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There’s no doubt that we’re navigating troubled economic waters. Capital is tight, investors are concerned, and we’re
inundated with doom and gloom reports from all sectors of the market. Experts are predicting at least six more quarters
of lackluster performance.

So how does all this affect spending for Customer Relationship Management (CRM) systems? Interestingly enough,
adoption of CRM technologies is still on the rise. While companies scale back budgets and delay technology investments
in other areas, GartnerGroup predicts that the market for CRM applications will grow 30 to 35 percent this year.1 And
according to Forrester Research, 82 percent of 1,026 firms in Forrester’s Business Technographics Q1 2001 North America
Benchmark Study report that they have CRM implementations planned or in progress.

There’s plenty of evidence to suggest Customer Relationship Management (CRM) investments are an even smarter idea
in the down economy. For many companies, this is precisely the time to keep the pressure on the competition.  Consider
this quote from a recent article in Forbes magazine: “[Jack] Welch, in one of his last major speeches inside GE before his
planned retirement later this year, exhorted 500 managers in January: ‘Now, with the economy tightening, with people
cutting back, don't let yourself cut back for a second on your digitization efforts. This is the time to widen the gap.’”2

With all the volatility, does it make sense for your company to invest in CRM? Here are a few things to think about:

1 “When Customer Care Counts,” 3/26/01, InformationWeek.com
2 Lion in Winter, Forbes Magazine, 4/.30/.01 1

Profitability is key.  The license to spend heavily on new customer acquisition has been revoked –at least temporarily
– and most executives are aware that it can cost up to ten times as much to attract a new customer as to retain an
existing one. Profitability requires a relentless focus on better understanding and serving the customers that are most
likely to generate real profits and real income. A well-planned and executed CRM strategy can ensure that you know
your best customers and that they know you – the first key in ensuring they don’t defect to the competition.

Customer expectations continue to rise.  In general, technology spending hasn’t done much to improve customers’
view of service. The University of Michigan Business School’s American Customer Satisfaction Index declined an
average of 7.9 percent between 1994 and 2000. Additionally, managing customer interactions and customer relationships
is becoming more complex as customers adopt new Web-based communication channels and demand a higher level
of customization. Organizations that make strategic CRM investments and align around customers are in a better
position to deliver a seamless, quality customer experience across all channels.

“Deer in the headlights” won’t work.  Companies that continue to implement technologies to improve business
processes are the ones that derive competitive advantage and stay on top over the long haul. If you put projects on
hold until the economy levels off, you’ll be playing catch-up when it recovers. Historically “fortune favors the bold”
– especially in a period of uncertainty.
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Though it makes sense in theory to invest in CRM technologies,
companies have met with significant challenges putting CRM
into practice. Horror stories abound and the general perception
seems to be that CRM implementations take too long, cost
too much and don’t deliver the goods.

Analysts offer up a plethora of reasons why, but could it be
as simple as this: CRM succeeds when it’s important enough
that it does? Our experience, and that of our customers,
suggests that the solution is to approach CRM as a strategic
business proposition, not as a technology purchase. Those
that count their CRM investments a success have learned that
it’s essential to start with a vision, execute across functional
lines around profitable customers and, most importantly,
drive the process from the top down while building adoption
from ground zero: the customer contact point. Why?

B U S I N E S S  C R I T I C A L  I N I T I A T I V E S  I N  T U R B U L E N T  T I M E S

Every expense goes under the microscope when times are tight. Making a case for CRM
investments can be a challenge under these conditions. A March 2001 study of decision
makers by Al Nazarali & Associates’ Enterprise Marketing Unit explored the factors companies
use to designate a software or systems investment as “business critical.” As one respondent,
a director of marketing for an industrial equipment manufacturer, put it: “Anything that would
speed the process of taking information from one system and entering it into another would
be of benefit. We could use fewer staff and receive greater customer satisfaction.”

The Nazarali study indicates that companies need to link expenditures to core business
objectives as follows for an automation initiative to receive “business critical” consideration.

Strengthen  Customer  Sat i s fac t ion
     Support personal relationship-building activities; a critical success factor that results in
     competitive advantage
     Protect critical long-term customer relationships
     Target strategic customers for special treatment
     Increase touch points and/or face time with the customer
     Make sure staff reductions don’t have an adverse affect on customer relationships
     Streamline interface with customers so that the enterprise appears proficient and in
     control at all times in the eyes of the customer

Susta in  Sa les  and  Revenues
     Accelerate time-to-revenue ramp up, especially in economic downturns
     Reduce length and complexity of sales cycle by making it easier to manage multiple
     customer contact points and facilitate coordination between departments
     Enable sales personnel to focus on selling and not on tasks such as posting data
     Increase ability to stay on top of every opportunity – especially during a time when
     every sale may be critical

Lower  Costs  and  Inc rease  Return  On Investment
     Increase return on investment in sales efforts and costly customer acquisition and
     retention activities
     Reduce total costs of transacting with customers.
     Illustrate fast payback and dollars saved by more efficient use of internal resources

Improve  Product iv i ty
     Increase staff efficiency and accuracy
     Simplify the IT architecture to save time on data movement and organization
     Streamline operations to react quickly to end-user needs

For more information about Al Nazarali & Associates Inc., please contact us at
www.nazarali.com or 206.652.3288.

A firm’s CRM implementation defines its customer
experience. According to a recent AMR Research survey,
executives say that improving customer relations and
satisfaction, increasing company revenue and market
share and improving customer management are the top
three drivers of their e-business initiatives. When it’s
done right, CRM makes it possible to meet all these
goals and neutralize competitive threats.

Evaluate purchase on the basis of business goals and
not technology. GartnerGroup analyst Robert DeSisto
warns in a recent article that as many as 85% of
companies that buy CRM software to automate sales
efforts don’t pick the right tools because they fail to
define business objectives or develop processes for
meeting objectives.3 A project usually starts when a
functional manager gets excited about the potential for
CRM to transform operations in his/her area. This
champion gets the IT group involved to evaluate the
options. The IT group does what it does best: compare
features and come up with a purchase recommendation
based primarily on technology parameters. We’re all in
favor of great technology, but great technology alone
does not a solution make. You’re likely to end up with
a “cool” application from a technology standpoint, but
not necessarily a platform that can support current
business objectives and emerging business models.

3When Customer Care Counts, InformationWeek.com, 3/26/01
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CRM requires a shift in organizational thinking. It’s not enough to implement the technology, you need to align all
processes around the customer and change behaviors at all levels of the organization. Most CRM initiatives have
been plagued by low adoption rates and other organizational challenges that dwarf the technological hurdles. The
only way to convince employees that they need to change the way they think about customers is for management
to set the example. Executives must devote continuous attention to change management, and structure recognition
programs to reward those employees who add value to CRM initiatives.

Manage costs, risk in execution. With all the mergers and acquisitions in the CRM space, there are a lot of vendors
struggling to integrate architectures within their own product suites. This can be a huge “hidden” cost and put
companies at risk for lengthy deployment cycles and expensive development efforts to scale, maintain and upgrade
CRM systems on an ongoing basis. Companies need to go with a vendor that uses an open architecture based on
native Internet technologies that can integrate directly to other enterprise-class systems, leading middleware products
and Web-based applications. According to a recent survey by marketing consulting firm Al Nazarali & Associates,
open standards capability will be the minimum requirement for future CRM investments. A top-down, coordinated
approach to CRM implementations ensures that you’ll have a platform that gives you the agility you need to survive
downturns and thrive in any economy.

Ability to track ROI at the enterprise level. It may seem that companies are sinking a lot of money into CRM, but
nearly half of the respondents in a recent GartnerGroup study report that their CRM budget was less than $500,000;
two-thirds say it’s less than $1 million.4 Regardless of the expense, it’s vital that companies are able to track ROI at
the enterprise level by measuring customer profitability. This means that CRM systems need to integrate data from
a wide range of enterprise level systems to get a unified view of the customer. According to a recent report from
Forrester Research, 57 percent of firms can’t justify CRM investments because they can’t measure customer profitability.

4 Study shows most companies’ projects have yet to come to fruition, InformationWeek.com, 3/19/01

Most companies underestimate the challenge of making the vision of enterprise-wide CRM a reality. And many CRM
vendors have contributed to this problem by focusing on the technology as the “holy grail” and ignoring the organizational
and process-related aspects of the equation. To realize the full potential of CRM and reap the rewards of a customer-
centric business model, we suggest that you view CRM not as a standalone strategy, but as a direction that ties together
many business initiatives.

F I N D  Y O U R  T R U E  N O R T H

The first order of business is to decide on a clear go-to-market sales strategy that defines true north for making critical
CRM investment and implementation decisions. A clearly-defined sales process creates and delivers incremental value
at every customer touch point, leading to deeper insights, better interactions, increased customer loyalty and increased
revenues and profits.

There are four possible levels for a go-to-market sales strategy. Each of the levels illustrated in Figure 1 and Figure 2
below describes a viable path to competitive sales advantage. No one of these strategies is inherently better than the
other and your choice depends on your market conditions, competitive environment and your business configuration.
Winning with your chosen strategy requires commitment, alignment and execution.
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F igure  1 .
The four levels
of the Go-To-
Market Sales
Strategy.

F igure  2 .
Applying the
five dimensions
of the Go-To-
Market Sales
Strategy across
each level.

For a more in-depth discussion of Go-To-Market sales strategies, see Onyx’s white paper
“Finding True North: Defining an Organization’s Go-To-Market Sales Strategy.”
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D E F I N E  V A L U E  A N C H O R S

What are our most profitable customer segments, products and channels?

Will this technology investment directly support the strategies, processes and people that can help us reach our
profitability goals?

It’s easy to get caught up with what the technology can do. The issue is what it should do. In too many cases, the core
business value drivers get lost in the dream of enabling enterprise-wide automation. Don’t misunderstand: we believe that
CRM is the best vehicle to achieve a true customer-centric business model and ensure long-term customer loyalty. But we
also advocate that the only way to evaluate a CRM investment is to forget the technology “cool” factor and focus on
defining where you are now, where you need to be and what you have to do to get there. Ask yourself:

In other words, how can CRM help you build real business value? The proverbial 80/20 rule should be the foundation
of your CRM initiative. If you’re going to build business value, you have to know where you make money so you can
defend and exploit these areas. We call these areas your value anchors. Begin your CRM plan with a clear view of those
customer segments and/or product groups that fund the company’s growth.

F O L L O W  T H E  P R O F I T S

Regardless of whether you segment by customers or products, align your organization and CRM strategy around your
value anchors. A CRM strategy based on value anchors ties together a group of business objectives, program initiatives,
departmental plans and technology to engineer a seamless, branded buying experience across the customer life cycle.
The result is a focus on building a deep understanding of and intimacy with the customers capable of generating the most
revenue and increasing the company’s profitability.

The technology framework should support the business model, not the other way around. Though this seems obvious,
it’s nearly impossible to do without a top-down approach to technology initiatives. To create real business value, CRM
technology must be connected to the key business drivers – objectives, process, and metrics – for the specific value anchors
it’s designed to support. You need to apply the approach illustrated in Figure 3 below to each of your value anchors, as
the bank example illustrated in Figure 4 shows.

F igure  3 .
Top down
approach to
technology.

F igure  4 .
Top down
approach
by Value
Anchor.

Anchor  Products

Segmen t  R equ i r emen t

Customer  Group

Sma l l  B u s i n e s s

Customer  Group

Mas s  A f f l u e n t
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S U M M A R Y

Companies that invest in Customer Relationship Management as an enterprise-wide strategy can protect business value
during a down economy. Better yet, CRM delivers a huge competitive advantage and positions your company to grow
as the economy recovers. The key to a successful CRM investment is to chart a course that combines business objectives,
program initiatives, departmental plans and an open technology platform into a single customer-centric direction.
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