The CEO and CRM

Misplaced Emphasis

Current popular wisdom within the CRM industry places senior management support as one of
the top ten success criteria. What is meant by “support” is never really defined but it is logical
that the term embraces the notion of reasonable project funding, resources, and positive
communication and backing from senior management. But is that adequate?

To answer this question, one needs to understand that the CRM industry identifies itself through
the evolution and capabilities of technology. If the user community obligingly buys into that
definition, senior management is likely to approach a CRM initiative as a systems project and
charge middle management with the task of “go make it so.” Despite senior management
“support,” this orientation and action represents abdication when perhaps in good faith, senior
management thinks it is empowering the organization to act.

To better understand why this is true, one needs to go back to the definition of CRM. Based on a
definition created by the Gartner Group several years ago, CRM can be segmented into two
components:

1. CRM is a business strategy that commits the organization to being driven by the customer or
otherwise being customer centric.

2. Technology is used as an enabler to deliver profitable value to customers through the
understanding and anticipation of their needs.

This definition tends to turn current wisdom on its head because it positions CRM as first and
foremost a business strategy. As a business strategy, senior management must be leading not
merely supporting the initiative. Technology follows this lead by providing the infrastructure to
deliver value and capabilities that enhance profitability. It is not about technology for
technology’s sake.

For there to be a radical shift in the reported success rate for CRM initiatives, there must be a
fundamental shift in the end-user community’s visibility and leadership of senior management.
Without credible and meaningful input from the end user community, the industry will pursue
differentiation through technology as opposed to practical solutions to end user requirements and
profitability.

Who Is Really Customer Centric?

Few organizations would claim that they are not customer centric. Most would admit to needing
improvement and that leads to the purchase of technology with the naive notion that the
technology will somehow fix any perceived deficiencies. If it were that easy, then why the
failure rates? Best practices relative to implementation have been widely publicized since the
beginning of CRM, so perhaps 10 percent ignore these warnings; this still does not explain the
failure rate phenomenon.

Most organizations remain structured in the traditional “stove pipe” functional configuration. In
this definition of responsibilities, no one is really responsible for the customer, so how can the
organization be customer centric? Want more proof? Consider the following:



e The typical sales function is driven to achieve a revenue goal subject to maintaining expenses
within budget levels.

e Marketing is typically organized and driven by performance that relates to products, services,
and programs.

e Customer service has customer in its title but performance criteria tend to be driven by
productivity measures. Further, by examining the business rules and policies that the function
operates under, one often finds that the real objective is cost and risk containment.

At this point, you may say yes we have these characteristics but we measure customer
satisfaction. This is certainly a good thing to do but what is really being measured and what
actions does it enable? Further, to what degree can the organization link (more accurately
correlate) customer satisfaction with customer behavior metrics? It is customer behavior that is
the focus of CRM. Independent studies have shown that customer satisfaction is often not
correlated with customer retention (a key customer behavior).

So the take-away here is that CRM is not a natural state for most organizations. No organization
or function is trying to drive customers away, but the collective action of the organization often
inadvertently achieves this result or otherwise dilutes its impact on the best or most profitable
(includes potential) prospects and customers. This is what needs to be fixed.

The Profitable Acquisition of Customers and Delivery of Value

There is general agreement that customers perceive value as the total experience associated with
the product or service. Delivery of the total experience occurs through horizontal processes that
cross-functional boundaries. The focus of enterprise level CRM is to provide tools, data, and
infrastructure to enable the profitable acquisition of customers and the development of their
potential over the life cycle of the customer. The challenge of this endeavor (CRM) however, is
that the organization is attempting to deploy a common set of tools and technology across
functions that are basically operating to the beat of a different drum. It is a recipe for delays,
miscues, cost over-runs, and resistance.

Enter the CEO

It should be very clear by now that the organizational issues are more likely to derail a CRM
initiative than it is the technology. Organizations have lived with less than perfect technology
since the discovery of the vacuum tube. However, when a system is introduced that changes the
balance of how things are done, influences who wins and why, and has operational limitations,
the prognosis is often terminal. CRM can represent fundamental change, therefore senior
management cannot be on the sidelines they have to be on the field.

If CRM is a business strategy, then senior management must understand it, be committed to its
success, and accurately assess its ramifications (consider the cost). The CEO is the person the
organization looks toward for the direction of the company and its philosophy. In this regard, it
is the responsibility of the CEO to sell this direction to board of directors, financial analysts,
direct reports, and perhaps customers.

As indicated previously, the profitable acquisition of customers and the delivery of profitable
customer value are achieved through processes that cross-functional lines. To the extent to
which performance metrics and accountability issues get in the way of optimizing these



processes, the CEO (COO/President) is the person who must reconcile these issues and create an
environment where everyone is pulling together relative to CRM.

The CEO must recognize CRM as a major organizational change initiative. The CRM project
needs more than support, there must be commitment and leadership. The initiative must be
firmly rooted with organizational goals and have specific success metrics and criteria. Without
this foundation, the initiative will be like a sailboat without a rudder. Similarly, without a
specific destination, a rudder is of small assistance.

The failure statistics speak to this issue loud and clear, a very high percentage of initiatives lack
specific success metrics and goals. Selling an initiative on emotion may get the project to
implementation but few if any reach success. CRM is all about business and only leaders need

apply.
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