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Executive Summary
Disruption can be defined as “interrupting the normal progress or activity” and that is exactly what
many companies are experiencing. Industries are being redefined, products redeveloped, but in the
end, is it just better customer experience? The intention of this paper is to put the customer in focus
once again. Wealthsimple, Whole Foods and Netflix might be disrupting their industries but what
they have really done is gone back to the basics by aligning business objectives with their constantly
evolving customers’ needs. Creating great customer experience doesn't have to be a hassle.
Delivering a unique, personalized experience by identifying consumer need is a winning formula.

Inside

In 1995, Clayton M. Christensen introduced us
to the term ‘disruptive technologies’ to
describe the situations where existing
markets, incumbents and value chains are
displaced by new entrants. As marketers and
strategists, we fully embraced (and essentially
branded) this thought-provoking catch phrase.
We have used it to describe the shift in a
broad range of categories from entertainment
to hotels, to transportation and even clothing.
And yes, in a keynote presentation or client
meeting, nothing beats a reference to
disruption - it’s future focused, challenging
and edgy. But does the word disruption do
justice to what is really happening? Is it too
limiting? Is it too negative? Is disruption
consumer-centric - a view where we as
marketers and champions of the customer
experience should live?

Donald Trump made it to the list. Hardly terms
we would associate with the experiences
created by brands like Amazon, Shopify, or
Wealthsimple.

By contrast, when asking 500 Canadians what
one word they would use to describe
companies like Uber, Netflix and Whole
Foods, the words that surfaced leaned to the
positive and the beneficial. Words like
revolutionary, innovative, good, progressive
and many others were mentioned. Very few
called the companies disruptive. This makes
sense because these types of companies set
out to improve the consumer experience and it
is working.

The following highlights were found in a
consumer survey conducted by American
Express Canada in 2014, stating the
importance of customer experience:


76% of respondents said they’ve
spent more with a company because
of a history of positive customer
service, and on average plan to spend
12% more.



57% said they had walked away from
a business transaction or purchase in
the past year due to a poor customer
service experience.



40% of Canadians believe businesses
are paying less attention to customer
service (more than any other country
surveyed) and only 2% think
companies exceed their customer
service expectations.



By no means is this paper intended to create
yet another catch phrase or to rebrand
disruption. The intent is simply to remind us to
reframe our thinking when it comes to these
tectonic shifts in traditional categories. These
shifts are brought about by advancing
technology, changing consumer expectations
and companies that identified gaps in the
consumer experience and chose to fill them.
To bring this to life let’s look at how three such
companies, Wealthsimple, Whole Foods and
Netflix, redefined categories based on
consumer demand for an improved
experience.

94% said they talk about their service
experiences, even if they aren’t
positive. On average, Canadians said
they tell eight people about a good
experience and 17 about a bad one.

Out of curiosity, when we asked Canadians to
describe disruption, the responses were, in
fact, anything but positive. Chaos, annoying,
interruption were the top billing words. Even
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The financial service industry, globally and
here in Canada, is in the stages of
transformation brought on by advancements
in technology and more specifically the growth
of ‘fintech’ (financial technology). In a recent
webinar hosted by Yodlee Interactive, they
described that “The financial services industry
is in the early stages of a significant digital
transformation. With investment in fintech
rising from $520 million in 2010 to about $3
billion in 2014, the financial services industry
is well funded to drive unprecedented
change.”

thereafter receive a personalized portfolio
consisting of low-fee funds that will
accumulate wealth over time. This simple tool
evolved into a mobile app that quickly drew
the attention of investors. After those humble
beginnings and much effort, Wealthsimple is
now one of Toronto’s most successful startups having secured $30 million in fundraising
after only 7 months from launch.

What is forcing this change in financial
services is the realization by consumers, and
the industry, that technology can simplify and
improve the banking experience. Consumers
are applying their digital experiences from
other industries and applying these to their
expectations of banking. These
advancements in machine learning, mobile,
connected devices and even biometrics are
helping, and challenging, the industry to
rethink the transaction and banking
relationship. What is also happening is that
small and more nimble companies and startups are developing these new experiences at
a faster rate than large financial institutions
that are not able to move as quickly or
navigate around regulations. Effectively, these
new fintech entrants are leading to the
unbundling of financial products and services
such as lending, payments, personal finance
and wealth management.

So how did Wealthsimple do it?
How did Wealthsimple grow in a tightly
regulated sector and a crowded fintech
environment? They focused on the consumer
experience, broke away from traditional and
institutionalized thinking and demonstrated a
passion for helping Canadians grow their
wealth. Let’s look at the three pillars of their
growth strategy.

1. Identified the consumer need
Let’s think about the book of business of
traditional advisory firms. It is likely comprised
of those over 45 years of experience and with
significant assets to manage. But what about
the younger demographic that should be
investing and that have the means, but are
deterred by the complexity, fear of unknown of
investing? This is the client that Wealthsimple
saw opportunities to support, the underserved
if you will. They wanted to ensure that “every
Canadian, regardless of net wealth or financial
knowledge, access to smart, low-fee investing
solutions – plus the advice they want, when
they need it.”

Enter Wealthsimple
Wealthsimple was founded by Michael
Katchen and launched in 2014 with a mission
to make smart, simple, low-fee investing
accessible to everyone. Michael had a history
and aptitude for wealth management and
started investing when he was 12-years old.
After a few start-ups and stints in consulting
and private equity, Michael started to shift his
focus to investing, a passion since he was a
child, and created Wealthsimple.

What's more, Wealthsimple recognized that
the technology was their way forward. They
looked at how Internet connectivity,
smartphones, data and machine learning were
transforming the consumer experience and
applied that level of thinking to investing.

Wealthsimple started quite simply. Michael
created an Excel model that was a selfmanaged tool to help people build and handle
their own portfolio and reduce their cost of
investing. The idea behind Wealthsimple is to
decide how much you want to invest and
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Rule #3: Drown out the noise

2. Redefined the investing experience
With the audience in mind and technology
harnessed, Wealthsimple was able to counter
the many barriers of investing. To tackle the
complexity of investing, they created a simple
mobile interface that put the user in control of
their portfolio, but also provided human
interaction (a Wealth Concierge) to support
one on one consulting. Wealthsimple also
incorporated machine learning to use past
mistakes (and successes) to educate future
decisions. Their platform would capture and
detect trade patterns to help make data-driven
decisions. Wealthsimple also made investing
accessible and affordable by reducing the
standard fees from 2.5% to .5%.

Have the conviction to stick to your plan in the
best and worst of times. Investors who chase
good performance or run away from poor
performance are doomed.
Rule #4: Don’t pick stocks
The vast majority of professional stock pickers
fail to beat the market. Simply match the
market instead. It’s boring and it works.
Rule #5: Keep costs low
The average Canadian investor pays more
than 2% per year in fees. More than any other
developed country in the world.

It was these innovations that redefined the
investing experience. And as Michael Katchen
would articulate, “We think of ourselves as the
really boring, long-term way to accumulate
wealth.”

These lessons also formed the foundation for
their go-to-market strategy. Additionally, they
created a lunch n’ learn series to create
awareness and familiarity. They would target
companies that best represented their
audience and host educational lunches for
communicating their five lessons and
addressing questions related to investing and
their credibility as a legitimate investment
advisor.

3. A demonstrable passion for what they
believe
Technology and smart thinking drove the
development of Wealthsimple, but it was a
passion for investing and educating that made
it a success. Michael Katchen won his first
stock contest at the age of 12 and as he
would describe himself, “I was always that guy
amongst my friends that people would come
to for investment advice.”

Wealthsimple has managed to become
successful by targeting an unfulfilled need
found in the everyday Canadian. The focus on
better customer experience by stepping away
from traditional thinking has given them the
upper edge needed to compete with traditional
financial institutions ─ and it is clearly working.

His passion for helping others make smart
investing decisions has driven Wealthsimple’s
thought leadership in the investing space. The
company focuses on 5 lessons for investing to
encourage Canadians to save and invest
through education. The lessons for investing
include:
Rule #1: Start early
Albert Einstein called compound interest
“mankind’s greatest discovery”. Listen to the
world’s smartest man - invest early and often.
Rule #2: Diversify
Harry Markowitz won a Nobel Prize for
discovering that diversification reduces risk
without hurting returns. Some investments go
up, others go down. Overall, the balance
makes you better off.

5

In 1978, 25-year-old college dropout John
Mackey and 21-year-old Renee Lawson
borrowed $45,000 to start a small natural
foods store called Safer Way in Austin Texas.
Two years later, John and Renee partnered
with Craig Weller and Mark Skiles to merge
Safer Way with their Clarksville Natural
Grocery. The merged operation was named
Whole Foods Market and opened in 1980 with
a staff of 19 people. It was an immediate
success. At the time, there were less than half
a dozen natural food supermarkets in the
United States.

Palo Alto, California. While continuing to open
new stores from the ground up, they fueled
rapid growth by acquiring other natural food
chains throughout the '90s including:
Wellspring Grocery of North Carolina, Bread &
Circus of Massachusetts and Rhode Island,
Mrs. Gooch's Natural Foods Markets of Los
Angeles, Bread of Life of Northern California,
Fresh Fields Markets on the East Coast and in
the Midwest, Florida Bread of Life stores,
Detroit area Merchant of Vino stores, and
Nature's Heartland of Boston.
Whole Foods Market started its third decade
with additional acquisitions of Food for
Thought in Northern California and Harry's
Farmers Market stores in Atlanta. In 2001,
Whole Foods moved into Manhattan,
generating a good deal of interest from the
media and financial industries. 2002 saw an
expansion into Canada and in 2004, Whole
Foods Market entered the United Kingdom
with the acquisition of seven Fresh & Wild
stores.

In 1981, the worst flood in 70 years
devastated the city of Austin and damaged
most of Whole Foods’ equipment and losses
were approximately $400,000 and there was
no insurance coverage. Customers and
neighbours open-heartedly joined the staff to
repair and clean up the damage. Creditors,
vendors and investors all provided breathing
room for the store to get back on its feet and it
re-opened only 28 days after the flood.

Each of the chains that Whole Foods acquired
had started as retail businesses very focused
on the value of natural and healthy foods
supporting local growers and producers where
possible. The core focus was to align its
consumers to their nutritional needs and be
more connected and educated about the food
they ate.

Beginning in 1984, Whole Foods Market
began its expansion out of Austin, first to
Houston and Dallas and then into New
Orleans with the purchase of Whole Food
Company in 1988. In 1989, the company
expanded to the West Coast with a store in

So how did Whole Foods do it?
You would think a retail food business would
not be able to penetrate a crowded,
competitive marketplace, especially with a
premium price strategy. There are three things
that stick out when considering their
successful growth strategy.
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1. Identified the consumer need
There was a growth in concern about what
people were consuming in the early 1990’s. It
started with the issue of obesity, increased
with the rise of food allergies, and developed
into a concern over what we were eating, what
chemicals were used to grow our foods,
where the food was coming from, and how the
foods were made. The Whole Food mantra of
healthy foods, organically grown and local,
resonated with the consumer need. When
asking consumers what they like about Whole
Foods specifically, they tend to respond with
the following:

2. Redefined the shopping experience
You don’t go to Whole Foods just to shop... it
is a destination and educational experience.
You go to learn, sample, hang out, and of
course buy. The first trip is not what you would
expect, it is time-consuming. Typically, one
goes shopping because it is convenient, but
not at Whole Foods. At Whole Foods, one
finds themselves doing a lot of browsing,
reading of labels, and of course staring at the
prices. Ordinary items that were organic,
gluten free, or locally grown commanded a
premium price that is not expected. There are
lots of things to read to educate oneself on
various products or ingredients and there are
products that one would never see in other
stores, and in some cases had never heard of.
But there were other things about the
experience that you don’t typically see. A
high-end espresso bar, a food deli with some
unique and healthy offerings, and Wi-Fi! All
part of the customer experience. Even the
shopping bags are unique, with their attractive
packaging and handles. It was as if one went
clothes shopping and got an attractive bag to
put their new purchases in.

Food Tastes Better - The meat taste better,
the fruit is fresher, their ingredients are
healthy so the bottom line is clean food =
better tasting food.
Healthier Kids - They label all their ingredients
and don't allow certain ingredients in any of
their food. “Our generation has the highest
diagnosis of cancer, autism, ADHD, and other
diseases and I want my kids' generation to be
the declining generation for these statistics.
For my kids, I want organic, local, natural,
non-chemical, GMO-free, zero-bleach, no
colouring food. I want them to eat like our
parents’ generation did....as close to the land
as possible”.

3. A demonstrable passion for what they
believe
There is a bit of a cult following or “tribe”
aspect to the shopper, which starts with the
organization itself. It is the strong bond and
relationship between customers, vendors, and
investors that makes Whole Foods what it is.
By linking its employees and customers to a
higher purpose, Whole Foods has managed to
develop a healthier food approach throughout
the organization ─ and the neighborhoods
they are in. It is why the Whole Foods’ website
does not start with what is on sale but rather
with a deep educational knowledge base on
what constitutes healthy eating and how best
to live by it. For example, there are subjects
such as boost your food IQ, weekly meal
planning, special diet planning, and the
definition of a healthy pantry.

Aligned Values - Put in healthy and get
healthy results. It allows one to feel good
about spending one’s dollars.
Trust - Many food sources are local, so the
food tastes better, fresher and people feel
good about supporting local farmers and
businesses. They don't carry certain items
(despite customer demand) because it doesn't
support their philosophy of healthy
food/healthy environment. Customer service is
fantastic, knowledgeable, friendly, eager to
help, and they stand by their products.
Fresh Food Counter - A healthy prepared food
counter that is planned for the season so you
can avoid fast food chains when in a pinch.

At the end of the day, the Whole Foods
experience is about trust. Many people are
confused about the quality of food they eat.
Through their positioning around high-quality
products and customer experience, Whole
Foods provides a trusting environment in
which to shop for foods that consumers
believe are good for them.

One Stop Shopping - For all the good stuff:
organic, dairy free, gluten free, unbleached
flour, no GMO, no antibiotics/hormones in the
food. They even have household cleaners and
detergents that are kind to the air, skin and
environment.
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managed American companies with engaged
employees and highly satisfied customers. By
July 2014 Netflix had 50 million members in
40 countries. This included 36 million in the
United States compared to 56 million U.S.
households with premium cable subscriptions.
In April 2016, Netflix reported over 81 million
subscribers worldwide and the number keeps
increasing.

Reed Hastings and Marc Rudolph founded
Netflix in 1997 in Scotts Valley, California. The
idea for Netflix came to Hastings when he was
forced by Blockbusters to pay $40 in fines for
an overdue Apollo 13 rental movie. During the
initial years of founding, Netflix operated as an
American DVD-by-mail service. The newly
introduced technology (DVD) had great
potential according to Hastings and Randolph.
They took advantage of the small size and
light weight of the discs and the fact that only
a few stores carried DVDs. The company’s
website launched in 1998 with 30 employees
and 925 titles to rent, which was close to all
DVDs available. The monthly subscription
model known to many of us was introduced in
1999 and a year later the company dropped
the single-rental model. In 2000, three years
after founding, Netflix was still unprofitable
and offered to sell 49% stake to Blockbusters
for $50 million, which at that time lacked its
own online subscription service. Blockbuster
declined the offer and ironically went out of
business three years later. In 2000, the luck
had turned for Netflix and they were offering
35,000 film titles and shipped over 1 million
DVDs every day.

So how did Netflix do it?
In a clearly competitive marketplace, Netflix
has managed to capitalize on technology
enhancements and improve customer
experience beyond traditional means. Aspects
of their successful strategy are noted below.

1. Identified the consumer need
Although Netflix’s initial offering to their
customers was a slight twist on an existing
model – more convenient rentals directly to
your home with more reasonable late fee
structures - it eventually morphed into a
radically more favourable offering with their
streaming services introduced in 2007. In
three short years, Netflix’s streaming business
expanded rapidly. The transformation in their
service offering shifted them from the fastest
growing customer of the United States Postal
Services first-class mail service to the biggest
source of internet traffic in North America in
the evening. In November 2010, it began
offering a standalone streaming service
separate from DVD rentals and had acquired
14 million subscribers. Through their customer
oriented strategy Netflix managed to revitalize
the entire movie rental industry through
streaming.

Netflix’s expansion story is an impressive one
and the company is recognized as one of the
most successful dot.com ventures. They were
for many years noted as one of the best

2. Redefined the movie experience
Netflix quickly discovered that the disc-rental
and Internet streaming markets were distinct
and started to customize the value proposition
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to each market. The disc library has more
titles available to subscribers while the
streaming library has more original content
and the flexibility of numerous users to take
advantage of a single subscription.
Netflix has truly radicalized the way we
consume television. The convenience of being
able to watch in any room on any device
creates a unique personalized television
experience that we can take advantage of
based on what we want at that moment. If we
are excited about a new show being released
in the streaming library we are willing to wait
for new seasons to be released. We are
willing to wait and we talk about it with people
at work and our friends to help us pass the
time until the next show is available.

Netflix’s commitment to original content began
in 2011 with the acquisition of the political
drama House of Cards, Lilyhammer and the
fourth season of Arrested Development.
Netflix uses its commitment to original content
as a differentiator for its streaming customers
and has continued down that path. The
exclusive content that Netflix develops for
their customers has only become more buzzworthy and critically well received over time as
they have expanded their categories of
original content. Netflix is constantly seeking
to extend their value to their subscribers.

Other times we can binge-watch entire
seasons or multiple seasons at our own pace
and based on our level of
obsession/engagement with the show. We
can have a family movie night on our large
screen TV or we can avoid fighting over the
remote with our spouse or children and retreat
to our personal television experience at our
own convenience. Netflix has managed to
remove the hassle in renting movies. Through
their integrated customer service, they have
tapped into the convenience customers’
desire. By collaborating with companies such
as Sony and Microsoft, Netflix has infiltrated
every customer through already familiar
technology. It has even gone to the point
where it is socially acceptable to stay at home
during the weekend to watch Netflix all day.

Netflix has become one of the digital leaders
in customer experience due to the immediate
response to customer feedback and attention
to detail. Todd Yellin, Netflix’s Vice President
of Product Innovation stated that “we own the
Netflix customer experience from the moment
they sign up, for the whole time they are with
us, across TV, phone and laptop. We climb
under the hood and get all greasy with
algorithms, numbers and vast amounts of
data. Getting to know a user, millions of them,
and what they play. If they play one title, what
did they play after, before, what did they
abandon after five minutes?”

3. A demonstrable passion for what they
believe
Netflix has remained Netflix developed and
maintains an extensive personalized videorecommendation system based on ratings and
reviews by its customers. Netflix uses a
predictive algorithm worldwide to tailor
offerings to its subscribers and essentially
ignores any demographic data. The viewers
are segmented into groups entirely by taste
and preference of shows watched and this
easily crosses geographical boundaries.
Netflix serves up recommendations based on
what you consume and notifies you of
upcoming new seasons of shows that you
have already watched or might be interested
in.

The reason behind Netflix’s success
undoubtedly lies in their customer experience.
Despite their achievements, they have never
forgotten the most important asset ─ their
customers ─ and how to serve them in the
best way possible. The true passion behind
the company’s values and what they believe
in has enabled Netflix to create a mutually
beneficial relationship with the customers from
the comfort of their own home.
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The concept of marketplace disruption has
been widely discussed over the past few
years. Whether disruption symbolizes
something negative or is simply a new way to
view the world is still up for discussion.
However, it is clear that we are noticing a shift
in how companies have traditionally treated
their customers. Today, outstanding customer
experience is more or less a requirement from
consumers in order to become loyal to your
service or product. Regardless of whether it is
a new business or an existing business in a
mature industry, Wealthsimple, Whole Foods
and Netflix are examples of companies that
have transformed industries by making their
customers and their needs a top priority and it

is paying off. For example, Netflix showed an
impressive 28% year over year revenue
increase during the second quarter of 2016
despite a shrinking industry. Wealthsimple is
having to triple their team size in the next year
due to their astonishing growth, while Whole
Foods increased their annual revenue from
2014 to 2015 by 8.42%.
It is clear in a more competitive world across
industries, services and products, companies
are forced to realize the underlying potential
that excellent customer experience can
unleash in order to become successful and
reach business objectives.
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