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Delivering Customer Management Improvement from Day One

“Two Streams”

What are we talking about here?

Many Customer Management(CM) projects fail entirely or go through an initial dip in performance due to the project suffering as it goes through the classic change cycle – the “it will get worse before it gets better” syndrome.

However if we focus on:-

· The internal sell of benefits

· Make people aware of the likely early ‘dip’ before it happens.

· Develop a CRAMM approach to keeping the business basics going as the organisation goes through change.

…..we can expect to improve on the ROI of 4:1* already being achieved for successfully implemented customer management and significantly reduce the risk of failure.

Background

Within this paper we explore how organisations can embrace customer management change, without suffering a loss in performance (or minimising and managing the early dip in performance) during the early stages of  change. We continue to read real horror stories about customer management change programmes that ended up destroying more value than they set out to create. In their major study “The State of the Nation” published in 2003 QCi highlighted that the Hewson group believe that:-

“Of all Customer Relationship Management projects launched, between 50-60% per cent will fail to give real business benefits – and international projects are high on the risk list”

 – this represents an enormous waste of time, money & effort.  As many organisations embark on the start of their Customer Centric journey, they have an outline plan, but little realisation of the rocky road ahead. 

[image: image6]It isn’t all doom and gloom and many organisations have benefited from successful implementation of customer management programmes delivering real and sustainable competitive advantage, a good example of this are the Nationwide Building Society, not only do they live their mutual values, but reflect them within enhanced customer management and customer experience. TEVA Pharmaceuticals are another example of getting customer management improvement right and seeing this feed straight into performance enhancement. They are now using their customer management as a competitive advantage within the market and taking trade press advertisements to hammer home the point to their customers.

So, CM change can be implemented effectively.

Before we begin ~ just what do we mean by Customer Management? What are we talking about?
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What are we talking about ? Customer Management

What is it ?

•Customer management in its broadest sense is the orientation of an 

organisation. 

•Is it customer focused and how is this manifested within the 

organisation?

•How does it find new customers, manage the relationships it has with 

its current customers and realise value for the organisation?

A Definition

Identifying the right customers, developing relationships that 

create mutual value, while staying with them for the long term. 


Organisations that adopt a customer led approach are pursuing a business/management philosophy and as such it touches every part of the organisation.

Step 1 : Selling the Benefits/Case for Change 

The nature of change and transformation cannot be under-estimated, many organisation fail at the first hurdle by not clearly articulating to the internal and external stakeholders why they have to change and the benefits that will accrue. This is a pure and simple sales exercise ~ selling the case for change. Highlighting the features and benefits of the desired change state and how it will meet the needs of the changing environment.

So, we need to be really clear why we need to change, before embarking upon the journey?

Detailed below is an example that we have developed to highlight how the process can be developed, it highlights a clear future desired change state by area. This focuses upon consumer/customer and highlights connectivity to the past and current state. Furthermore the change needs to embrace not only the customers /consumers , but the environment, channel they exist within, i.e. competitive and industry.

Building The Case for Change : Consumers/Customer Analysis

What type of customer management experience did our customers and/or consumers receive in the past, what is it like at the moment? Equally important are the future expectations of customers and consumers. These need to be taken into account as we plan our customer management development programme.  

	Area
	Past
	Present
	Future (2009)

	Service Provision
	1.Consumers rarely considered the service delivery aspects when purchasing.
	1.Over 60% of customers now purchase a service with clear expectations around the delivery of that service.
	1.Over 90% * of customers will purchase or accept a service  with a clear understanding of what should be provided.
2. When service failure is encountered, by- pass the service provider and complain directly to the regulator or independent ombudsman.

	Emerging Competition
	1.Consumer would be sold standard services to maximise internal infrastructure.
2.Additional services would be provided based on intuitive understanding of the customer.
	1.Portfolio approach to service provision.

2. Service differentiation to drive premium and value.

3.Consumers starting to evaluate more than one service provider when making decisions.


	1. Differentiation will be a key part of the process with service providers offering a tailor- made solutions services type approach.

2.Depth & breadth of service choice used to lock in base service provision.

3.Government regulation could  force base service provision for the les profitable services if they deteriorate under increasing competition for the more profitable sectors.

4. Fundamental change in base service provision in terms of service quality and cost, countered by flexibility and tailoring of services carrying a premium.   


* = Springboard Research 04/05.                               

From the above we can distill the Key Issues:- (Here is an example based upon the above)

Key Issues Summary
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Building The Case for Change : Channel Analysis

Secondly, we consider the channels or route to market. What are the likely new routes to market that may emerge? How will we manage these developments and include them within our customer management plans? Do the current channels offer any clues to the future?


	Area
	Past
	Present
	Future (2009)

	Channel Dynamics
	1. Service advice given by the provider.
2. One provider offering complete service solutions.
	1. Access to information has improved, making comparative analysis easier.
2. The web has enabled/empowered individuals to make more informed choice.

3. Electronic mail has made service provision available direct and immediate.
	1. Service provision through direct home link or customer specified link.
2. Sophisticated customer targeting as the market becomes noisier and more crowded.


Key (Channel) Issues Summary

 I

ssues

 Building The Case for Change : Industry Analysis

Lastly we need to consider the industry we operate within and how this is likely to develop. What are the implications of these developments on our organisations and customer management plans. 

	Area
	Past
	Present
	Future (2009)

	Industry Dynamics
	1. One provider for total service solutions.  
	1. Increased competition as non-traditional service providers enter the market exploiting new technology.
2. Traditional service provider broadening their product offer and targeting customers, but handicapped through traditional inflexible infrastructure.
	1. Service provider companies pursue a total product one stop shop.
2. Sophisticated consumer targeting and ongoing management of service provisions, predicting Consumer requirements.


Key Issues

Key (Industry Issues) Summary 


Understanding our start point before deciding what to change……

It may be clear what the desired state is that we aspire to, but where are we starting from? We need a clear start point for our change programme and the areas identified that require change to occur. To establish what needs to change we follow the consumer expectation all the way down to the Customers perception of service actually delivered, as detailed in the example below;

	Gap One
	GAP
	

	Consumer Expectation
	No understanding exists of the consumer within the business. Customer expectations are based upon a passive relationship and historical intuitive understanding. 
a) Move from perception to factually grounded consumer based understanding.
	Management Perception of Customer Expectation

	Gap Two
	GAP
	

	Management perception of consumer expectations
	Service quality has been developed around transactional processing, internal processes and infrastructural maximisation.
a) Gain key stakeholder input into service quality specification development.
b) Ensure the Spec reflects/exceeds consumer expectations.
	Service Quality Specification

	Gap Three
	GAP
	

	Service Quality Specification
	This is developed from an internal historic understanding of what the customers should expect. The Specifications are transactional in focus aimed at operational efficiency to reduce cost and not enhance the customer experience. They are then monitored, reported and controlled to validate compliance, not customer satisfaction or value enhancement.

a) Review the specifications and re-develop from a customer experience perspective. Measure to ascertain customer satisfaction, experience, loyalty and value.
	Service Actually Delivered

	Gap Four
	GAP
	

	Service Actually Delivered  
	Customers are not engaged to ascertain if the service delivered actually matched what they thought they would get.
a) Moment of truth driven research with findings feeding into service delivery enhancement.
	Customer perception of service actually delivered.


What is stopping us from changing?

We now need to ask ………….Given that we are clear about where we would like to be and our own internal ‘start point’ (with accompanying areas requiring change), why isn’t the change happening?

It is at this point that you start to hit the wall of:- organisational culture, resistors and blockers.

	Forces for change
	Direction
	Zone of Change
	Forces acting against change

	Competitive pressures
	
	Customers & consumers are also pushing for changes and reverting to competition to fill their needs.
	Dependency on inflexible infra-structural base & internal bureaucracy and denial of the competitive threat.

	Directive nature of Government regulator
	
	Engage the stakeholders to endorse the changes required.
	Organisational culture:-

Fixed in the past. Problems are externally driven, complacency surrounding the need to change. Failure to recognise competition or  commercial realities

	Business strategy development
	
	Business strategy development should provide a robust case for the change. 
	Ease of  “continue as is” vs scale of change required.

	Significant single platform investment. High levels of information on one accessible platform.
	
	Mine and screen the information for increased utilisation, functionality and value enhancement.
	Lack of co-ordination and utilisation of information. Lack of identified cost benefit from enhanced functionality.

	Customers demanding higher levels of satisfaction
	
	Introduce the dual customer approach into the strategy development.
	Customer View built from historic, intuitive perspective.

	Individuals recognition of need to change
	
	Harness individuals willingness for change and enable them through Customer focused objectives/rewards
	Internal transaction focus to individuals role profiles, measures, motivation and objectives.


The above analysis identifies that the organisation are ready to embrace change with the force for change (in this example) outweighing the barriers. Business strategy development provides the ideal platform to reflect the changes necessary and should embrace a Customer management strategy as part of the process. 


Making the change, happen …………’A Two Stream Approach’
Often change programmes try and take on too  much or run off in pursuit of a vision, without addressing & fixing the “nuts & bolts” of the business.

To prevent this from occurring it is suggested that when implementing a customer centric change programme a two stream approach is deployed. This aims to protect/underpin current performance by identifying customer management improvement areas and focusing them against a CRAMM framework; C (Create, new business, new products). R (Retention). A(Add value/volume). M(Manage costs) M (Manage risk) framework whilst also developing quality customer insight, CM strategy and a customer centred organisation.

The CM Project : Stream One


This focuses on the basics of the business. Its aim is to maintain and/or protect the current value/volume line. In essence it is buying the business time.

Using the following CRAMM framework (as outlined earlier) senior management are able to map the short and medium term issues; fig 2 provides an example framework.

Fig 2

	CRAMM
	Burning Platforms
	Quick Wins
	Big Prizes
	Strategic Initiatives

	Create
	
	
	
	

	Retain
	
	
	
	

	Add
	
	
	
	

	Manage Cost
	
	
	
	

	Manager Risk
	
	
	
	


Each element needs to carry a cost/benefit & clear objective toward the custom
ers and against achievement of its target.

These can be established through a Customer Management  assessment of the organisation and slice through the organisation on a product, function  and/or service basis. As indicated, the aim is to maximise the short to medium term Customer Management opportunities. Fig 3
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fig3

Stream Two

The second stream starts to address the more fundamental issues of the business. Understanding customer’s needs, market dynamics, developing products and services to meet/exceed those needs. It will also require the re-engineering of existing products and services to bring them in line with customers needs and expectations.

The development of stream two could be viewed as fig 4
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Stream Two Development

Value

Time

= Implementing Stream Two


fig4

Stream Two’s development curve experiences a dip before real customer value enhancement “kick’s in”. This is due to its high dependence on cultural change and the time lag dynamic of customer behaviour vs satisfaction.

Managing the Two Streams

The aim of the senior management team is to manage both programmes to achieve a position as indicated in Fig 5. In this example stream one is used to shorten or reduce the effect of the value dip from stream two. Maintaining customer value, while the organisation goes through the change cycle and time lag where improved behaviours lead to increased satisfaction & customer value.
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Fig5

Why Bother ?

We need to ask whether the investment into change and ultimately the pain of that change is valuable enough for the gain?

An independent exercise undertaken two years ago by a group of leading business people and academics established a correlation of .8 between; high performing business vs their customer management scoring. 

The Risks…………………

The last few years have seen an increasing number of technology solution providers using the banner of Customer Management to sell big ticket software and hardware systems.

It is rare for these projects to reach their projected potential through; poor programme management, unclear objectives, changes in the organisation, poor system implementation and specification. 

i) “70% of CM programmes started this year will fail!" Sistrum 

ii)"An overwhelming 92% of companies are dissatisfied with results achieved to date from their ERP implementations. Only 8% achieved a positive improvement in their performance". PA Consulting 

iii) The dangers of Very Large Projects (VLPs) – "Any CM project greater than £10M will fail" – KPMG 
It is therefore important that senior management aren’t to short term focused, or mistake a technology solution for customer management improvement and get caught up in this “bad press”. 

The Upsides………………

Follow up to the initial research has mapped over 200 organisations as they pursued their CM development programmes. Figure 6 indicates that a strongly positive ROI potential can be generated through the development of a successfully implemented customer centric approach. If senior management can stick with the programme past the short term and assure the key stakeholders that the investment will be justified in the medium to long term then a ROI of  4:1 can be expected over a three year period.

This is purely based upon the pursuit of a stream two approach toward improved customer management. Research has yet to be carried out on the effect of organisations employing the stream one and two strategy. However, given the potential of stream one to shorten, reduce or cancel out the initial “dip effect” of stream two, then it safe to assume an even higher ROI is on offer?
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fig6 Source:- State of the Nation, QCi

Conclusion


Many businesses are still internally focused driving for ever increasing cost release and process efficiencies. Despite a lot of rhetoric the majority of businesses are still poor at managing or even acknowledging their customers. The average score for Customer Management quality within the UK is 33% against best practice.

The two stream approach towards CM project management provides; a way of maximising and under pinning the short term, while developing and safe guarding the medium to long term.

Senior management need to effectively; break out of short termism, engage the key stakeholders and take them with them on the development plan. Research has shown that a three year ROI of 4:1 can be achieved through an effectively delivered CM programme. Furthermore; research has yet to be carried out on the effect of organisations employing the stream one and two strategy. However, given the potential of stream one to shorten, reduce or cancel out the initial “dip effect” of stream two, then it is safe to assume an even higher ROI is on offer?

If you are interested in finding out more about the findings contained within this article or want to know more about Customer Management, then contact the author Mark Hollyoake on contact@springboardcs.com.
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~ Intensified competition�~ Non-traditional service providers entering the market


~ Product innovation, consumer targeting and one stop shop customer management.�





~ Explosion in Electronic mail for direct service provision�~ Web enabled competitive analysis and provision available to individuals.�~ Competitive service “cream skimming” taking the value creating service, through sophisticated targeting and customer management.











~ Consumers more informed and independent�~ Weakening consumer loyalty.�~ Government involvement from a regulatory perspective.�~ Higher percentages of customers operating on flexible tailored service provision agreements.








*Source:- State of the nation 2003
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