
I© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

Contents

1.0 Introduction and Executive Overview ..................................................... 1
1.1 Research Elements Used in This Report .......................................................................2
1.1.1 Probabilities Defined ....................................................................................................3
1.1.2 Type A, B and C Enterprises Defined ...........................................................................3
1.1.3 The Gartner Magic Quadrant .......................................................................................3
1.1.4 The Gartner Hype Cycle ..............................................................................................4

1.2 The Eight Building Blocks of CRM ................................................................................5

1.3 Realizing the CRM Vision: From Strategy to Execution ................................................8

1.4 CRM Business Transformation — More Than Just Technology ...................................9

1.5 The Real-Time Enterprise at the Customer Front Line ...............................................11

1.6 Creating Great Customer Experiences ........................................................................12

1.7 Strategies, Programs and Tools for Building Customer Loyalty .................................13

1.8 Customer Service and Support Strategies: Exploiting the Opportunities ..................14

1.9 Managing Personalization Within the Enterprise CRM Strategy ................................16

1.10 Optimizing Customer Relationships Through Every Interaction.................................17

1.11 CRM Data Strategies: The Critical Role of Quality Customer Information .................18

1.12 CRM Analytics: New Insights to Deliver Better Customer Relationships ...................20

1.13 Application Architectures for CRM: Key Trends and Vendor Initiatives .....................22

1.14 Large Enterprise CRM Suites: Technology Outlook and Key Vendors .......................23

1.15 Getting Value From CRM Sales Applications ..............................................................25

1.16 Emerging Customer Service Applications and Technologies .....................................27

1.17 CRM Vendor Evaluations in a Volatile Market .............................................................29

1.18 Getting a Great Deal on CRM Applications .................................................................31

1.19 CRM Software Licensing: Negotiating Optimal Pricing and Terms ............................32

1.20 Managing CRM Initiatives: Project Management Best Practices ...............................34

1.21 How to Avoid CRM Project Failure — and Salvage Failed Projects ...........................35

1.22 CRM Service Providers: Assessing Sourcing Options Strategically ..........................36

1.23 Offshore CRM and Contact Center Services — Opportunities and Risks .................38

1.24 CRM and the Consumer Goods Industry ....................................................................41

1.25 CRM Vision and Strategy — Imperatives for Financial Services Firms ......................43

1.26 CRM for Midsize Business: New Imperatives, Key Technologies ..............................44



II

Building Business Benefits From CRM

Gartner Executive Report Series

2.0 The Eight Building Blocks of CRM ......................................................... 47
2.1 Creating the CRM Vision..............................................................................................48
2.1.1 The Goals Underpinning the Vision ............................................................................49

2.2 Developing the CRM Strategy .....................................................................................49

2.3 Designing the Customer Experience ...........................................................................51

2.4 Enabling Organizational Collaboration ........................................................................53

2.5 Redesigning Processes ...............................................................................................54

2.6 Creating a Customer Information Strategy .................................................................55

2.7 Enabling CRM Through Technology ............................................................................55
2.7.1 Dealing With Application Integration ...........................................................................56

2.8 Defining and Monitoring Metrics .................................................................................57

2.9 Summary and Recommendations ...............................................................................59

3.0 Realizing the CRM Vision: From Strategy to Execution ........................ 61
3.1 Separating CRM Strategy From Implementation ........................................................62

3.2 Treating Customers as Assets .....................................................................................62

3.3 Strategic Frameworks and the CRM Continuum ........................................................62

3.4 Guiding Principles for Successful CRM ......................................................................63

3.5 Four Ways to Implement CRM Applications ...............................................................64

3.6 Linking CRM and Enterprise Objectives .....................................................................64

3.7 Avoiding Complex Approaches to Meeting Simple Goals ..........................................64

3.8 Tracking Progress Toward Goals Using Metrics .........................................................65

3.9 Developing the CRM Implementation Plan .................................................................66

3.10 CRM Application Choices ............................................................................................67

3.11 Using Customer and Financial Value to Drive Business Decisions ............................68

3.12 Recommendations .......................................................................................................69

4.0 CRM Business Transformation — More Than Just Technology............. 71
4.1 Transformation Begins With Leadership .....................................................................72
4.1.1 The Leadership Structure for Successful Execution ....................................................72
4.1.2 Linking Technology Investments With Strategic Goals and Benefits ............................73

4.2 Organizational and Process Transformation ...............................................................74
4.2.1 Customer-Centric Processes .....................................................................................75
4.2.2 The Evolution to a Culture of Customer Collaboration .................................................76

4.3 Behavioral Transformation ...........................................................................................77
4.3.1 Motivating Desired Behaviors .....................................................................................77
4.3.2 Process Training and Adoption ..................................................................................78

4.4 Summary and Recommendations ...............................................................................79



III© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

5.0 The Real-Time Enterprise at the Customer Front Line ......................... 81
5.1 RTE and the Enterprise Strategy .................................................................................82
5.1.1 The RTE Cyclone Model ............................................................................................82

5.2 RTE Benefits for Enterprises and Customers .............................................................83

5.3 CRM Benefits of Real-Time Techniques ......................................................................84
5.3.1 The Road to Real-Time, Personalized Customer Interactions .....................................85
5.3.2 Using Real-Time Analytics .........................................................................................86

5.4 RTE Best and Worst Practices ....................................................................................86

5.5 Summary and Recommendations ...............................................................................87

6.0 Creating Great Customer Experiences .................................................. 89
6.1 What Makes the Customer Experience Critical ..........................................................89
6.1.1 Customer Experience Basics .....................................................................................90
6.1.2 How Bad CEM Can Cost You Money .........................................................................90
6.1.3 How the Customer Experience Affects Loyalty ...........................................................91
6.1.4 CEM and the Role of Brands .....................................................................................92

6.2 Using CEM to Foster Positive Customer Experiences ...............................................92
6.2.1 CEM and the Role of Customer Segmentation ...........................................................93
6.2.2 CEM and Culture .......................................................................................................94
6.2.3 CEM and Metrics ......................................................................................................94

6.3 Capturing and Improving the Customer Experience ..................................................95
6.3.1 Capturing and Improving the Customer Experience in Web Sites ...............................95
6.3.2 Capturing and Improving the Customer Experience in Contact Centers ......................96

6.3.2.1 Improving the Customer Experience: A Contact Center Case Study ............96

6.4 Gartner’s CEM Readiness Scale ..................................................................................97

6.5 Recommendations .......................................................................................................97

7.0 Strategies, Programs and Tools for Building Customer Loyalty ........... 99
7.1 Understanding and Managing Customer Loyalty .....................................................100
7.1.1 Short-Term and Long-Term Customer Behavior ....................................................... 100
7.1.2 Trends in Loyalty Programs ......................................................................................101
7.1.3 A Loyalty Program Example: Upromise ....................................................................101

7.2 Substantiating and Measuring Customer Loyalty .....................................................101
7.2.1 Determining the Strength of Customer Relationships................................................ 102
7.2.2 Measuring Customer Satisfaction and Loyalty .......................................................... 103

7.3 The Role of Technology in Loyalty Programs ............................................................ 104
7.3.1 Aligning Resources and Capabilities With the Loyalty Building Blocks .......................105
7.3.2 Loyalty and the Customer Life Cycle ........................................................................ 106

7.4 Recommendations .....................................................................................................107



IV

Building Business Benefits From CRM

Gartner Executive Report Series

8.0 Customer Service and Support Strategies:
Exploiting the Opportunities ................................................................ 109

8.1 Customer Service and the Customer Experience .....................................................110
8.1.1 Using Data to Ensure the Appropriate Customer Service Experience ........................ 110
8.1.2 The Realities of Customer Profitability ...................................................................... 111

8.2 Building a Customer Service Capability ....................................................................112
8.2.1 Mapping Key Customer Events to Customer Service Projects .................................. 113
8.2.2 Feedback and Customer Service .............................................................................113
8.2.3 Using the Field Service Relationship to Build Loyalty and Retain Customers ............. 113
8.2.4 The Evolution From Call Center to Customer Interaction Hub ...................................114

8.3 Customer Service Technologies and Applications ................................................... 115
8.3.1 Evaluating CSS Vendors Using Gartner’s Magic Quadrant ........................................ 115

8.4 Recommendations .....................................................................................................116

9.0 Managing Personalization Within the Enterprise CRM Strategy......... 117
9.1 The Strategic Value of Personalization ...................................................................... 118
9.1.1 An Integrated Strategy Is Critical .............................................................................. 118
9.1.2 Balancing Customer and Enterprise Needs ..............................................................119

9.2 Establishing Personalization Priorities ...................................................................... 119
9.2.1 Maintaining Relevance While Protecting Privacy ....................................................... 120
9.2.2 Case Study: Personalized Program Boosts Business for Harrah’s .............................120

9.3 Personalization Processes and Technologies ...........................................................121
9.3.1 Techniques and Approaches for Personalizing Customer Interactions .......................122
9.3.2 Classification of Personalization Technologies...........................................................123

9.4 Real-Time, Cross-Channel Personalization: An Elusive Goal ...................................125
9.4.1 Requirements and Challenges ................................................................................. 125
9.4.2 Three Steps Toward the Goal .................................................................................. 125

9.5 Recommendations .....................................................................................................126

10.0 Optimizing Customer Relationships Through Every Interaction ........ 127
10.1 Marketing Campaigns and the Role of Optimization ................................................ 128
10.1.1 The Challenge of Constraints ...................................................................................128

10.2 The Role of Events in Optimization ........................................................................... 129

10.3 Optimizing Customer Relationship Through Real-Time Analytics and Dialogues ... 130
10.3.1 Three Levels of Dialogue Management ..................................................................... 131
10.3.2 Scenario Managers ................................................................................................. 131
10.3.3 Lifetime Dialogues With Customers..........................................................................132

10.4 Customer Relationship Optimization Products and Vendors ...................................132

10.5 Three Optimization Case Studies .............................................................................. 134
10.5.1 Outbound Campaign Case Study: Scotiabank ......................................................... 135
10.5.2 Event-Driven Interaction Case Study: Union Bank of Norway ...................................135
10.5.3 Real-Time Interaction Case Study: Bell Mobility ........................................................135

10.6 Summary and Recommendations .............................................................................136



V© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

11.0 CRM Data Strategies:
The Critical Role of Quality Customer Information............................. 137

11.1 Achieving the Goal of High-Quality Customer Data ..................................................138
11.1.1 Data Ownership and Architecture Development ....................................................... 139

11.2 Multichannel Data Consistency and Control ............................................................. 140

11.3 Data Analysis and Customer Insight ......................................................................... 141
11.3.1 Customer Data Capture and Categorization ............................................................. 142
11.3.2 The Cost Impact of Data Quality .............................................................................. 143
11.3.3 Data Quality and Analytics Technology ..................................................................... 144

11.4 Applying Insights to Interactions ............................................................................... 146

11.5 Recommendations .....................................................................................................146

12.0 CRM Analytics:
New Insights to Deliver Better Customer Relationships .................... 149

12.1 Defining Enterprise Analytical Requirements ............................................................ 150

12.2 Analytics, Metrics and Customer Value ..................................................................... 150
12.2.1 Managing by Metrics ...............................................................................................151
12.2.2 Calculating Customer Value ..................................................................................... 152

12.3 Applying Analytic Techniques to Gain Customer Insight .......................................... 153
12.3.1 Data Mining ............................................................................................................. 153
12.3.2 Scoring and Predictive Modeling .............................................................................. 154
12.3.3 Text Mining ..............................................................................................................156

12.4 Evaluating CRM Analytics Applications ....................................................................156

12.5 Summary and Recommendations .............................................................................157

13.0 Application Architectures for CRM:
Key Trends and Vendor Initiatives ....................................................... 159

13.1 Factors That Will Affect Packaged Application Architecture .................................... 159
13.1.1 The Technology Power Grid ..................................................................................... 160
13.1.2 The Enterprise Nervous System and Business Process Management .......................160
13.1.3 The Market Transition From Applications to Business Processes .............................. 162
13.1.4 New Projects, New Architectures .............................................................................162
13.1.5 Balancing Ease-of-Use and Functionality .................................................................163
13.1.6 Options for Managing Integration Metadata ............................................................. 164

13.2 Six Categories for Evaluating CRM Architectures .................................................... 164

13.3 CRM Vendor Application Architectures ..................................................................... 165
13.3.1 Examining E.piphany’s Application Architecture ........................................................165
13.3.2 Examining Microsoft CRM’s Architecture .................................................................. 166
13.3.3 Examining Onyx Software’s Application Architecture ................................................ 167
13.3.4 Examining Oracle’s Application Architecture ............................................................. 168
13.3.5 Examining PeopleSoft’s Application Architecture ...................................................... 169

13.3.5.1 PeopleSoft’s AppConnect ........................................................................ 170
13.3.6 Examining SAP’s Application Architecture ................................................................ 170

13.3.6.1 SAP’s NetWeaver ..................................................................................... 171
13.3.7 Examining Siebel’s Application Architecture ..............................................................172

13.3.7.1 Siebel’s Universal Application Network ...................................................... 172

13.4 Recommendations .....................................................................................................173



VI

Building Business Benefits From CRM

Gartner Executive Report Series

14.0 Large Enterprise CRM Suites:
Technology Outlook and Key Vendors ................................................. 175

14.1 The Market for CRM Application Suites ....................................................................176
14.1.1 Market Factors ........................................................................................................176
14.1.2 Market Directions .................................................................................................... 177

14.2 Ways to Evaluate CRM Suite Vendors .......................................................................177
14.2.1 The Role of Architecture and Planning ..................................................................... 178
14.2.2 Evaluation Criteria and Key Stakeholders .................................................................178
14.2.3 Rating Vendor Functionality ..................................................................................... 179

14.3 Analyzing the Major CRM Suite Vendors .................................................................. 180
14.3.1 Leadership Criteria for CRM Suite Magic Quadrant ..................................................180
14.3.2 The CRM Suite Magic Quadrants ............................................................................ 181
14.3.3 Vendor Overview: E.piphany .................................................................................... 181
14.3.4 Vendor Overview: Oracle .........................................................................................183
14.3.5 Vendor Overview: PeopleSoft ...................................................................................183
14.3.6 Vendor Overview: SAP............................................................................................. 183
14.3.7 Vendor Overview: Siebel .......................................................................................... 184

14.4 Summary of the Major CRM Suite Vendors............................................................... 184

15.0 Getting Value From CRM Sales Applications ...................................... 185
15.1 Examining the Different Types of CRM Sales Applications ......................................186
15.1.1 Incentive Compensation Management ..................................................................... 187
15.1.2 Sales Configuration Systems ...................................................................................187
15.1.3 Niche Sales Applications .........................................................................................188

15.2 Analyzing the CRM Sales Suite Vendors ................................................................... 189
15.2.1 Siebel Systems ........................................................................................................189
15.2.2 Oracle ..................................................................................................................... 190
15.2.3 SAP ........................................................................................................................ 190
15.2.4 PeopleSoft ..............................................................................................................190
15.2.5 The CRM Sales Suites Magic Quadrant ................................................................... 191
15.2.6 CRM Sales Suite Vendor Alternatives .......................................................................191

15.3 Learning From Sales Organizations Using Sales Technologies ............................... 193
15.3.1 Case Study: Proposal Generation at a Furniture Manufacturer .................................. 194
15.3.2 Case Study: Using a Configurator to Reduce Response Time and Costs .................194
15.3.3 Case Study: Using a CRM Sales Suite to Integrate Sales Channels ..........................194

15.4 Recommendations .....................................................................................................195

16.0 Emerging Customer Service Applications and Technologies ............. 197
16.1 Customer Service Architecture Trends and Key Technologies ................................. 198
16.1.1 Using Analytics to Improve Customer Service .......................................................... 200

16.1.1.1 Analytics Case Study: A Global Cellular Network Provider ......................... 200
16.1.2 Customer Feedback Systems .................................................................................. 200

16.1.2.1 Customer Feedback Case Study: Ariba .................................................... 201
16.1.3 Workforce Optimization ........................................................................................... 201

16.1.3.1 Workforce Optimization Case Study: JetBlue Airways ............................... 202
16.1.4 Device Relationship Management ............................................................................ 202

16.1.4.1 DRM Case Study: Beckman Coulter .......................................................... 203

16.2 Evaluating Emerging Customer Service Technologies ............................................. 203



VII© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

16.2.1 Prioritizing and Planning Channel Deployments ........................................................204
16.2.1.1 Channel Deployment Case Study: Extreme Networks ............................... 206

16.2.2 Technology and Vendor Evaluation Considerations ................................................... 207

16.3 Recommendations .....................................................................................................208

17.0 CRM Vendor Evaluations in a Volatile Market ..................................... 209
17.1 Economic Uncertainty and the Impact for Buyers .................................................... 210

17.2 The Keys to a Successful Assessment Process ....................................................... 210

17.3 Setting Up the Process and Examining Criteria in Detail .........................................214
17.3.1 Functional Criteria .................................................................................................... 215
17.3.2 Technical Architecture Evaluation Criteria .................................................................215
17.3.3 Cost Criteria ............................................................................................................ 216
17.3.4 Service Evaluation Criteria ........................................................................................ 216
17.3.5 Vendor Viability Criteria ............................................................................................217
17.3.6 Vendor Vision Criteria .............................................................................................. 217

17.4 The Benefits of a Systematic Approach ....................................................................218

17.5 Summary and Recommendations .............................................................................218

18.0 Getting a Great Deal on CRM Applications ......................................... 219
18.1 Contracts Required for a Major CRM Application Purchase .................................... 220

18.2 Processes for a Best-In-Class Deal ........................................................................... 221
18.2.1 Developing the RFP ................................................................................................. 221
18.2.2 The Importance of References ................................................................................. 222

18.3 Identifying and Managing Risks ................................................................................222
18.3.1 Managing ESP Costs and Risks .............................................................................. 222
18.3.2 Database and Hardware Considerations .................................................................. 223
18.3.3 License Model Risks ................................................................................................ 224
18.3.4 Maintenance, Support and Entitlements .................................................................. 224
18.3.5 Avoiding Revenue Mining .........................................................................................225
18.3.6 Risks Posed by “All-You-Can-Eat” Deals .................................................................. 226

18.4 The Importance of Long-Term Monitoring ................................................................ 227

18.5 Recommendations .....................................................................................................227

19.0 CRM Software Licensing: Negotiating Optimal Pricing and Terms .... 229
19.1 Negotiating the Agreement: The Right People and the Right Process ....................230
19.1.1 Staffing the Negotiation Team .................................................................................. 230
19.1.2 Monitoring the Process ............................................................................................231
19.1.3 Negotiating on Pricing and Terms ............................................................................ 232

19.2 CRM Software License Models: Advantages and Disadvantages ........................... 232

19.3 Potential Problem Areas and How to Avoid Them .................................................... 234
19.3.1 Avoiding Platform Change Fees ............................................................................... 234
19.3.2 Avoiding Unintended Cancellation and Reinstatement Costs .................................... 235
19.3.3 Ensuring Audit Compliance ......................................................................................235
19.3.4 Reducing Costs for Unused Software ...................................................................... 235
19.3.5 Obtaining Legal Review of Indemnification Clauses ..................................................236
19.3.6 Reviewing the Order Form ....................................................................................... 236
19.3.7 Watch Out for What May Be Missing .......................................................................238

19.4 Recommendations .....................................................................................................238



VIII

Building Business Benefits From CRM

Gartner Executive Report Series

20.0 Managing CRM Initiatives: Project Management Best Practices ....... 239
20.1 Managing CRM Initiatives: The Ingredients of Success ........................................... 240
20.1.1 Managing CRM Strategic Programs and Tactical Projects ........................................ 240
20.1.2 Programs and Projects — Phased Methodologies ................................................... 241
20.1.3 Financial and Management Tools .............................................................................245

20.2 Resource Management and Life Cycle Planning ...................................................... 245
20.2.1 Project Staffing and Resource Considerations .......................................................... 246
20.2.2 Teaming With Vendors and ESPs .............................................................................247
20.2.3 Understanding Implementation Costs ...................................................................... 248
20.2.4 Planning for the Long Term ......................................................................................249

20.3 Recommendations .....................................................................................................250

21.0 How to Avoid CRM Project Failure — and Salvage Failed Projects .... 251
21.1 Avoiding CRM Project Failure .................................................................................... 252
21.1.1 Seven Key Reasons Why CRM Fails ........................................................................ 252

21.1.1.1 Data Is Ignored .........................................................................................252
21.1.1.2 Politics Rule ............................................................................................. 252
21.1.1.3 The IS Organization and Business Users Can’t Work Together .................. 252
21.1.1.4 There Is No Plan ....................................................................................... 253
21.1.1.5 CRM Is Implemented for the Enterprise, Not the Customer .......................253
21.1.1.6 A Flawed Process Is Automated ............................................................... 253
21.1.1.7 No Attention Is Paid to Skill Sets ............................................................... 253

21.1.2 What Software Cannot Solve ...................................................................................253

21.2 Eight Steps for Salvaging a Failed CRM Initiative .....................................................254
21.2.1 Investigate What Went Wrong, but Resist Finger-Pointing ........................................ 254
21.2.2 Set Up Customer Flows .......................................................................................... 254
21.2.3 Find a Real “Pain Point” ........................................................................................... 254
21.2.4 Reset Expectations ................................................................................................. 256
21.2.5 Simplify the Project ..................................................................................................256
21.2.6 Gather What Metrics You Can ................................................................................. 256
21.2.7 Check Your Data .....................................................................................................256
21.2.8 Follow the Rules This Time ......................................................................................256

21.3 Summary and Recommendations .............................................................................257

22.0 CRM Service Providers:
Assessing Sourcing Options Strategically .......................................... 259

22.1 Trends Driving the Use of External Services for CRM Initiatives .............................. 260
22.1.1 Trends in CRM Service Spending .............................................................................261

22.2 Evaluating the Enterprise’s CRM Services Requirements ........................................ 262
22.2.1 The Roles ESPs Can Play ........................................................................................ 263
22.2.2 The Functional Areas in Which ESPs Can Help ........................................................264

22.3 Evaluating ESPs for CRM .......................................................................................... 265
22.3.1 Managing the Evaluation Process ............................................................................ 265
22.3.2 Examining and Weighting Selection Criteria ..............................................................266
22.3.3 Managing Multiple Providers .................................................................................... 267
22.3.4 Contract Considerations .......................................................................................... 268
22.3.5 The CRM Services Market ....................................................................................... 269

22.4 Recommendations .....................................................................................................270



IX© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

23.0 Offshore CRM and Contact Center Services —
Opportunities and Risks ....................................................................... 271

23.1 The Supply Landscape for Offshore Outsourcing Services ......................................272
23.1.1 Contact Centers: The Offshore Opportunity ............................................................. 273
23.1.2 Cross-Border Services ............................................................................................. 274
23.1.3 The Evolution of the Offshore Market .......................................................................274
23.1.4 Services Sourced From Offshore Providers ..............................................................275

23.2 Using Offshore Resources for CRM Projects ............................................................ 276
23.2.1 The Essential Contact Center Technology Infrastructure ........................................... 277
23.2.2 Offshore Management Services ............................................................................... 278
23.2.3 Why Consider Global Sourcing for CRM Services? ................................................... 279
23.2.4 The Offshore Supply Landscape .............................................................................. 280
23.2.5 Process and Technology Integration ........................................................................ 281

23.3 The Business Case for Offshore Contact Centers .................................................... 281
23.3.1 The Coming Pressure on Profit Margins ................................................................... 282
23.3.2 The Potential for Increased Competition ................................................................... 283
23.3.3 Offshore Contact Center Growth Prospects ............................................................. 283
23.3.4 Enhancing the Success of Offshore Initiatives...........................................................283
23.3.5 What’s Outsourced, and What’s Not ........................................................................ 284
23.3.6 Finding the Right Fit ................................................................................................. 284

23.4 The Risks of Offshore Services .................................................................................. 285
23.4.1 Mitigating the Risks ................................................................................................. 285

23.5 Summary and Recommendations .............................................................................287

24.0 CRM and the Consumer Goods Industry .............................................. 289
24.1 CRM Opportunities in the Consumer Goods Industry .............................................. 289
24.1.1 The Role of Process Automation .............................................................................. 290
24.1.2 The Role of Sales Applications ................................................................................. 291
24.1.3 The Role of Multichannel Customer Service ............................................................. 292

24.2 CRM Strategic Considerations .................................................................................. 292
24.2.1 Planning for the Evolution of CRM Technology ......................................................... 294

24.3 Key Practices for CRM Success ................................................................................295
24.3.1 Building Customer Loyalty ....................................................................................... 295
24.3.2 Exploiting Analytics ..................................................................................................296
24.3.3 Using Tools to Provide Effective Sales Incentives ...................................................... 297

24.4 Best-Practice Case Studies in Consumer Goods CRM ............................................297
24.4.1 Case Study No. 1: PepsiAmericas ........................................................................... 297
24.4.2 Case Study No. 2: Dorothy Lane Supermarkets ....................................................... 298

24.5 Recommendations .....................................................................................................298



X

Building Business Benefits From CRM

Gartner Executive Report Series

25.0 CRM Vision and Strategy —
Imperatives for Financial Services Firms............................................ 299

25.1 Developing the CRM Vision and Strategy .................................................................299
25.1.1 Measuring CRM Benefits .........................................................................................300
25.1.2 Vision Comes From Deep Introspection ................................................................... 300
25.1.3 Balancing Best Practices With Internal Focus .......................................................... 301

25.2 Organizational Issues of CRM ...................................................................................301
25.2.1 Managing the Customer Experience ........................................................................ 301
25.2.2 Extending CRM to Include Partners ......................................................................... 302
25.2.3 Managing Cultural Change ......................................................................................303

25.3 Marketing and Sales Channel Imperatives ................................................................ 304
25.3.1 Retaining Customers in a Commoditized Industry .................................................... 304
25.3.2 Sales Process Improvements to Drive Revenue ........................................................304

25.4 Growth of Solution Choices for FSPs ........................................................................ 305
25.4.1 CRM Starts and Ends With Data Analysis ................................................................ 305

25.5 Evolution of CRM Practices in Financial Services .................................................... 307
25.5.1 CRM Differences by Sector ......................................................................................307

25.6 Conclusions................................................................................................................ 308

26.0 CRM for Midsize Business: New Imperatives, Key Technologies ....... 309
26.1 What’s Driving the Need for CRM in Midsize Business ............................................310
26.1.1 Preparing for CRM Success..................................................................................... 310
26.1.2 New Technology Trends ........................................................................................... 311

26.2 Key Considerations for CRM Implementations ......................................................... 312
26.2.1 Using the Gartner Magic Quadrant for CRM Suites ..................................................313
26.2.2 Packaged CRM Applications ...................................................................................314

26.2.2.1 Onyx Software and Pivotal .......................................................................315
26.2.2.2 SalesLogix (the CRM Division of Best Software) ........................................ 316
26.2.2.3 Microsoft ..................................................................................................316

26.2.3 Online CRM Applications .........................................................................................317
26.2.3.1 Salesforce.com ........................................................................................ 318

26.2.4 Considering Total Cost of Ownership .......................................................................318
26.2.5 Using ESPs for Midsize Business CRM Projects ....................................................... 319

26.3 Case Studies in Midsize-Business CRM Project Success ....................................... 320
26.3.1 Packaged CRM Application Success — the Seattle Mariners ...................................320
26.3.2 Online CRM Application Success: Digital River ......................................................... 321

26.4 Recommendations .....................................................................................................321

Appendix A: Case Studies in CRM Excellence .................................... 323
A.1 CRM Focus Boosts Sales and Market Share for Grupo Financiero Bital .................324

A.2 Fleet Drives Corporate Client Value Through CRM Programs .................................. 327

A.3 PepsiAmericas Uncaps a Key to Customer Satisfaction .......................................... 331

A.4 CRM Excellence Drives Benefits for BCAA ............................................................... 334

A.5 City of Des Moines Brings CRM to the Public Sector ...............................................337

A.6 UPMC Health Plan Extends CRM Through Brokers ................................................. 341

Appendix B: Glossary ........................................................................... 345



XI© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

Figures
Figure 1-1: The Gartner Magic Quadrant ...........................................................................................4

Figure 1-2: The Gartner Hype Cycle ..................................................................................................5

Figure 2-1: How CRM Strategy Enhances Marketing Strategy ..........................................................50

Figure 2-2: The Customer Asset Matrix ...........................................................................................51

Figure 2-3: Research, Feedback and the Evolving Customer Experience..........................................52

Figure 2-4: CRM Application Sourcing Options ................................................................................56

Figure 2-5: A Hierarchy of CRM Performance Metrics ......................................................................58

Figure 3-1: The CRM Capabilities Matrix ..........................................................................................63

Figure 3-2: Four Forms of CRM Application Implementation .............................................................65

Figure 3-3: Reading an Enterprise’s ‘CRM DNA’ ..............................................................................66

Figure 3-4: Four Levels of CRM Metrics ...........................................................................................67

Figure 3-5: Implementation Framework and Sample Technologies ...................................................68

Figure 3-6: Balancing Enterprise and Customer Benefits ..................................................................69

Figure 4-1: Structure for CRM Execution .........................................................................................73

Figure 4-2: Aligning CRM Application Focus With Goals and Strategies ...........................................74

Figure 4-3: Enterprise Evolution in Metrics, Behaviors and Processes...............................................76

Figure 4-4: Change Management — Aligning Individual and Enterprise Behaviors ............................77

Figure 4-5: Technology Preparation Begins With Process Adoption ..................................................79

Figure 5-1: The RTE Cyclone Model ................................................................................................83

Figure 5-2: How Cycle Time Reductions Benefit the Eight Building Blocks of CRM ...........................84

Figure 5-3: Recognizing and Reacting to the Customer ...................................................................85

Figure 5-4: Real-Time Personalization Across Customer Channels ...................................................86

Figure 6-1: The Economics of a Poor Customer Experience .............................................................91

Figure 6-2: Moments of Truth — an Airline Example .........................................................................93

Figure 6-3: Customer Experience Planning and Metrics ...................................................................94

Figure 7-1: Evaluating the Strength of Customer Relationships ...................................................... 102

Figure 7-2: Relationship Investment Guide ..................................................................................... 103

Figure 7-3: The Loyalty Hierarchy of Needs .................................................................................... 104

Figure 7-4: Loyalty Management Building Blocks and CRM Functionality ....................................... 105

Figure 7-5: Aligning Loyalty Management With Enterprise Capabilities ............................................106

Figure 7-6: Aligning Offerings to the Customer Life Cycle ............................................................... 107

Figure 8-1: The Multichannel Buying Experience — Customer and Enterprise Perspectives ............ 110

Figure 8-2: Customer Service Capability Inventory ......................................................................... 112

Figure 8-3: Three Core Functional Roles of Call Centers .................................................................114

Figure 8-4: CSS Suite Magic Quadrant .......................................................................................... 116

Figure 9-1: The Personalization Process and Supporting Technologies ........................................... 121

Figure 9-2: Approaches to Web Personalization .............................................................................123

Figure 9-3: Evolution of Personalization Technologies ..................................................................... 124



XII

Building Business Benefits From CRM

Gartner Executive Report Series

Figure 10-1: Three Opportunities for Influence ............................................................................... 128

Figure 10-2: Four Approaches to Event Detection ..........................................................................129

Figure 10-3: Customer Interaction Scenarios ................................................................................. 132

Figure 10-4: Vendor Customer Relationship Optimization Capabilities ............................................133

Figure 10-5: North American Customer Relationship Optimization Magic Quadrant ........................ 134

Figure 11-1: The Quality and Consistency Challenge in a Heterogeneous Data World ..................... 139

Figure 11-2: The Data Volume Challenge ....................................................................................... 142

Figure 11-3: Three Types of Customer Information ......................................................................... 143

Figure 11-4: Categories of CRM Analytics ......................................................................................145

Figure 12-1: The Hierarchy of CRM Analysis .................................................................................. 151

Figure 12-2: Planning Metrics by Process and Function .................................................................152

Figure 12-3: Calculating Customer Value ....................................................................................... 153

Figure 12-4: The Modeling Complexity Spectrum ..........................................................................155

Figure 12-5: Four Scoring Approaches to Predictive Modeling ....................................................... 155

Figure 12-6: Three Technology Approaches to CRM Analytics ........................................................157

Figure 12-7: Sample Vendor Options for CRM Analytics .................................................................158

Figure 13-1: The New Enterprise Architecture ................................................................................160

Figure 13-2: The Enterprise Nervous System ................................................................................. 161

Figure 13-3: Business Application Market Evolution .......................................................................162

Figure 13-4: Enterprise Projects Adopt New Architectures ............................................................. 163

Figure 13-5: E.piphany Application Architecture .............................................................................166

Figure 13-6: Microsoft CRM Application Architecture ..................................................................... 167

Figure 13-7: Onyx Application Architecture .................................................................................... 168

Figure 13-8: Oracle Application Architecture .................................................................................. 169

Figure 13-9: PeopleSoft Application Architecture ........................................................................... 170

Figure 13-10: SAP Application Architecture ...................................................................................171

Figure 13-11: Siebel Application Architecture ................................................................................. 173

Figure 14-1: Estimated CRM Application Spending, 2002 ..............................................................177

Figure 14-2: Vendor Functionality Ratings for Large-Enterprise CRM Suites ...................................180

Figure 14-3: CRM Suite Magic Quadrant — Business-to-Business ................................................ 182

Figure 14-4: CRM Suite Magic Quadrant — Business-to-Consumer .............................................. 182

Figure 15-1: CRM Sales Implementations — Suites vs. Best of Breed ............................................186

Figure 15-2: Incentive Compensation Management System Magic Quadrant ................................. 187

Figure 15-3: Sales Configuration System Magic Quadrant ..............................................................188

Figure 15-4: CRM Sales Suites Magic Quadrant ............................................................................ 192

Figure 15-5: CRM Sales Suite Vendor Alternatives ......................................................................... 192

Figure 16-1: Customer Service Applications Within the Enterprise Technology Architecture ............ 198

Figure 16-2: The Emergence of a Customer Interaction Hub .......................................................... 199

Figure 16-3: The Customer Service and Support Hype Cycle ......................................................... 204

Figure 16-4: Prioritizing Customer Service Channel Deployment .....................................................205

Figure 16-5: Decision Framework for Channel Deployment ............................................................ 206

Figure 16-6: Customer Service Technology Vendor Galaxy ............................................................. 207



XIII© 2003 Gartner, Inc. and/or its affiliates.  All rights reserved.

Figure 17-1: Enterprise Application Software Market Trends and Forecast ......................................211

Figure 17-2: Phases in the Evaluation and Selection Process ......................................................... 212

Figure 17-3: A Hierarchical Framework for CRM Application Evaluation .......................................... 213

Figure 17-4: CRM Application Selection Criteria and Baseline Weightings ......................................213

Figure 17-5: Evaluation Framework Detail — Marketing Automation Example................................. 214

Figure 17-6: CRM Application Core Functionality ........................................................................... 216

Figure 18-1: When the Cap Expires — a Maintenance Cost Example ............................................. 225

Figure 18-2: Monitoring Software Costs .........................................................................................227

Figure 19-1: Functions Represented on the Enterprise Negotiation Team ....................................... 231

Figure 19-2: CRM Software Licensing Models — Survey Results ................................................... 233

Figure 19-3: Order Form Problem Areas ........................................................................................ 237

Figure 20-1: CRM Program Management Structure .......................................................................241

Figure 20-2: Projects and Programs — Key Differences .................................................................242

Figure 20-3: CRM Programs Spawn CRM Projects ........................................................................ 243

Figure 20-4: Tactical CRM Project Phases ..................................................................................... 244

Figure 20-5: Key Roles on the CRM Program Team .......................................................................246

Figure 20-6: Project Team Structures ............................................................................................. 247

Figure 20-7: Partnering With Vendors and ESPs ............................................................................ 248

Figure 20-8: Bolstering the Adoption of New Behaviors and Processes .......................................... 249

Figure 21-1: CRM Project Failure — Causes, Cures and the Software Perspective ......................... 255

Figure 22-1: CRM Service Spending Forecast ............................................................................... 261

Figure 22-2: Segmenting the CRM Service Providers ..................................................................... 262

Figure 22-3: Top Services Sourced From CRM ESPs ..................................................................... 263

Figure 22-4: CRM Technology Implementation Areas ..................................................................... 264

Figure 22-5: Sample Vendor Evaluation Framework .......................................................................266

Figure 22-6: Top Criteria Used to Evaluate ESPs ............................................................................ 267

Figure 22-7: Contract Types — Measuring Risk and Value ............................................................. 268

Figure 22-8: 2003 CRM Service Provider Magic Quadrant — Americas .......................................... 269

Figure 23-1: The Landscape for CRM Outsourcing Services .......................................................... 272

Figure 23-2: The Offshore Opportunity for Contact Centers ...........................................................273

Figure 23-3: Evolutionary Stages in Global Sourcing Relationships ................................................. 275

Figure 23-4: Services Sourced From Offshore Providers .................................................................276

Figure 23-5: A Road Map for Addressing CRM Project Tasks ......................................................... 277

Figure 23-6: Essential Technology Infrastructure for Offshore Contact Centers ............................... 278

Figure 23-7: The Offshore Vendor Supply Environment .................................................................. 280

Figure 23-8: Risk Management Landscape ...................................................................................286

Figure 24-1: CRM Sales Evolution and Opportunities ..................................................................... 291

Figure 24-2: CRM Customer Service Evolution and Opportunities ..................................................292

Figure 24-3: Consumer Goods CRM — What’s On the Horizon .....................................................293

Figure 24-4: Manufacturer, Retailer and Consumer Interests .......................................................... 294

Figure 24-5: Multichannel B2B Interactions — Conflicting Perspectives .......................................... 296

Figure 25-1: Leadership and Teamwork Support the Vision ...........................................................302



XIV

Building Business Benefits From CRM

Gartner Executive Report Series

Figure 25-2: Extending the CRM Vision to Partner Relationships .................................................... 303

Figure 25-3: The CRM Analytic Cycle ............................................................................................306

Figure 25-4: The Evolution of CRM in the Financial Services Industry ............................................. 307

Figure 26-1: CRM Readiness Matrix .............................................................................................. 311

Figure 26-2: Emerging Technology Trends and Drivers ................................................................... 312

Figure 26-3: Relative Weightings of Application Selection Criteria ................................................... 313

Figure 26-4: CRM Suites for Midsize Businesses in North America — Magic Quadrant .................. 314


