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The significance
of customer
experience

in M&A

By Darrell Hardidge*

Customer experience is now the key business
battleground according to US top 500 chief executives.
Market leadership is being fought and won in this area.
Delivery, supply, price, stock, knowledge, location,

etc. no longer provide adequate points of difference.
Globalisation and delivery services like Amazon have
changed the landscape forever. The challenges of
managing this change over the next 3-5 years are going
to be profound, and many top companies won'’t survive.

'‘Obsess over your customers

and not over your competitors’

- Jeff Bezos, founder and chief
executive, Amazon

issue in the past. Often, the truth
about customer experience is
only discovered after a deal has
settled. If this is negative, it is
likely to require the game plan
to be changed from growth
to recovery.

For investors to reduce their
risk in M&As, there needs to be
a revolutionary new approach to
goodwill assessment and how the
multiples are determined. There
also needs to be an entirely new
expertise and consultation on
how to understand the customer
experience process. Being able
to get to the truth as soon as
possible is critical, and this is the

The key to surviving, according

to Jeff Bezos, founder and chief
executive of Amazon, will be to:
“obsess over your customers and
not over your competitors.”

In mergers and acquisitions
(M&A), due diligence (DD) is
rarely performed correctly on
customer experience and often
overlooked despite being a vital
part of discovery. Accurately
assessing customer experience
in an M&A has been a significant

start of the issue. How can the
purchaser get open and honest
feedback from the market while
still maintaining confidentiality for
the vendor?

Our product, Customer
Experience Due Diligence (CX-DD),
enables the purchaser to assess
the performance of a business
from an independent perspective:
that of the customer. It identifies
the security of future revenue.
CX-DD will identify the culture of
a business and highlight if that
culture poses a threat to revenue
security. A high CX'score is the
reflection of a great team. It is
impossible to get an excellent

(X score if service and leadership
is poor. Likewise, if the CX score
is low, then it's a direct reflection
of the team'’s performance
and culture.

So where is the proof that
CXis a critical factor in revenue
security, leadership and culture
assessment? The data shown here
is the result of 74,816 telephone
based CX interviews to end-users.
This data reflects hundreds of
companies, products and services,
business to business (B2B)
and business to customer (B20Q),
across operations from SMEs
to large corporates. Having access
to this data will be important

for making decisions about

any business you control or seek
to control. In M&A, the data will
be crucial to protect your
investment and to ensure you pay
the correct multiple. It is essential
to incorporate CX into your
financial modelling.

When the CX scoreis a 10/10,
it ensures revenue security. The
question is: what percentage of
the customer base you are buying
is really at this standard? Most
DD protocols will never identify
these factors, as they are based
on historical data. Relying on this
is like driving a car while looking in
the rear-view mirror. When the CX

score is an 8/10, it ensures a high
degree of risk to revenue security.
The data shows retention rates,
value for money, referral rates,
and wallet share >80%. This CX
data is essential; not having robust
CX data means a deal will most
likely be a gamble based upon
opinion.

‘Without data, you're just
another person with an opinion’
- W. Edwards Deming

As W. Edwards Deming of
‘total quality management’
fame said: “Without data, you're
just another person with an
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Qient Bcperience — it's 10/ 10 or Nothing
Ressarch datafrom 74,816 phone-basad interviews
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opinion.” When tens of millions
and more are at stake, any opinion
is risky without data. CX-DD is
the data that identifies market
sentiment and reflects directly into
the current state of leadership
and culture, which directly impacts
revenue security.

If you're about to enter DD on
a transactional-based business,
you must have an accurate CX
scorecard. Not only will it support

your discovery it may save your
bacon. If the deal is a pig with
lipstick, then you need to know as
soon as possible. CX-DD should
be performed in the first 30 days
of DD. If CX-DD is carried out first
it will provide accurate insight
into what needs to be looked at
next. In many cases, this can save
a fortune as waste of time and
money in further DD expenses
can be massively reduced, and the

timeline dramatically reduced.

In M&A it's always Caveat
Emptor. CX-DD ensures the buyer
can be very aware.

CX-DD is the exclusive product
of Saguity. For more information,
g0 to: www.saguity.com.

* Darrell Hardidge is chief executive
of customer research company
Saguity.
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