfaction
Guarantee.” This benefit combined with the cash back re-
wards from using the store’s branded credit card or being
an executive member is seen by customers as an invest-
ment in service that surpasses the industry.

Likewise, Zappos was one of the first to introduce free
shipping and free returns of their products. Despite the
associated cost, this offer differentiated Zappos in the mar-
ketplace and cemented its legendary position among on-
line retailers.

The Path from Great to Legendary

There is no linear path to follow to achieve legendary
status as a company. Legendary companies break with the
status quo to transcend their industry and receive societal
recognition. They dare to ask questions that fundamentally
change industry paradigms.

The path starts with a relentless obsession to bring util-
ity, value and service to customers and employees. Leg-
endary companies deliver quality products and go above
and beyond what is typically required in terms of service
and customer care. They make an emotional connection
so the relationship with their customers goes beyond sat-
isfaction to a real sense of affection. Employees in these
companies are happy and engaged.

While the path to becoming a legendary business is
neither linear nor easy, both the journey and the destina-
tion are well worth the effort. wf

Soren Eilertsen is an executive consultant, adviser and an
adjunct faculty professor of business strategy at Pepperdine
University's Graziadio School of Business and Management. To
comment, email editors@workforce.com.
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PBMs continued from page 25

For instance, if a consumer’s co-pay at a pharmacy is
more than the cost of the drug, PBMs often utilize a claw-
back practice and the consumer still pays the co-pay. The
remainder then goes back to the PBM, not the employer
or the patient.

Larson recommends that in the contract negotiation
phase, employers include language that clearly states if the
cost of the drug is lower than the co-pay, the patient pays
the lower amount.

“If you don’t do that, the clawback issues can continue,”
she said.

The More In-House Approach

Caterpillar Inc. is one example of a large employer that
took an active role and did something disruptive to deal
with pharmacy spend. “We carved out a lot of the strate-
gic decisions PBMs make on behalf of employers and
made them ourselves,” said Todd Bisping, global benefits
manager at the Peoria, Illinois-based heavy equipment
manufacturer. This shift of strategic power began in the
mid-2000s, he said.

Caterpillar opted to build its own networks — that is,
determine which pharmacies to contract with and give
its members access to — rather than relying on a PBM to
do so. It decided to determine its own pricing methodol-
ogies in contracts rather than using PBM-negotiated
drug prices. It also designed its own formulary, a list of
brand name and generic prescription drugs that employ-
ees covered by a specific health care plan can use.

Caterpillar still uses a PBM, Optum, for tasks like prior
authorizations, customer support lines and some step
therapies. When they started this process over a decade
ago, they were using Milwaukee-based Restat, which was
bought by Catamaran in 2013. Optum then acquired
Catamaran for $12.8 billion in 2015 and renamed the
company Optum Rx.

Over the past 10 years, Caterpillar slowly brought more
elements in-house. It started in 2005 when Caterpillar be-
gan implementing changes in the way it did formularies
and continued over the next decade to include changes in
supply chain. A team of professionals managed the process,
including doctors who help with the clinical aspects of
the design, a third-party pharmacy consultant, the Cater-
pillar benefits team and their PBM.

When Caterpillar began directly negotiating with phar-
macies, the largest hurdle was finding someone willing to
partner with them.““No one was really contracting direct-
ly with pharmacies in the self-insured employer space,
said Bisping. But “that’s how you bring innovation into
the market.” In 2009, Walmart was the first pharmacy to
partner with them, he added.

One major aspect of these first contracts was deal-
ing with the transparency issue. While many compa-
nies mean transparency in rebates when they use that
term, Caterpillar adopted a broad definition, one that
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