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Executive Summary

Businesses initiate CRM projects for a variety of
reasons. Many do so because they can increase

Exhibit 1 illustrates how a company should evolve its
current CRM strategy to become customer-centric.

revenue by better understanding their customers. By
gaining insight into both individual customers and
target market segments, these companies can boost
sales and optimize top-line business performance. The

Businesses that don't prioritize customer centricity
will see a negative effect on corporate performance.
CRM supports the creation of relationships that yield
maximum value over their entire lifetime by selling,

essence of customer relationship management is to

balance the following desires:

e Increase revenue through differentiated products
and services

e Decrease sales, marketing and service costs through
better execution

e Enhance the customer experience for improved

marketing and caring for customers based on their
specific needs and preferences. This custom report
discusses how customer-centric CRM can improve
revenue, decrease costs and enhance the
customer experience.

Exhibit 1

Traditional CRM vs. Customer-Centric CRM
Source: The Yankee Group, 2004

loyalty

However, for a variety reasons we discuss in this
custom report, many CRM implementations have
done very little to meet the top goals and objectives
of many businesses. Yet effective implementations of
CRM are critical to the success of just about every
company. Customers, after all, are any company's
most important asset. Consequently, businesses need
to rethink from the outside in and turn their internal
CRM projects toward their customers.

Customer-centric CRM requires all business processes

throughout the extended enterprise be optimized
around Customer Lifecycle Care

Traditional CRM Customer-Centric CRM

Internally, siloed
applications for sales,
marketing and service

Seamless processes around
customer lifecycle that extend
beyond corporate boundaries

Differentiation based on
customer centricity

Differentiation based
on products

Segregated data and
processes decreasing
customer satisfaction

People/data/technology
that optimizes customer
interactions

Reactive service In-context, proactive service

Inconsistent
corporate goals

Corporate performance
metrics and goals aligned
with customer needs
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I. The Shortcomings of Traditional CRM:

Too Much M and Not Enough C and R

IndiVidual siloed departments such as sales, marketing,
service and IT have driven traditional CRM initiatives.
The results have been mixed. Why is that? Deploying a
packaged CRM application that helped operationalize

the data within the enterprise—usually within sales or

service departments—has done very little to improve the

customer relationship experience. Current CRM initiatives
have disappointed many enterprises because they are
missing fundamentals:

e Customer: Internally focused deployments in silos are
not customer-centric. Although applications that help
employees are still a critical part of many CRM
deployments, they have done little to enhance the
customer experience.

¢ Relationship: Limited customer-centric processes and
in-context information didn’t enhance the relationship
or improve loyalty. Newer analytics have only recently
been integrated into CRM technology to provide more
actionable insight and improve customer-facing processes.

¢ Management: Only management-level employees can
leverage operational data. Companies can’t get a
holistic view to obtain better insight by focusing only on
transactional data, such as sales pipelines, call-center talk
times, marketing program history and service incidents.

CRM initiatives that typically fail to meet top-line business-
performance objectives aren’t usually optimized around the
customer lifecycle. They don’t fully integrate customer-facing
business processes across all departments. Not only do
marketing, sales and customer service tasks continue to be
executed within their respective silos, there is also limited
integration with critical information locked away in back-
office applications such as inventory and financial
information. As a result, there is little synergy across
departments resulting in skyrocketing costs and process-
efficiency gaps remain the norm. Therefore, although
salespeople may be given some incrementally better data,
the overall ROI is limited. Even worse, many companies
don’t even realize they have a problem. How can companies
recognize symptoms? Exhibit 2 highlights common
complaints from sales, marketing, customer service and

the customer.

Exhibit 2

Are You Tired of Hearing These Complaints?
Source: The Yankee Group, 2004

Sales

Marketing creates all
these campaigns that
provide no qualified
leads.

Marketing

Sales never follows
through on our leads.

Customer Service

How can | sell a
customer that calls in
with a complaint?

Customer

Why hasn't anyone
responded to my product
inquiry?

If | have to re-enter the
same information again,
I'm going to scream.

If | have to re-enter the
same information again,
I'm going to scream.

If I have to re-enter the
same information again,
I'm going to scream.

If I have to re-enter the
same information again,
I'm going to scream.

I 'know | can sell more
to this customer, but |
wonder which is the

best recommendation.

| need to target my
messages more
effectively, but |
need more
information about
the customer.

| could assist the
customer more
effectively if | had
more accurate
information.

| have been a loyal
customer for years and
this is how they treat me.

My key account just
called me wanting to
know how much longer
it will take to fix his
problem; I had no idea
what he was talking
about.

- Decrease in sales
effectiveness

- Decrease in revenue

- Decrease in
profitability

Why didn't someone
tell us there was a
problem with that
customer?

- Increase in sales,
general and
administrative
costs

- Decrease in
differentiation

Another call from this
guy? | escalated the
problem to my
manager; he'll get
back to you.

- Decrease in
productivity

- Decrease in
customer
satisfaction

Why don't | get better
information on the status
of my request?

Impact on Corporate Performance

- Decrease in customer
satisfaction

- Reduction in loyalty

- Lost revenue

Businesses that don’t prioritize customer centricity will see

a negative effect on corporate performance. Eventually,
companies begin to see:
e High customer churn

e Low customer satisfaction
e Plummeting employee morale
* Decreasing market share

* Increasing cost because of fragmented business

processes

Don’t underestimate the importance of customer

satisfaction. Happy customers buy more than unhappy ones,

and they do so for a much longer period. Unhappy

customers decrease future wallet share and inhibit the
potential for new customers.

Copyright 2004, the Yankee Group. All rights reserved.
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Il. Delivering on Customer-Centric CRM

Through Customer Lifecycle Care

here is an alternative to traditional CRM: Customer-
centric CRM optimized around Customer Lifecycle Care

(CLC). CLC integrates customer-centric business processes

across the entire enterprise. CLC demands that enterprises:

* Shift focus from internal fragmented processes toward a
seamless 360-degree view of customer-facing processes
aligned with every customer, partner and employee

» Leverage customer data for differentiation to improve
customer satisfaction, retention, loyalty and corporate
performance

* Integrate CRM metrics and key performance indicators
into an over-arching customer strategy to optimize
business processes and make better decisions on both a
tactical and a strategic level

Our research shows that many enterprises value their CRM

initiatives but don’t understand how to maximize the value

of their CRM investments. More than 75% of enterprises

have a CRM strategy as well as the necessary data for a

360-degree view of the customer. CLC builds upon current

CRM initiatives by delivering high-value information across

the customer relationship lifecycle using the 360-degree

view. With CLC, companies can:

* Improve revenue by targeting customers’ specific desires
and increasing customer wallet share

* Reduce costs through more efficient and effective
execution because all customers are not created equal

* Enhance the customer experience by providing
differentiated products and services

Companies should continue to focus on CRM and customer
lifecycle care as a key driver for improved business
performance. Customer-centric companies use every
customer touchpoint to stimulate interest, close business,
satisfy a need or demonstrate commitment to the
relationship. This ensures that every customer contact
produces value.

Technology, Data and Processes Create the
Foundation

n a customer-centric enterprise, CRM suites form the
Icore of the technology platform, but they are externalized
and optimized for Customer Lifecycle Care. CRM will
fulfill its potential of maximizing profit and value only
when the foundational components illustrated in Exhibit 3
(customer-centric technology, data quality, people/process)
are integrated and leveraged fully. For example:

* An integrated customer-facing technology backbone
ensures that a complete and dynamic view of the
customer is consistent across the entire organization and
provides the right information at the right time to
optimize the customer and employee experience. The
technology foundation should also be expanded
throughout the extended enterprise to include value-
added networks.

* Meticulous quality data management requirements
that are comprehensive and leverage both historical and
real-time data for more contextual applications and
customer dialogues. Critical information such as
customer lifetime value should also drive the process.

* An alignment of people and business processes that are
optimized and adjusted based on not only the customer
interaction, but also a hierarchy of CRM metrics and KPIs
derived from corporate performance objectives. It’s
critical the customer interaction drive the process, is
aligned with goals and objectives, and can guide the
customer or employee on the best course of action.

Exhibit 3 also illustrates that:

* By integrating technology with quality data, businesses
gain insight that is more actionable.

* Combining technology with people achieves process
efficiencies.

* Providing employees and customers with the information
(quality data) they need enables performance
effectiveness.

Actionable insight, process efficiencies and performance
effectiveness will lead to profit and a competitive
advantage.

Copyright 2004, the Yankee Group. All rights reserved.
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Ill. Conclusions and Recommendations

he best metrics in the world will have no meaning

Exhibit 3

Customer-Centric CRM Creates Profit
Source: The Yankee Group, 2004

without a plan, process and integrated customer-facing

Technology technology foundation to maximize value. From a
Foundation
- Customer-facing

- Seamless beyond

Actionable

Insight management point of view, it is all about customer share

- Value-added
information

corporate . - Consistent versus market share. Because all customers are not created
boundaries - Real-time across s .. .

- Real-time Profit and all channels equal, it’s critical to understand which customers cost you
analytics Competitive

Advantage money and which high-value customers must be retained.

Performance
Effectiveness

Process

Efficiency Customer service differentiation has a cost. Because most

customers demand personalized service across all channels,

People/Process

- KPIs and metrics aligned
with corporate goals

- Differentiated products
and services

- Seamless processes

companies must align resources profitably. However,
success demands integrated insight. Without integration
across corporate and departmental boundaries, businesses
can’t answer these questions:

e Which prospects look like my most profitable
customers?

Which promotions produced the most qualified leads?
Which products are the most profitable over 3 to 5

The million-dollar question remains: What are the
hierarchies of customer-centric metrics that should be °
incorporated into corporate performance initiatives? °

Businesses need to pick key performance indicators that are years?

quantifiable and measurable today and over time, and assess *  Which customers are likely to respond to which new

regularly against preset corporate targets. Exhibit 4 shows a product offering?

sample of metrics by department. e What product and service mix will increase customer
satisfaction and reduce churn?

Exhibit 4

Key Metrics for Measuring Success Smart businesses understand that the only way to offer

Source: The Yankee Group, 2004

Sales

- Revenue per
salesperson

- Average sales
cycle

- Average deal size

- New rep ramp
time

- Average
administrative
time/rep

- Average price
discount

- Percent of accurate
forecasted
opportunities

- Average number of
calls to close the deal

- Average number of
presentations
necessary to close
the deal

- Average number of
proposals needed to
close the deal

Strategic account
planning that
maximizes sales-facing
processes to reduce
sales cycle and
increase win rate

Marketing

- Marketing dollars
as a percent of
revenue

- Average return on
marketing

- Total leads
generated

- Average response
rate

- Lead qualification
rate

- Lead close rate

- Percent of marketing
collateral used by
sales representatives

- Change in market
penetration

- Improve time-to-
market

- Number of feedback
points

- Marketing execution
time

- Message close rate

Differentiated
marketing that is
allocated appropriately
to reduce costs and
increase product
margins through
specialized products
or services

Customer Service

- First call resolution
rate

- Call quality (as
measured by quality
monitoring)

- Voice service level
(by type of call)

- E-mail service level
(by type of e-mail)

- Average speed of
answer

- AHT: average
handle time

- Cost per contact
(calls, e-mails)

- Average call value

- Average close rate

- Agent turnover

- Accuracy of data
entered (e.g.,
trouble tickets)

Value Impact on Customer-Centric CRM

Differentiated service
optimized around key
corporate performance
objectives such as
customer satisfaction,
loyalty or profitability

Customer

- Abandon rate: online
or IVR

- Conversion rate

- Share of wallet

- Customer satisfaction

- Customer profitability

- Customer lifetime value

- Customer loyalty

Optimized, personalized

customer experience that
is aligned with corporate
performance goals

profitable, differentiated services and products is to better
understand their customers. By gaining insight into both
individual customers and target market segments, these
companies can boost sales and optimize business
performance.

Copyright 2004, the Yankee Group. All rights reserved.
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Enterprise Recommendations

* Enterprises must put an end to business as usual and optimize the CRM investment around the customer lifecycle.
Customer-centric CRM optimizes the customer experience across sales, marketing and service interactions. With effective
CRM, customer relationships can be appropriately managed to maximize revenue and lifespan while keeping operational
costs low.

* Sales must create strategic account plans across all departments based on customer-facing qualitative and
quantitative metrics that can be analyzed against corporate goals. In a customer-centric company, the sales department
is aligned with strategic customers and prospects. Integrated sales tools maximize sales efficiency and sales effectiveness
to help guide and optimize each interaction.

¢ Marketing must use real-time analysis to create a profitable and enhanced customer experience both online and
through assisted channels such as the contact center. Marketing needs to incorporate a combination of planned
campaign activity as a start, and more situational sequences of messages where greater understanding of the customer is
achieved through channel- and context-specific interactions to optimize any cross-sell opportunities.

¢ Service must deliver higher customer satisfaction at a lower cost by improving agent productivity and effectiveness.
It’s critical to provide guidance and in-context information not only through improved customer self-service, but also
through assisted service channels such as customer service representatives. Customers and employees must have access to
the right information at the right time to maximize the profitability of each interaction.

Copyright 2004, the Yankee Group. All rights reserved.
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T H E

Did You Know ?2 y
The Yankee Group... '
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G R O U P

Is the world's most trusted name for communications and networking
research and consulting, focusing on strategic planning assistance,
technology forecasting and industry analysis.

Has unmatched expertise across telecommunications, wireless/mobile
communications, IT business applications and consumer technologies.

Was founded in 1970 as the first research and advisory services firm.

Maintains research staff in North America, Latin America, Asia-Pacific,
and Europe/Middle East/Africa.

Employs approximately 200 skilled professionals.

Offers a portfolio comprising nearly 100 service offerings—advisory
services, decision instruments, signature events and consulting.

Provides complete technology and management consulting capabilities.

Showcases a full calendar of technology-related conferences and
seminars held around the globe.

Delivers a full line of reports and research notes via the internet.

Copyright 2004, the Yankee Group. All rights reserved.
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Advisory Services
Yankee Group advisory service annual memberships offer clients access to research and one-to-one expert guidance.

Advisory services represent our best value for clients. The services help our members understand industry, regulatory,
competitive and market-demand influences, as well as opportunities and risks to their current strategies.

Membership includes an invaluable in-person strategy session with Yankee Group analysts, direct access to a team of
analysts, research reports, forecasts, research notes and regular audioconferences on relevant topics.

We offer advisory services on almost 30 selected topics in Telecommunications; Wireless/Mobile Communications;
Consumers, Media & Entertainment; and Information Technology Hardware, Software & Services.

Decision Instruments

The Yankee Group offers a full portfolio of technology and market forecasts, trackers, surveys, and total cost of
ownership (TCO), return on investment (ROI), selection and migration tools. Decision instruments provide our clients
the data required to compare, evaluate or justify strategic and tactical decisions—a hands-on perspective of yesterday,
today and tomorrow—shaped and delivered through original research, in-depth market knowledge and the
unparalleled insight of a Yankee Group analyst.

Trackers

Trackers enable accurate, up-to-date tactical comparison and strategic analysis of industry-specific metrics. This
detailed and highly segmented tool provides discrete proprietary and performance data, as well as blended metrics
interpreted and normalized by Yankee Group analysts.

Surveys

Surveys take the pulse of current attitudes, preferences and practices across the marketplace, including supply,
delivery and demand. These powerful tools enable clients to understand their target customers, technology demand
and shifting market dynamics.

Forecasts

Forecasts provide a basis for sound business planning. These market indicators are a distillation of continuing
Yankee Group research, interpreted by our analysts and delivered from the pragmatic stance our clients have
trusted for decades.

Signature Events

The Yankee Group’s signature events provide a real-time opportunity to connect with the technologies, companies and
visionaries that are transforming Telecommunications; Wireless/Mobile Communications; Consumers, Media &
Entertainment; and Information Technology Hardware, Software & Services.

Our exclusive interactive forums are the ideal setting for Yankee Group analysts and other industry leaders to discuss
and define the future of conversable technologies, business models and strategies.

Consulting Services

The Yankee Group’s integrated model blends quantitative research, qualitative analysis and consulting. This approach
maximizes the value of our solution and the return on our clients’ consulting investment.

Each consulting project defines and follows research objectives, methodology, desired deliverables and project
schedule. Many Yankee Group clients combine advisory service memberships with a custom-consulting project,
enabling them to augment our ongoing research with proprietary studies.

Thousands of clients across the globe have engaged the Yankee Group for consulting services in order to hone their
corporate strategies and maximize overall return.

The Yankee Group believes the statements contained in this publication are based on accurate and reliable information. However, because our information is provided from various

sources, including third parties, we cannot warrant that this publication is complete and error-free. The Yankee Group disclaims all implied warranties, including, without

limitation, warranties of merchantability or fitness for a particular purpose. The Yankee Group shall have no liability for any direct, incidental, special, or consequential damages

or lost profits. This publication was prepared by the Yankee Group for use by our clients.
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