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was on vacation when the news came

out and for the life of me | could not

understand why Microsoft decided to

announce version 3.0 of its CRM prod-
uct a few days before July 4™ -- the biggest
public holiday of the year -- when practically
no one was looking. They weren't alone,
Siebel also made an announcement designed
to garner minimal exposure too.

When 1 finally got to read the Microsoft
press release | understood -- they were pre-
announcing by six months. The product was
scheduled for release at the end of the year.
Six months is a long time in our trade and it
made me think of the database wars of the
1980's when vendors would routinely pre-
announce new products in the hope of freez-
ing purchase decisions. That wouldn't be a
bad strategy for the software giant since
other vendors currently have better com-
petitive positions than Redmond -- the tacit
acknowledgement was made by Microsoft's
early announcement and a focus on its up-
coming marketing module. But there are
plenty of buyers who might prefer to put all
their application eggs in one basket and for
them, waiting, even six months, would be
prudent.

Then there was Siebel's announcement
around the same time. According to the
press release, at a London conference, Sie-
bel and IBM announced, "Siebel Systems is
now offering the Siebel 7.8 Web Ul Dynamic
Developer Kit (DDK), a SOA solution that
leverages IBM WebSphere Application Server
and IBM WebSphere Portal to allow organi-
zations to provide access to Siebel function-
ality through portals and custom Web appli-
cations."

Other vendors have been announcing similar
products and strategies to enable customers
to deploy semi-custom applications quickly
and cost effectively. Siebel Ul DDK sounds

roughly similar to NetSuite's NetFlex or
Salesforce.com's MultiForce, CustomForce,
Sforce combination, but the marketing ap-
proach could not be more different. But
while Siebel served up enough abbreviations
and initials to sink the proverbial battleship,
Salesforce held a party. Go figure.

‘Misunderestimating' CRM's role

CRM has been stuck on a treadmill for some
time and the announcements | have recently
seen indicate that we aren't ready to move
ahead any time soon. There is still too much
emphasis (in my humble opinion) on lower-
ing the cost of deployment and too much
focus on using the software to support ven-
dor centric transactions rather than truly
managing the customer relationship. You
might ask why this is important. After all,
today's CRM suite covers the major areas of
sales, marketing and service pretty well.
What else is left?"

Well, there is quite a lot left to cover be-
cause today's CRM suite seems designed to
fight the last war. Specifically, we're still
designing CRM to support the high rate of
transactions we saw in the last boom, but
that may be an unrealistic assumption. CRM
designed for those boom times was predi-
cated on two assumptions that no longer
hold:

e The number of potential customers
any vendor could anticipate is not a
limiting factor;

e The heart of the relationship is the
transaction itself.

As Peppers and Rogers note in their new
book Return on Customer: Creating Maxi-
mum Value from Your Scarcest Resource,
"Once an economy matures, customers are
no longer so hungry to buy, but businesses
are even hungrier to sell." Once everyone



has a car or a cell phone or an iPod, growth
becomes harder to come by and systems
designed to accelerate transactions are
about as useful as fins and gills in the Mo-
jave -- yet we keep making their software
equivalents.

What to do? Well for starters, it might be
good to acknowledge that deployment is not
the massive challenge it was a few years
ago. Yes, it still costs something to deploy a
CRM system and train your users, but we
have reached the point where we've rea-
sonably wrung the last bit of excess cost out
of the equation. Software, after all, is not a
U.S. Treasury security that you can calculate
a yield for; to get your money's worth (e.g.
ROI) you have to actually use it to accom-
plish something. That's where ROI and
transaction processing collide with today's
reality.

Re-Orienting CRM

A massive change in CRM's orientation has
already begun and there are several moving
parts. Because transactions are harder to
come by, so is ROI, and one might be
tempted to incorrectly conclude that there is
no reason to use CRM. Instead we might
examine our approach to calculating return
and rather than ROI we need to increasingly
look to return on customer (ROC) as Peppers
and Rogers suggest. To achieve ROC we
need to focus on generating greater cus-
tomer loyalty to hang onto our customers
longer and garner the multiple transactions
that drive ROC.

At the end of the day, customer loyalty is
driven not by transactions but by processes
-- customer oriented processes; processes
that might not result in a cash-denominated
transaction every time but which neverthe-
less cement the relationship between a ven-
dor and customer. The new ground for com-
petition in CRM is the customer-oriented
business process (not customer centricity for
the heck of it). So far, the best that most
vendors can do is to provide tool kits for end
users to bake their own processes into stan-
dardized systems -- a sure sign of an early
market.

Getting beyond the early phase of letting
customers do it themselves will require
many vendors to upgrade their data models
since you can't really put on a screen what
isn't in the data model. In my mind, the
concept of customer driven processes will
take off in concert with the idea of customer
loyalty and it ought to call into question the
whole ROI discussion. Any vendor with a
better data model will have an advantage,
and | think we could see the whole competi-
tive landscape change.

Meanwhile vendors are still pre-announcing
the latest transaction oriented systems and
customization tool kits. There's plenty of
opportunity for someone to be first in loyalty
and return on customer. When that hap-
pens, | think we could see new leadership
emerge.
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