Chapter 6 – Customer Relationship Management (CRM)
· Customer Relationship Management (CRM) involves managing all aspects of a customer’s relationship with an organization to increase customer loyalty and retention, and an organization’s profitability.
· Product differentiation is low in this age, and CRM can make a leading difference and a valuable asset. Most competitors are only a mouse click away
· CRM provides insight into customers’ shopping and buying behaviors
· Understanding the fundamentals of CRM means understand the following:
· CRM as a business strategy
· Business benefits or CRM
· The evolution of CRM
· Operational and analytical CRM
CRM as a Business Strategy
· Must be embraced not only as a type of IS, but also a strategy on an enterprise level
· CRM is actually a process and business goal enhanced by using IS
· Implementing a CRM system helps an organization identify customers and design specific marketing campaigns tailored to each customer, increasing customer spending
· Allows an organization to treat customers individually, and gain insights into their buying preferences and behaviors
· This results in an increase in sales, greater profitability, and higher customer loyalty rates
· Example: A casino that tracks all of your moves you ever made at any of its casino’s. In the event you are losing a lot, the system will offer you free coupons or dinner that makes evening losing customers “feel a little bit luckier”
Business Benefits of CRM
· CRM is a business philosophy based on the premise that organizations that understand the needs of individual customers are best positioned to achieve sustainable competitive advantage in the future.
· CRM is not new to businesses, it is simply performing current business better
· A customer strategy starts with understanding who the customers are and how the company can meet their strategic goals


· An organization can finds its most valuable customers using RFM – Recency, Frequency, and Monetary value
· Recency – How recently a customer purchased items
· Frequency – How frequently a customer purchases items
· Monetary Value – How much a customer spends on each purchase
· After gathering this initial CRM Data, it can compile the data to identify patterns and create marketing campaigns, sales promotions, and services to increase business.
· Example: Smith only buys at the height of the season, so the company then sends her a special offer during the off-season.
Evolution of CRM
· There are 3 main phases in the evolution of CRM : Reporting, analyzing and predicting
· CRM Reporting Systems help identify customers across other applications (identification)
· Example: What is the total revenue by customer? How many units did we manufacture?
· CRM Analysis Systems help organizations segment their customers into categories (segmentation) (such as best and worst customer)
· Ex: Why did sales not meet forecasts? Why was production so low? Why was customer revenue so high?
· CRM Predicting Systems help organizations make predictions regarding customer behavior, such as which customers are at risk of leaving
· Ex: What customers are at risk of leaving? What products will the customer buy? Who are the best candidates for a mailing?
· Both operational and analytical CRM systems can assist in these 3 above phases
Operational and Analytical CRM
· The two primary components of a CRM strategy is Operational and Analytical CRM
1. Operational CRM supports traditional transactional processing for day-to-day front-office operations or systems that deal directly with customers 
· Ex: Sales Systems, Marketing Systems and Customer Service Systems are all part of Front Office or Operational CRM
2. Analytical CRM supports back-office operations and strategic analysis, and includes all systems that do not deal directly with customers.
· Ex: The collaborative CRM system, Data warehouse and Data mining are all parts of the Back Office – Analytical CRM



Marketing and Operational CRM
· There are three primary operational CRM systems a marketing department can implement to increase customer satisfaction:
1. List Generators
· List generators compile customer data from a variety of sources and segment the data for different marketing campaigns.
· Sources include web site visits, web site questionnaires, online and offline surveys, flyers, roll-free numbers, etc.
· These lists can be filtered by criteria such as household income, education level, age, etc.
· Provides a solid understanding of the type of customer it needs to target for marketing campaigns
2. Campaign Management Systems
· Guide users through marketing campaigns by performing tasks like campaign definition, planning, scheduling, segmentation and success analysis.
3. Cross-Selling and Up-Selling Strategies
· Cross-Selling is selling additional products or services to a customer
· Ex: McDonalds performs cross-selling by asking customers if they would like an apple pie with their meal
· Up-Selling is increasing the value of the sale
· Ex: McDonalds performs up-selling by asking customers if they would like to super-size their meals.
· CRM Systems offer marketing departments all kinds of data about their customers and their products, which can help those departments identify cross-selling and up-selling marketing campaigns.
Sales and Operational CRM
· Sales departments were the first to begin developing CRM systems. It was easier to track customer sales data electronically.
· One of the first CRM components built was the Sales Force Automation (SFA) system
· The SFA system automatically tracks all the steps in the sales process. SFA products focus on increasing customer satisfaction, building customer relationships, and improving product sales by tracking all sales data

· There are 3 primary Operational CRM Technologies a sales department uses to increase customer satisfaction:
· Sales Management CRM Systems
· Automate each phase of the sales process, helping individual sales reps coordinate and organize all of their accounts.
· Ex: Calendars to plan customer meetings, alarm reminders signaling important tasks, customizable multimedia presentations, document generation
· Contact Management CRM Systems
· Maintains customer contact information and identifies prospective customers for future sales.
· Contact Management systems include features such as organizational charts, detailed customer notes, and supplemental sales information.
· Ex: The system takes an incoming phone call, and displays the caller’s name along with notes detailing previous conversations. This allows the sales rep to answer the phone and say “Hi Sue, how is your new laptop working?” , etc
· Opportunity Management CRM Systems
· Target sales opportunities by finding new customers or companies for future sales.
· Determine potential customers and competitors and define selling efforts, including budget and schedules. 
· Advanced systems can even calculate the probability of a sale, saving sales rep time and money when attempting to find new customers.
· It is similar to contact management systems, but it deals with NEW customers while contact management deals with EXISTING customers
Customer Service and Operational CRM
· Three primary operational CRM systems a customer service department can implement to increase customer satisfaction:
· Contact Centres
· A Contact Centre (Call Centre) is where customer service reps (CSRs) answer customer inquiries and respond to problems through a number of difference customer touch-points. 
· Maintaining a high level of customer supporting is critical to obtaining and retaining customers
· For example, Contact centres track customer call history along with problem resolutions. This history provides a comprehensive customer view to the CSR, and can quickly understand all of the customer’s products and issues without the customer having to be frustrated and explain the problem once again to yet another CSR
· Web Based Self Service Systems
· Web based self-service systems allow customers to use the web to find answers to their questions or solutions to their problems.
· Examples: FedEx uses web based self-service to allow customers to track their own packages without having to talk to a CSR. Another example is chat buttons that allow customers to click a button and chat with a CSR via the internet.
· Call Scripting Systems
· Call Scripting Systems access organizational databases that track similar issues or questions and automatically generate the details for the CSR, who can then relay them to the customer. The system can even provide a list of questions that the CSR can ask the customer to determine the potential problem and resolution.
Using Information Systems to Drive Analytical CRM
· Unlike operational CRM that automates call centres and aims to enhance customer transactions, analytical CRM digs deep into a company’s historical customer data and exposes patterns of behavior on which a company can then capitalize.
· Primarily used to enhance and support decision making, works by identifying patterns in customer data collected from the various operation CRM system
· Personalization happens when a web site knows enough about a person’s likes and dislikes that it can fashion offers more likely to appeal to that customer. Many organization are using CRM to create customer rules and templates that marketers can use to personalize customer messages
· Analytical CRM helps make decisions about how to handle customers based on the value of each and every one
· Relies heavily on data warehousing systems and business intelligence to get insights on customer behaviors
· These systems quickly aggregate, analyze, and disseminate customer information throughout the organization.
· Analytical CRM Systems can:
· Give customers more of what they want – For example, if staff knows a customer’s shoe size and preferred brand, they can notify the customer and say there is a pair of size 12 shoes set aside to try on the next time they visit the store
· Find new customers similar to the best customers – Analytical CRM could find that a lot of business comes from women aged 35-45 who drive SUVs and live within 50 kilometers of the location. The company can then find a mailing list to highlight this type of customer for potential new sales
· Find out what the organization does best – For example is a restaurant caters more breakfasts for mid-sized companies than its competition does, it can send out a mailing list to target these mid-sized companies
· Beat competitors to the punch – Determine sales trends and offer the best customer deals before the competition has a chance to
· Reactivate Inactive Customers – Highlight who has not done any business with the organization for al long time. They can then send them a personalized letter with a discount coupon reminding them of the company and sparking a renewed relationship
· Let customers know they matter – Determine what customers want and need, so an organization can contact them with this information. Example: a reminder that the car is due for a tune-up
Section 6.2 – CRM Best Practices and Trends
The Fix Best Practices for CRM Implementation
· Clearly Communicate CRM Strategy
· Ensure all departments and employees understand exactly what CRM means and how it adds value to the organization.
· Define Data Needs and Flows 
· Clear understanding of how data flows in and out of the organization. Chances are that data comes into the organization in many different forms and from different sources.
· Build an Integrated View of the Customer
· It is essential to choose the correct CRM system that can support the organization requirements. System must have the correct breadth and depth to support strategic goals. The systems infrastructure such as ease of integration to current system is important
· Implementation in Iterations 
·  It is easier to design, manage, measure, and track the design, building, and deployment of the CRM when it is delivered in pieces. It also allows an organization to find out early if the implementation is headed for failure, and to change the course or discard the project and save resources
· Scalability for Organizational Growth
· Makes sure that the CRM system meets the organization’s FUTURE needs as well as its current needs. It is very hard to estimate how the organization will grow, predicting technological changes and anticipating how customers are going to evolve. Answer these questions ahead of time to ensure that the organization grows into (not out of) the CRM system


The 8 Building Blocks of CRM Systems
1. Creating a CRM vision that provides a “big picture” of what the customer-centric organization should look like.
·  Clearly identifies the customers that the organization wants a relationship with, importance and benefits of CRM to the company, the nature of customer experience desired
2. Defining and weaving a CRM strategy that aligns with broader marketing and sales strategies, and informs operational and production strategies.
3. Understanding and engaging the customer. 
· Know who your customers are, involve them in design and implementation of CRM strategy. Get feedback from them, use feedback to improve and fine-tune CRM and how it is used.
4. Ensuring organizational collaboration between internal groups and external business partners. 
· Often this involves changing processes, structures, incentives, skills, and behaviors for successfully implementation
5. Focusing on improving customer processes.
· Re-Engineer processes to be customer-centric and deliver great customer service
6. Achieving Data Integrity across the enterprise
· Organizations must be series in their efforts to maintain high quality data and to readily share this data across business units and between partners. High quality data means no errors, no duplication of data in the system, etc.
7. Leveraging information system to implement CRM
· Take steps to create enterprise computing architectures that can use and tightly integrate information systems. Integration is key to CRM applications.
8. Defining, Collecting, and Analyzing CRM Metrics
· By continually measuring customer service metrics and understanding what htose measures mean, organization can take steps to improve the customer experience and ensure that the CRM strategy is realized
Some organizations create a specific organizational role, such as CRM MANAGER, to ensure that somebody in the company is held accountable and is responsible for the continued successful rollout of CRM. Full-time responsibilities include functional management of the existing CRM solution, operational management, change management, and strategic partnership with key CRM stakeholders.


CRM Metrics
· Common metrics are straightforward an easy to collect and analyze
· Analyzing too many metrics can cause “metrics overload” and be counter productive
· Measurement of CRM satisfaction can be used as a metric
· Some examples are listed in the table below:
	Sales Metrics
	Service Metrics
	Marketing Metrics

	Number of prospective customers
	Cases closed the same day
	Number of marketing campaigns

	Number of new customers
	Number of cases handled by an agent
	New customer retention rates

	Number of retained customers
	Number of service calls
	Number of responses by marketing campaign

	Number of open leads
	Average number of service requests by type
	Number of purchases by marketing campaign

	Number of sales calls
	Average time to resolution
	Revenue generated by marketing campaign.



CRM Applications and Vendors
· In 2010, despite the economic downturn the CRM market was around US 10$ billion
· Consolidation of the CRM marketing is expected to continue, as well as a focus on delivering CRM applications to small and medium-size businesses.
· Growth of Software as a Service (SaaS) continues to be a major trend.
Managing Other Relationships
Building healthy relationships with key stakeholders is healthy and profitable for companies. Some key relationships are Supplier, Partner, and Employee.
· Supplier Relationship Management (SRM)
· Focuses on keeping suppliers satisfied by evaluating and categorizing suppliers for different project, which optimizes supplier selection
· Can help an organization determine the best supplier to work with
· Supplier relationship management is not the same thing as an SRM system. SRM is a management activity, whereas an SRM system is an application that supports SRM.
· SRM Applications help companies analyze vendors based on a number of key variables, including strategy, business goals, prices and markets.
· SRM systems monitor performance such as “Do they meet deadlines? Do they under-quote on estimates? Do they deliver high-quality parts?”
· Good supplier relationships ultimately translate into better supply chain efficiency and effectiveness
· Partner Relationship Management
· Alliance Partners 
· Are competitor organizations who co-operate with one another because doing so allows them to compete more successfully. For example, Star Alliance was founded in 1997 by five airlines. Today it has more than 25 full members
· Dealers 
· Are agents who sell products or services on behalf of a company or organization, particularly in the automobile industry. Ex: Canadian Tire with more than 482 stores in operation across the store. Each store acts as an independent associate dealer. Canadian tire owns the building and land for each of its retail stores, but the associate dealers own everything inside the building form fixtures to merchandise.
· Retailers
· Stores or shops operating at the end of the supply chain that acquire goods or products from manufacturers or importers, and sell smaller quantities of these goods to consumers at higher prices to cover expenses and make profit
· Resellers
· Companies or individuals who purchase goods and products in bulk with the intention of reselling them at a profit.
· Partner Relationship Management (PRM)
· Focuses on keeping vendors satisfied by managing alliance partner, dealer, retailer, and reseller relationships that provide customers with an optimal sales channel. PRM is a MANAGEMENT ACTIVITY. 
· PRM Business strategy is to select and manage partners to optimize their long-term value to an organization
· PRM Systems are IS that help support the management activity of PRM. Information system can help create good partnership relationships by offering better communication with partners, exchanging transactional data more efficiently and effectively, and monitoring partners to see how they are performing
· Employee Relationship Management (ERM)
· ERM is a management activity that focuses on managing and organizations relationship with its employees.
· ERM can increase employee productivity by improving morale, loyalty, turnaround, communication and employee change readiness
· Like SRM and PRM, ERM is a management activity and  can be aided with IS
· For example, having a system to train new employees through a web browser application


Future of CRM
· Will continue to grow and evolve and be used with a wide variety of partners
· Will remain a major strategic focus, especially in companies with non-differentiating products
· [bookmark: _GoBack]CRM applications will continue to adapt wireless capabilities supporting mobile sales and mobile customers, increasingly popular cloud computing
· Real time interaction with human CSRs over the internet will continue to increase
· CRM suites will incorporate SRM, PRM and ERM modules and enterprises seek to take advantage of these initiatives
