Creating the Enterprise CRM Strategy: Basics and Best Practices

IT visionaries have been predicting the Real Time Company of the future for quite some time now. These corporations are being optimized for the age of cyberspace. They are designed for fast change; they learn, evolve, and transform themselves rapidly to adapt to changes in consumer behavior.
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In order to understand the critical role that CRM plays in the transition to the Real Time Company, we first need to establish a framework that depicts the evolutionary process from being product-driven to becoming market-driven.  In the framework below, there are five distinct stages in the evolutionary process of a company’s business development capabilities.  Stages 1and 2 do not require CRM capabilities but Stages 3-5 require ever-increasing levels of CRM sophistication.  At which level does your company operate?

.

Developing customer relationship metrics enables companies to begin to understand the hurdles that keep customers from becoming loyal and profitable.  Typically, the hurdles are “perception, process, or product” issues that can be addressed with improved MarCom development, Product Development, and Channel Development.  The first and foremost step that one needs to undertake in this transition to CRM capabilities, is understanding how the customer moves through five distinct steps with the company before customer loyalty is attained. 

The five steps are:
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A Real Time Company is able to quickly test and implement new innovations whether

the idea comes from the company or the customer.  In many cases, the customer is able

to easily configure and customize her own products and services.  Highly 

dependant on

emerging technologies, Real Time companies become fully integrated with customers

and vendors.  [No Real Time companies currently exist in today’s market.]

Product

Advertising

Sales

Distribution

Customer

Driven

Company

Customer

Customer

Customer

Needs

1990s-2005

A Customer-Driven Company must meet three requirements.  First, it has

modified its channels of communication to also “listen” to customers.

Second, it has determined which data to capture among the plethora of

data.  Finally, it has determined how to effectively use customer

information to create and deliver better products and services back to the

customer.
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Database Marketing, as we know it today, appeared in the

early 1980s as companies began using database

management systems to “close-the-loop” and measure

marketing program results to better target future marketing

efforts.
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A Sales-Driven Company is one that creates

top-of-mind awareness, beats the bushes for

business, and pushes its products into the

market.  Advertising, sales and distribution

are critical to a company of this nature.
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A Product-Driven Company

creates a product and pushes it

out the door; the focus is on

“what” the company sells.
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As a first step to understanding the nuances of this transition, the corporation needs to have access to the right information, which can help them answer the following five fundamental questions. 

· Who is the customer? (attitudes, perceptions, behavior, and needs)

· Where is the customer in their relationship to the organization?

· How efficiently is the relationship with the customer being developed?

· When and Why is the customer breaking off their relationship with the organization?

· What are the cost dynamics of the customer relationship?
This foundation, typically part of a database marketing initiative within your company, helps create the beginnings of the crucial link between what many people are now calling the Front Office, and the Back-Office. Combine this with the 9 distinct requirements identified in Table 1, and your company has the basic ingredients for stage 4, i.e. the Customer-Driven Company. Increased level of sophistication in Enterprise CRM is now needed to begin the journey to stage 5 i.e. the Real Time Company. To better understand the requirements of a stage 5 company, the evolutionary framework needs to be expanded, as pointed out by Pine & Gimore. 
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According to their HBR article, the service economy is evolving to an experience economy. Customization is evolving to personal. Clients are evolving into guests. Benefits are evolving into sensations and last, but not the least, deliver on demand is evolving to being revealed over a duration. Only a Real Time Company will hold the competitive advantage in this economy.

The “revealed over a duration” method of supply adds a different twist to the Front-Office/Back-Office Integration. Now not only does CRM have to be addressed in 3 dimensions: namely, Product, Channel, and Marcom, but also channel co-opetition needs to occur. These channels will occasionally compete and occasionally complement each other, to adapt to the consumer’s behavior. As explained later, intelligent agents are the primary vehicles through which this co-opetition happens. This information can now be passed on to the ERP Back-Office to “deliver on demand”. DiaLogos typically refers to this as Extreme Integration where a sophisticated Demand Chain is being connected to the Supply Chain in real-time.
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The essential ingredients for a stage 4 company operating in today’s services economy and a stage 5 company operating in an “experience” economy have been highlighted below. Each of these steps needs to be undertaken to CRM within your company:

Table 1
Stage 4  (Today’s Service Economy)
Stage 5  (Tomorrow’s Experience Economy)

Customer
· Customer behavior-based segmentation 

· Customer current life-time value (LTV)

· Contact History
· Customer-, MarCom-, Channel-, and Product needs- based segmentation 

· Customer potential LTV

· Customer relationship (lifecycle) history

Strategy
· Making acquisition, retention, growth, and win-back programs as efficient as possible.  

· Independent Closed Loop Programs:

· Sales Lead Generation

· New Customer Acquisition

· Product/Service Cross-Selling

· Product Usage Expansion

· Customer Satisfaction and Loyalty


· Significantly increase the velocity of corporate growth by focusing on high potential value markets and optimizing customer relationships.  

· Customer Relationship Programs that integrate MarCom, channel, and product development strategies together with point of contact tactics.

Process
· Define and streamline each of the 7 demand-side processes:

1. Strategy & Planning, 

2. Product Development, 

3. MarCom Development, 

4. Channel Development, 

5. Customer Transaction Management, 

6. Intelligence Management, 

7. Data Management
· Adopt extreme integration:

1. Integrate Customer Interactions across the points of content (CIM)

2. Integrate CRM: Product, Channel and MarCom development 

3. Integrate together all demand-side business processes   

4. Integrate data and communication management infrastructure

5. Integrate the demand-side enterprise with the supply-side

Organization
· Organizational structure moves from Product/Geography aligned organizations to simple market aligned organizations

· Sales, Marketing, and Customer Service get dedicated IT staff to support CRM automation
· Creation of a sophisticated, Market-focused, organization with highly integrated CRM capabilities that manage (across the demand-side enterprise) customer data, intelligence, analysis, and planning



People
· Analytical Product, Channel, and MarCom Managers

· Business & technical people who understand each other

· Customer Service

· Database Administrators (DBAs)
· CRM teams with team players from Product, Channel, & MarCom Mgmt.

· People skilled in both business and technology

· Customer Care

· Database Administrators (DAs)

Intelligence
· MarCom & customer behavior metrics

· MarCom & sales predictive modeling 
· Market simulation for MarCom, Channels, Products

· Customer relationship value optimization

Automation
· Campaign Management

· Sales Force Automation

· Customer Service & Help Desk
· Integrated Front Office Software Suites

· Enterprise planning, monitoring & optimization tools

Data
· Customer contact history 

· Demographic overlays

· Database administration
· Customer network relationship history

· Information resource management (IRM)

· Integration of all demand-side data stores

· Integration with ERP (supply) data

· Optimized DataMarts to support specific business/analytical functions

· Enterprise-wide MetaData management

Technology
· Open Systems

· Thick Client

· Local Area Networks (LANs)
· Component Based Internet-ready  

· Intelligent agent technology

· Ultra-Thin Client

· Secure multimedia VPN Extranet 

From a technology trends perspective, intelligent agents have begun to play a prominent role in this evolution. Search engines are examples of the building blocks for these intelligent agents. Implanted with the right algorithms for cross-sell and up-sell opportunities, these intelligent agents can begin to do wonders within the Internet realm. Using these technologies, conventional brick+mortar organizations can create a competitive advantage on the Internet. Amongst other things, systems dynamics techniques will be used to measure the impact of the customer’s loyalty on dependent factors like cost, refunds, service and quality etc. One of the most useful features of these agents are that they can use techniques from game theory, to figure out what are the most optimal channels and products that need to be combined to enhance the experience of the customer. Companies with deep expertise in advanced database marketing tactics are typically the current industry thought leaders in how to use these intelligent agents to weave the customer within the fabric of the Front-Office.

In summary:

· Product focused eras created the ERP solutions. The Back-Office ERP solutions were geared around efficiencies of product management and distribution I.e. Customer Transaction Management (CTM). Customer focused eras created the Front-Office solutions. The Front-Office solutions are geared around easing the complexities of enhancing the customer experience with the enterprise, not just the product (CRM)
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From an architecture perspective, a true enterprise-wide CRM solution needs to seamlessly integrate non-transactional related customer information housed in the Front-Office with the transactional information housed in the Back Office. Above is an example of how the Demand Chain (extended Front-Office) and the Supply Chain (extended BackOffice) is being used by a company committed to enterprise-wide CRM, with a unique focus on marketing.
Companies need to be committed to the significant changes required in a true CRM implementation. As one CEO pointed out “It is easy to proclaim the journey. Getting people to move is the tough part”. 

Make sure that your company selects a methodology that addresses the nine steps mentioned below, so that you can start listening to the customers, and understand what they are saying, maybe even in real-time. Once that is achieved, profits begin to follow as optimization techniques are applied. Only then will the two crucial goals for a successful business-case driven project be achieved, namely:

· Effective change management

· Technology-enabled evolution 


Author: Aslam Handy is the Chief Technology Officer of DiaLogos, a rapidly growing consulting firm specializing in integrated customer development. Prior to joining DiaLogos, Aslam worked at the MIT spin-off CTG, and later was a Founding Member of Cambridge Technology Partners.

He can be reached at ahandy@dialogos.com
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Creating true enterprise CRM strategies requires the combination of nine distinct steps. Both stage 4 and stage 5 companies need flawless CRM capabilities, built on an enterprise architecture that combines the Demand Chain with the Supply chain. In creating these architectures, company’s need to be focused on a singular vision – how to create profitable relationships with loyal customers, including their intelligent agents.
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A Real Time Company is able to quickly test and implement new innovations whether the idea comes from the company or the customer.  In many cases, the customer is able to easily configure and customize her own products and services.  Highly dependant on emerging technologies, Real Time companies become fully integrated with customers and vendors.  [No Real Time companies currently exist in today’s market.]























A Customer-Driven Company must meet three requirements.  First, it has modified its channels of communication to also “listen” to customers. Second, it has determined which data to capture among the plethora of data.  Finally, it has determined how to effectively use customer information to create and deliver better products and services back to the customer.



































Database Marketing, as we know it today, appeared in the early 1980s as companies began using database management systems to “close-the-loop” and measure marketing program results to better target future marketing efforts.























A Sales-Driven Company is one that creates top-of-mind awareness, beats the bushes for business, and pushes its products into the market.  Advertising, sales and distribution are critical to a company of this nature.



















A Product-Driven Company creates a product and pushes it out the door; the focus is on “what” the company sells. 
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