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Executive Summary:

“The Key to Customer Loyalty” is designed to help organizations identify ways that they can create a feeling of loyalty in the customers with whom they do business. This begins with a definition of customer loyalty as a feeling that results from an organization’s ability to deliver three things to their customers: knowledge, anticipation of future requirements, and superior communication. 

Following the identification of these three organizational characteristics, this paper proceeds with the examination of each individual characteristic in more depth; specifically, the actions that an organization can perform in order to engender feelings of loyalty in their customers. This section of the paper raises the issue of cross-departmental knowledge awareness, and the negative effect that an organization’s inability to share data across departments can have on customer loyalty.

Continuing on the topic of inter-departmental information access, this paper details how a customer’s desire to view an organization in a one-on-one relationship is often thwarted by processes (and applications) that create (in the customer) a disjointed view of an organization. This viewpoint is counterproductive to a customer’s desire to see each member of an organization as representative as the entire organization, and thus fosters a lack of trust (on the customer’s part) in an organization’s ability to truly care for their needs.

To address these needs, this paper suggests the implementation of processes whereby each department can leverage information outside of their sphere of influence. This includes processes whereby sales departments can leverage service department data, service departments can leverage sales data, and so on. 

This paper then identifies a new breed of “customer loyalty” applications called “CIS” – or “customer interaction software” solutions that support an organization’s drive to leverage inter-departmental data. The components of such a solution that supports an organization’s sales, service, and development staffs are identified as is the greater ramification of empowering an organization to adopt a cyclical customer management philosophy whereby each department can build on the interaction that a previous department has established with your customers.

In conclusion, this paper will identify why most organizations find it difficult to identify both the need for (and potential benefit of) a customer loyalty (or CIS) application. This addresses both the traditional “department-centric” view that places unnecessary limits on the tools and resources that each department can bring to bear on the effort to win customer loyalty, and the questions that an organization needs to ask in order to help better identify the potential competitive advantages of a CIS solution.

Interest. Patronage. Loyalty. Each of these words represents a level of comfort and intimacy that your organization strives to achieve with its customers. And each of these words also represents an important step forward in taking the relationship between your organization and its customers to a new level. But reaching each level doesn’t happen automatically; even the satisfied customer who is a patron today may be prevented from staying loyal to you over the long run. And that’s too bad, because the truly successful organization isn’t the one that can win a customer – it’s the one that can win a customer for life.

This white paper addresses what it takes to win customers for life. We will begin by examining a “loyal” customer and defining what characteristics that person exhibits. Once we have identified these traits, we will then explore the question of what an organization has to do in order to engender those traits of loyalty within a customer. 

Following the definition of what an organization should be doing in order to create customer loyalty, we will then consider why the traditional business model is mostly incapable of delivering this value. This will then lead us to conclude how the traditional business model must change in order to support the processes that invest customers with a sense of loyalty.

Once the changing business model has been identified, the next step is to discuss the processes that customer loyalty systems must embody to support the new model. This section will identify the specific system traits that support an organization’s drive to achieve customer loyalty, and how such systems differ from their more traditional, historical counterparts.

Lastly, this paper will discuss the difficulties that most organizations face in trying to analyze the need for a system that is designed to achieve customer loyalty. Included in this section is an analysis of the individuals required to bring such a solution into operation, and the typical obstacles they face.

I.
What Is a “Loyal” Customer?

Put simply, “loyal” customers are those who are so pleased with your organization’s products and services that they do not consider purchasing comparable products elsewhere. Customer loyalty is almost never founded solely on price of goods, and in fact is rarely founded on just a single aspect of your organization, such as just the quality of your products. Instead, a customer’s loyalty is usually founded on his/her satisfaction with the “package” that your organization represents – products, services, and price.

You can identify a loyal customer based on three common criteria:

1. The desire to purchase incremental products and/or services from you, often without exploring the comparable products offered by your competition.

2. The willingness to either be a reference for your organization and products, and/or to provide frequent word-of-mouth recommendations for your organization and products.

3. The pro-active offering of product and/or service improvement suggestions to your organization.

But what creates loyalty within a customer?

When most people are asked to name the companies that they are loyal to, they can usually gives the names of no more than three organizations. And yet most consumers have upwards of two dozen organizations (restaurants, stores, mail order companies, et cetera) that they do business with. So what is it in a customer’s mind that distinguishes the two or three companies that they are loyal to from the other twenty or so with whom they merely do business with?

Three things:

1. Knowledge

2. Anticipation

3. Communication

And the key thing to remember about these three characteristics is that an organization that embodies them does not necessarily engender customer loyalty, but the organization that embodies them more so than any of their competition practically guarantees customer loyalty.

II.
What can an organization do to engender loyalty in a customer?
To create a sense of loyalty in customers, your organization has to convince them that you are knowledgeable, that you can anticipate their needs, and that you provide a level of communication with them that exceeds the standard customer-vendor phone calls. Although its relatively easy for any organization to adopt these traits, the challenge lies in adopting them in ways that your competition cannot.

IIa.
Convey a Sense of Knowledge
So let’s start with the challenge of convincing your customers that you are more knowledgeable than your competition. Knowledgeable in what way? When a customer contacts your organization, there are four types of knowledge that they expect from you:

1. Corporate knowledge:  Information about your organization, its history, and positioning in the market.

2. Industry knowledge:  Information about market trends and practices.

3. Product knowledge:  Information about the products and/or services that your organization offers; how the products can, should, and have been used.

4. Customer knowledge:  Information about the customer’s dealings with your organization.

The first two types of knowledge (corporate and industry) are wholly dependent on the quality of training you deliver to your employees. If we consider all organizations as equally capable of delivering employee training (although very few actually follow through on this capability), there’s little that can be done in this area to distinguish one organization from another.

The third type of knowledge (product) is also dependent on the degree to which you educate your employees, but (unlike the first two types of knowledge) product knowledge is also dependent on your employees access to that data. For example, many organizations spend the time to educate their sales staff in product knowledge, but if a customer asks a product-related question to a member of customer service, the knowledge just isn’t there. 

The fourth type of knowledge (customer) is the most important in customers’ eyes because it gives them a sense that an organization knows them. Like product knowledge, customer knowledge presents organizations with a challenge because access to it is most often segmented among many departments. As a result, many customers who deal with individuals within an organization don’t so much get the feeling that the organization knows them as it knows a piece of them – their check book, their service history, et cetera. The plain matter of fact is that a customer wants to deal with an organization as if it were a one-on-one relationship; the organization that can engender this feeling is taking a significant step forward in earning customer loyalty.

IIb.
Anticipate the Customer’s Needs
The second factor that helps an organization create a sense of loyalty within a customer is the ability to anticipate the customer’s needs. This anticipation can be divided into three areas:

1. Anticipation of additional products that would be of value to the customer.

2. Anticipation of technical services that would help prevent the occurrence of a customer’s problem or question.

3. Anticipation (and delivery) of product improvements based on the feedback that is received from customers.

Let’s take the anticipation of additional products first. This is one of the most delicate processes that an organization can implement. Whereas a “cold call” offers an incremental product or service to a customer and is most often seen as a blatant attempt to “milk” the customer for more revenue, an “informed call” might offer the same product or service based on something that the customer is actually doing. Although both attempts could potentially earn money, only the latter could earn respect and loyalty as well.

Similarly, anticipating a problem or question that a customer might encounter is a striking way to earn that customer’s loyalty. In fact, this process is even more powerful than anticipating an incremental product sale because (from the customer’s perspective) there is no financial motivation for the vendor to do so. This is representative of the single most important factor in earning a customer’s loyalty, as it implies an organization’s overriding interest in a customer’s satisfaction over their interest in the customer’s revenue production.

Thirdly, anticipation means the design and delivery of future products and services based on customer feedback. This can be viewed as “long-term” anticipation, but nevertheless it conveys the sense that you are (and have been) listening to your customers and have taken their ideas and have turned them into tangible product improvements. This gives customers the very special feeling that they are working with you. This even goes so far as to give a customer a feeling of personal investment in your organization’s products – and ultimately – your organization’s success. This type of delivery on anticipation is perhaps the ultimate achievement in customer loyalty.

Of course, all of these types of anticipation are significantly dependent on the ability for multiple departments to share customer data, since an organization can never predict the precise time when a customer will reveal information that should trigger an anticipatory action. In section III (“Why is Customer Loyalty So Hard to Come By?”) we’ll discuss why the drive for customer loyalty is too often thwarted by organizations’ failure to support this dependency on inter-departmental communication.

IIc.
Provide Exceptional Communication
The third contributing factor to engendering loyalty within customers is in no small part due to the recent technological improvements to communications. The Internet, World Wide Web, and Java technologies have all opened up organizations to provide their customers with alternate means of communication. From accessing product specifications, to diagnosing one’s own technical problems, these new technologies are definitely a contributing factor to making your organization more appealing to customers.

But let’s not confuse quality of communication with quantity of communication. Just because an organization may offer e-mail, Web, and Java communications for their customers doesn’t mean that they are providing superior communications. The real test of the quality of an organization’s communications with their customers is how appropriate each communication is to the customer’s current situation.

This ties in very closely with the idea of how customers’ loyalty is connected to how they view the knowledge that your organization brings to each communication event. Regardless of whether the communication is via phone, fax, e-mail, or the web, the value of the communication is dictated by the communication’s content, not its medium. Thus a customer who is in the midst of resolving a difficult technical issue with your service staff would not welcome an incremental sales call (no matter how it was received), whereas a customer who had recently given some product feedback would be pleased to hear about plans for future improvements.

III.
Why is Customer Loyalty So Hard to Come By?

Having identified the characteristics that an organization needs to embody in order to engender loyalty in their customers, the next question to consider is why most organizations find customer loyalty so hard to come by. The easy answer is that customers don’t receive the knowledge, anticipation, and communication that they expect from an organization.

But why?

The common thread that runs through these three characteristics is access to information. Service representatives might not appear knowledgeable to customers because they can’t talk intelligently about complementary product offerings. 

The product development staff might not appear to anticipate customers’ desires because they create new products that don’t fix the problems in the old products. 

And the sales staff might not be preceived to communicate very well because they call up a customer and ask “How’s it going?” when the customer is currently struggling with the service department to resolve a technical problem.

With such obviously poor access to customer information, is there any question why such customers shouldn’t be loyal?

IIIa.
The Individual as the Organization

Earlier on we stated that customers like to feel as if they’re dealing one-on-one with an organization. They don’t want to feel as if they’re dealing with the departments within an organization, but as if they’re dealing with the organization as a whole. One of the most common phrases that is heard from customers who are shuttled from one department to another within an organization is:


“But don’t you all work for the same company?”

And that’s the problem. By organizations structuring themselves as a collection of independent, autonomous departments, they give customers the sense that the right hand doesn’t know what the left hand is doing. And the ramifications of such a perception are profound. After all, although the organization may realize that different areas of expertise reside in many areas, the customer almost always deals with just a single individual. And for that moment of interaction, that individual is the organization. If that individual  conveys only limited knowledge, anticipation, and communication, then your organization as a whole conveys the same.

And that is the end of customer loyalty.

But in spite of this concept, most organizations still view the drive towards customer loyalty as something that cannot be supported by a single process, but rather as supported by process subsets that need to be distributed to various departments within an  organization. Sales representatives get access to one subset of processes, service representatives get access to another subset of processes, finance gets access to yet another subset, and so on. 

And naturally, supporting each of these distinct groups of processes is a software  application specifically designed for that purpose.

The net result of such isolation of processes is detrimental in two very important ways. First, (as mentioned earlier), the customer is given an incomplete, disjointed view of your organization and its capabilities. Your strengths (knowledge, anticipation, and communication) are not made visible to the customer, and he/she is further daunted by the task of “knowing whom to call” for help. Secondly, this isolated view of customer-centric processes prevents your organization from leveraging inter-departmental data to better serve the needs of your customers. (More on this in the section titled “Processes and Systems that Support Customer Loyalty.”)

IIIb.
The Current Approach to Customer Loyalty

Given the model of isolated business practices, most organizations’ approach to customer loyalty looks like this:



This diagram illustrates the intrinsic flaws in such a business model. The customer has to go to three different places within an organization, based on the information that he/she is seeking or delivering. The various departments within an organization are unable to leverage information stored outside of their sphere of influence. And, although not directly linked to customer loyalty, this model also makes an organization’s internal data and system maintenance unnecessarily cumbersome.

IIIc.
The New Approach to Customer Loyalty

The new customer loyalty model that many organizations are considering demands that we look at a single system that supports the unique processes required by each department. This system integrates these processes on both an application level and on a data level so that both the customer and organizational individual has a single view of the information they need to access.
This business model looks something like the following:


From the customer’s perspective, they might still be talking to an organizational individual who has a title like “Sales Account Manager” or “Customer Service Rep,” but that person can now offer value outside of his/her “area of expertise.” This is not to say that this new business model enables a sales representative to resolve a customer service issue, but at least it enables that sales rep to know what’s happening to the customer’s service request.

This is the key difference between this model and the previous one; this model instills a sense of “customer awareness” in everyone who could potentially serve that customer, from a sales rep to an accounts payable clerk. And it’s just this sense of awareness – or caring – that gives a customer a little more of a reason to be loyal to that organization.

The other reason why this model encourages loyalty in a customer is that it promotes the sharing of inter-departmental customer data. After all, it's hard for a customer service agent to alert a customer to an incremental product when that agent doesn’t have access to the product master file. And, without this business model it would take ESP on a sales rep’s part to know when’s a bad time to call a customer because they’re in the middle of resolving a tough technical issue.

By storing customer-centric data in a single, unified database – and moreover, by integrating the business processes between the departments that share that database – you invest your organization with the ability to appear more knowledgeable and to be more pro-active in all customer interaction.

IV.
Processes & Systems that Support Customer Loyalty

Now that we’ve identified the overall business model that supports an organization’s drive towards customer loyalty, we need to lay out some of the specific business processes that support this model. These processes can be divided into two groups – the “what’s happening” processes and the “triggered event” processes.

“What’s happening” processes are designed for when a customer contacts a member of your organization and asks them for information that falls outside of their normal sphere of influence. Examples would be a customer asking a service rep for additional product information, asking a sales rep for a product enhancement status, or asking a financial clerk about the status of an order delivery. 

Whatever individuals within your organization interact with customers, you should consider how they would react to a “what’s happening” question. The more you can empower them with access to corresponding areas of information, the more satisfaction your can build in your customers.

“Triggered event” processes are designed for specific events that happen in one area of your organization (e.g., sales) but should effect information in another area of your organization (e.g., customer service). The three most typical examples of triggered events are:

1. Sales representatives who are about to call to a customer but need to check that customer’s service call history before they make the call.

2. Service representatives who learn about a customer’s potential interest in an incremental product or service and need to communicate this information to the customer’s sales rep.

3. Service representatives who get product feedback from customers and need to forward that data on to your product development staff.

These are all examples of how information that flows into one part of your organization can greatly benefit individuals outside of that area. Isolated, disjointed solutions do not provide this ability to leverage customer information across organizational departments.

The key to supporting all of these processes is a system that is customer-centric as opposed to department-centric. Stand-alone sales applications or customer service applications are the biggest reason why organizations cannot implement the processes needed to win customer loyalty.

IVa.
The Introduction of CIS Applications

This paradigm shift away from stand-alone, departmentalized applications has thus created a new category of business solution called “customer interaction software” or “CIS.” CIS applications typically support the three customer-centric areas outlined in the previous models – sales, service, and development. By putting these three under one umbrella – for both its database and application interface – an organization is able to provide customers with the seamless, knowledgeable interaction they are looking for. The CIS model also enables an organization to leverage the combined data of multiple departments to provide customers with services that were previously impossible.

(Note that CIS applications also benefit an organization by dramatically reducing the amount of system maintenance due to items like a single interface, reduced APIs, and shared data sets like account, contact, and product master files.)

V.
CIS:  The Big Picture

Customer interaction software applications have a larger impact on an organization than merely the integration of processes between a few departments. CIS is an efficient approach for organizations that wish to adopt a truly customer-driven enterprise. Consider the following illustration:


All four of these processes should ideally be driven by your customers. And yet for most organizations, even if these processes are customer-propelled, they don't propel each other. In other words, marketing considers what the customers want to hear and they go off an do their thing; sales reps weigh what the customers need and do their thing; customer service is just trying to keep their head above water and do their thing; and development is a mystery to everyone but the developers.

Customer interaction software helps an organization not only leverage information between departments, but create a process flow that enables each department to build on the knowledge and success gained from the previous department. This is illustrated in the following diagram:



This illustration shows how each customer-involved department benefits from the information that preceded it; perhaps the most important part of this diagram is the area that shows development efforts translating directly into new marketing programs. The bottom line is that by having everyone who interacts with your customers connected to this circle, your staff can both contribute to the success of their individual departments and to the overall success of your entire organization which promotes customer loyalty.

VI.
The Difficulty in Recognizing Customer Loyalty Application Benefits
The final question we need to address is this:  Given that CIS systems can improve customer loyalty, why is it difficult for many organizations to recognize the incremental value of a CIS solution over the more traditional model of disjointed applications?

Many organizations have a hard time envisioning the benefit of a CIS solution because they have been trained to look at software applications in a “divide and conquer” format. In other words, organizations are most comfortable looking at applications that address the smallest, most easily manageable components that make up their workplace.

For example, when an organization looks to streamline a customer service department, it divides that task into its many core components - CTI technologies, incident management technologies, knowledge retrieval technologies, and so on. 

This “divide and conquer” approach to technological challenges may make it easier for us to evaluate a potential solution, but if often also means that we have a difficult time looking at the value of that solution beyond its component parts.

And unfortunately, that’s exactly where the value of a customer loyalty system like a CIS solution rests.

VIa.
Analyzing the Need for Customer Loyalty Applications
Most customer loyalty (or CIS) solutions consist of four components; a marketing module, a sales module, a customer service module, and a quality assurance module. Since these separate modules exist, most people analyze the need for a customer loyalty application by reviewing the merits of each component part and comparing it against the more traditional disjointed solutions that they’re currently using.

This appears quite reasonable, since most organizations have departmental heads (sales managers, service supervisors, etc.) who are primarily interested in how well their department performs. Thus the sales manager looks at the CIS sales module, the service supervisor looks at the service module, and so on. 

The important question, however, is who is left to look at the big picture?

Ideally, this person should be someone like an organization’s president or CEO. Unfortunately, most presidents or CEOs don’t have the time to take such an active role in determining the need for a CIS application. Thus the responsibility to review a customer loyalty application falls on multiple department heads.

These individuals look at the current status of how each department within their organization is independently operating. They then make the flawed assumption that if each department is operating to its fullest potential, then the entire organization must be operating to its fullest potential too. This is the precise misconception that a customer loyalty application proves untrue.

Customer loyalty applications prove that an efficiently-run, integrated organization will perform better than an organization that consists of autonomous, efficiently-run departments. 

VIb.
Expanding the Available Tools
The reason why many departmental managers have difficulty accepting this idea is that they tend to evaluate their department’s success based on the customer management tools that their department has access to. Put differently, a sales department’s success is gauged on how well it uses the customer management tools and information that exist in the sales world. 

Few organizations look at an individual department and evaluate its potential for success based on resources that it could have access to. This again is a key factor in evaluating the need for a customer loyalty system. In a CIS-enabled organization, a sales department’s success is not gauged on how well it uses the tools that exist in the sales world. Instead, the department’s success is gauged on how well it uses the customer management tools and information that exist in the entire organization. 

In other words, CIS demands that you expand the potential for success of each individual department based on an expanded availability of customer management tools and information.

VIc.
Expanding the Potential Ramifications
The “divide and conquer” approach to application review also rarely considers the potential negative ramifications of disjointed solutions. For example, a sales application that contains a contact management database has no detrimental affect on the service staff. Likewise, a service application that contains a contact management database has no detrimental affect on the sales staff. 

But what if you look beyond departmental barriers? You see two databases, often out of sync with each other, taking up twice the amount of system resources (and administration resources) than it has to. Sometimes organizations have someone in their IT department to raise this issue, but all too often IT is either only peripherally involved, or is simply told to  “make the solutions work.”

With the proliferation of software applications around the workplace, the concept of consolidated, centralized applications like CIS are becoming more and more important to the management of an organization’s IT infrastructure.

VII.
Summary
The drive for customer loyalty isn’t something that can be solved overnight. But with more and more industries selling products that are viewed as “commodities,” the ability to win a customer’s loyalty is a very large step to take from simply winning their business. According to industry analyst The Gartner Group, it costs at least five times more to acquire a new customer than it does to sell to an existing one. This is reason enough for us to explore new ways to achieve customer loyalty.

And, although there are many reasons why an organization earns a customer’s loyalty, the common thread that runs through all of them is the creation of a feeling of intimacy between your organization and your customers. Intimacy that is earned through customers’ realizations that they are dealing one-on-one with a knowledgeable organization, and not with isolated pockets of expertise. Customer interaction software solutions allow your organization to achieve this level of intimacy, and thus distinguish yourself from your competition.

If you have any questions...

If you have any questions about this document, please contact Applix, Incorporated at (508) 870-0300, or send e-mail to “applixinfo@applix.com”.

About Applix, Incorporated...
Applix, Inc. is located at 112 Turnpike Road, Westboro, Massachusetts, USA, and is a leading developer of software applications for the customer interaction market.  Applix, Inc. can be reached via telephone at (508) 870-0300, via fax at (508) 366-2278, or visit our web site at http://www.applix.com.
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