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Microsoft Brings CRM to Small Businesses

Joseph D. Outlaw, Michael Maoz

Small businesses looking for basic sales and service automation in a Microsoft
environment will benefit in 2003 from Microsoft's upcoming customer relationship
management (CRM) product.

© 2002 Gartner, Inc. and/or its Affiliates. All Rights Reserved. Reproduction and distribution of this publication in any form
without prior written permission is forbidden. The conclusions, projections and recommendations represent Gartner's initial
analysis. As a result, our positions are subject to refinements or major changes as Gartner analysts gather more
information and perform further analysis. Gartner disclaims all warranties as to the accuracy, completeness or adequacy of
such information. Although Gartner's research may discuss legal issues related to the information technology business,
Gartner does not provide legal advice or services and its research should not be construed or used as such. Gartner shall
have no liability for errors, omissions or inadequacies in the information contained herein or for interpretations thereof. The
opinions expressed herein are subject to change without notice.



NEWS ANALYSIS

Event

On 25 February 2002, Microsoft announced sales and customer service software targeted to
small and midsize businesses (SMBs) and built on the .NET platform. Microsoft expects to
release the software in North America in 4Q02 as a stand-alone product, bundled with Microsoft
Great Plains Software suites or as a hosted Internet service.

Analysis

Microsoft’s entrance into CRM software will benefit small businesses (up to 100 users, primarily
synchronizing desktop data over high-speed lines) since most are Microsoft-centric shops that put
a premium on reliability and stability in their technology choices. The products will be sold and
supported by Microsoft's Great Plains reseller channel and will also be available as a hosted
service although most SMBs will likely prefer on-premises software tools to support their
customer-focused activities.

The initial CRM suite will be a no-frills application built for the Microsoft user, with the advantages
and challenges that implies. The advantages:

e Out-of-the-box, Tier 1 sales force automation, customer service and marketing tools
e Low cost compared to competitive offerings

o Software that's easy to use, set up and manage

¢ Fullintegration with Microsoft Office and Exchange

The challenge will lie with SMBs that need more than basic capabilities (e.g., building workflow
processes or aligning sales teams by territory, product or campaign). And enterprises that have
integration needs outside of the Microsoft environment, have complex sales and service models,
or require advanced CRM functions such as configuration, content management, personalization
and relationship optimization won't find those capabilities in Microsoft CRM. As Microsoft gains
comfort with the effort involved in selling customizable applications through 2004, it will make at
least one aggressive acquisition to serve the midsize enterprise market (0.7 probability).

For small businesses that have at least basic IT expertise in-house, Microsoft CRM will offer
technology that enables simple sales and basic customer service activities. SMBs with less than
100 employees should consider other products until 2003 in North America and in 1Q04 in the
rest of the world. The first release of CRM will not enable tight call-center integration or permit
significant application customization. Microsoft will likely not be the natural first choice of larger or
more complex enterprises.

Analytical Sources: Joe Outlaw and Michael Maoz, Customer Service and Support Strategies
Need to Know: Reference Material and Recommended Reading

o "Attention SMBs: Are Your Customers Happy?" (AV-14-2296). SMBs that don't become
customer-focused will find themselves increasingly at a competitive disadvantage. By
Joe Outlaw and Jim Browning

e “The Complete SMB Guide to CRM Vendors” (COM-14-2171). SMBs should select
CRM products and vendors that put the least pressure on their internal resources and
budgets. By Joe Outlaw and Wendy Close
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