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Best Practices: Customer Relationship
Management
No one company has written the book on CRM.
And rightly so, says this author, whose
examination of how companies practice this
much-talked about discipline led him to develop
comprehensive guidelines for enhancing a
company's returns from CRM.

will conjure up many things to different people and
lead to confusion. These companies see CRM as a
series of strategies and processes that support and
execute a relationship vision for the enterprise. In
their eyes, CRM is a series of strategies and processes
that create new and mutual value for individual
customers, builds preference for their organizations
and improves business results over a lifetime of
association with their customers.

By Ian Gordon
Ian Gordon is President of Convergence
Management Consultants Ltd., (www.converge.ca),
and the author of Competitor Targeting: Winning
the Battle for Market and Customer Share (Wiley,
2002).

With this definition, an organization can focus on
developing the only asset of the enterprise that matters
in the long term, progressively deeper relationships with
valuable customers. By sharing the definition, they can
put the customer first and avoid sending their staff into
cycles of interminable CRM programming.

That few companies are achieving the results they
expected from their investment in Customer
Relationship Management (CRM) is not news. That
most companies continue to invest in CRM without a
roadmap for increasing shareholder value or even for
forging closer customer relationships is also not
surprising, since there are few best practices in CRM
for companies to follow. In fact, based on our own
research and consulting, and a recent examination of
best practices in 35 Canadian and U.S. corporations,
we could not find one company that excels in every
dimension of CRM. However, we did find examples of
one or two specific best practices in individual
companies. This article discusses these selected best
practices, which, we believe, companies should consider
when trying to improve the performance of their CRM
initiatives. It also discuss the changing role of senior
managers that are developing a relationship-oriented
organization

These organizations then create a vision for how CRM
will change their companies. Some develop the vision
according to attributes that are important to both the
customer and the company. These include attributes that
affect customers' perceptions of value, how they can
bond with the organization, product and company
preference and purchase intent.
This vision sometimes changes as the firm gains
experience in CRM and as technology makes new things
possible. For example, at a major Canadian bank, the
vision has evolved. Initially the vision was associated
with the development of customer information systems.
Personnel then identified five components that the firm
built in stages to implement key aspects of the vision.
These components were associated with developing a
complete, real-time, single and accurate view of each
customer. Simple though it sounds, it took several years
to accomplish given the sheer scale of the enterprise.
In this example, the vision was initially conceived in
terms of a strategic capability, that of customer
information. Today, the vision is more focused on the
delivery of differentiated value propositions through

A definition and a vision
There are many definitions for CRM, and bestpractice companies adopt one that is shared across
the organization. Otherwise, the very term "CRM"
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products to customers. This illustrates that once bestpractice companies put a strategic capability in place to
enable CRM, they tend to modify the vision to use the
capability for customer bonding, a learning relationship
and competitive advantage. Strategic capabilities are
even more important than specific strategies in bestpractice CRM companies. We discuss this below.

implementing CRM strategic capabilities as described
in Diagram 1. There are four main CRM strategic
capabilities:

•
•

A CRM plan

•

At the outset especially, best-practice companies
develop their CRM plans in terms of strategic
capabilities rather than strategies per se. This helps to
ensure that the company can adjust to a wide variety of
marketplace and industry changes without affecting the
main thrust of the plan. For example, we recently
reviewed the plan of an organization considering what
to do with CRM in the wake of the events of September
11. Prior to our involvement, it was debating the merits
of various programs while the key strategic capability
it needed - in this case, developing an ability to listen
and respond to customers in a timely manner - was not
identified nor discussed.

The scale and scope of these capabilities are affected
by factors such as the core customers on which the firm
has chosen to concentrate, the leadership and culture of
the organization, the channels the company uses for
stakeholder communications, transactions and logistics
and the firm's
business model,
strategy
and
Diagram 1: Balancing CRM Strategic Capabilities
structure.
Diagram
1:
Balancing
CRM
Leadership and Culture
S t r a t e g i c
Capabilities

People

Core customers

Technology

Knowledge
and Insight

Process

Business Model, Strategy and Structure
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Channels for stakeholder
communications,
transactions & logistics

Increasingly, bestpractice companies
base their CRM
capability plans not
just on technology
but
also
on
developing
and
f o c u s i n g
organizational
capabilities in other
areas such as CRM
processes, people
and knowledge/
insight. Indeed, we
have found that bestpractice companies
do not first adopt a
CRM technology
solution and then
build their CRM
initiatives around it.
Rather, they develop
a more balanced
approach
to
conceiving
and

•

Technology: the technology that supports
CRM.
People: the skills, abilities and attitudes of
the people who manage CRM.
Process: the processes companies use to
access and interact with their customers in
the pursuit of new value and mutual
satisfaction.
Knowledge and insight: the approaches the
company uses to add value to customer
data so that they acquire the knowledge and
insight needed to deepen the relationships
that matter.

Strategies and
tactics
Many companies
have
CRM
strategies that seek
to
develop
additional sales
from
certain
existing customers.
Best-practice
companies do this,
too, and also have
strategies that focus
on the enablers of
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Increasingly, companies are coming to believe that
customer data are as important as financial data
programs and use this knowledge expeditiously. For
example, a major casino understands guest spending and
can rapidly relate this data to the investment the casino
made to attract the guest. This leads to new offers
affected by the amount the guest spent (lost) and the
casino's investment in the guest. Measurement allows
the casino to limit "free ridership," the provision of offers
to visitors who would return anyway without any
incentives.

the end-customer relationship. For example:

•

•

•

Processes
Customer collaboration to jointly
plan and create new value,
differentiated by class of customer.
Collaboration with distribution
channel intermediaries and suppliers
to achieve the value each endcustomer wants
Embedding business rules into CRM
databases so that customers'
behaviors trigger appropriate
actions
Technology
Integration of the customer's various
touch points with the company
Development of a single, real-time
view of each customer
Creating an ability to sell when the
customer is ready to buy, and
knowing what to offer and how to
appeal to each customer
People
Recognizing that employees have
different needs just as customers do,
and trying to provide each with the
value they want from the company
Creating a self-serve capability to
enable employees to take more
control of their careers and career
development, including what and
when they learn

As this example suggests, best-practice companies make
use of measurements to allow them to manage customer
behaviors. Thus, customer profitability, which today is
often measured at the gross margin level, is increasingly
allocating costs below the gross margin line to individual
customers. For instance, costs per customer such as those
below are increasingly being considered to arrive at a
more detailed assessment of customer profitability:
• Account management costs
• New product concepts developed in
collaboration
• Costs or time saved in new product
development
• Savings in new account acquisition from
customer referrals
• Costs associated with inventory levels
(finished goods works, in process, raw
materials, etc.)
• Reduced costs of marketing such as comarketing
• Reduced infrastructure costs such as from
shared investments
• Costs of managing customer
communications, customer support,
complaints, feedback and restitution
(payments for returns or errors)
• Amortization of infrastructure costs such
as call centers and Web-sites

Measurements
Many companies measure the return on investment
(ROI) of their CRM programs. Indeed, firms often
embarked on a CRM journey because the performance
of specific programs could be measured with more
assurance than their traditional means of promotion.
Best-practice companies know the ROI for each of their

Measurements such as these also help a company decide
how much to invest to keep existing customers and how
much to spend to attract new customers. This is
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once best-practice companies put a strategic capability in
place to enable CRM, they tend to modify the vision to use
the capability for customer bonding, a learning relationship
and competitive advantage
effectively changing the paradigm in media spending
from considering costs in dollars per thousand people
to dollars per priority customer.

important for management, leadership and control. They
have a financial department and a Chief Financial
Officer (CFO) with custodial responsibility for these
financial data, including security and management, and
the processes by which value is added. Increasingly,
companies are coming to believe that customer data are
as important as financial data. Some best-practice firms
are establishing custodial responsibility for customer
data and value-added processes in the same way that
they secure and manage financial data. This
responsibility includes managing the customer data
warehouse and the approaches that add value to
customer data. It can also include mechanisms for
providing services from a centralized department to the
lines of business in decentralized companies.

In addition to the measurement of behaviours, bestpractice companies measure attitudes. For example,
customer satisfaction and favourability (purchase intent)
are measured. For business-to-business purchase
decisions, customer satisfaction measurement occurs
across the enterprise and scores are weighted to arrive
at an overall level that allows satisfaction levels to be
compared over time. Best-practice companies also
understand their performance compared to other
suppliers for that account. They track their share of each
customer's spending. By using data such as these,
companies are beginning to target specific competitors
to transfer customer share one customer at a time and
thereby to gain market share. More generally, bestpractice companies develop selected competitive
measures to help ensure that the performance of their
CRM initiative is leading to superior customer
relationships.

Companies competing on scope change their structure
frequently as they begin to sell what customers want
rather than what the firm has made. This leads some
companies to distribute the complementary products or
services of others, including customers and competitors,
and to sometimes sell their own products and services
through others. This can be a marked departure in
strategy for those companies that built their businesses
through economies of scale. Associated with these
changes are new roles and responsibilities for an
expanded array of stakeholders and how they interact
in the value chain. The challenge for organizational
design is to accommodate these changes without
disrupting the firm's existing business.

Managing and delivering CRM
For most companies, today's CRM strategies reflect a
material shift in historical marketing and strategy. And,
because organizational structure follows business
strategy, CRM impacts organizational design. Two
areas have a particular impact on the structure of
companies:

•
•

Because the company competing on scope often has
fewer but more important stakeholders, CRM companies
are beginning to organize around their stakeholders to
create the value each wants. For example, professional
services firms have client-service teams for their most
important clients with representatives of both the firm
and the client on the teams. In another example, a major
logistics company has established customer teams that
bring together the various processes by which the

the amount and nature of customer data and
the processes by which value is added to
the data.
how companies compete, especially for
those firms that use CRM to compete on
scope.

Most companies obviously see solid financial data as
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company interacts with its priority customers. Members
of the customer teams are drawn from many areas within
the firm, such as marketing, sales, advertising, research,
operations and finance, as well as their counterparts from
the customer. In this case, the management of the
customer team falls to sales, which manages all the
processes by which customer value is created - an
obviously very different role than the historical role of
the sales department.

6
7

Implications for senior managers
Managers now developing a stakeholder-centric focus
for their organizations may find that they now have
additional roles and responsibilities. These can include:
1

2

3

4

5

Providing a compelling vision to keep the
organization focused on CRM
strategically, tactically and in real time,
continuously and mutually with key
stakeholders.
Bringing all customer data together in a
single location, aligning processes among
stakeholders in the service of the end
customer, and smoothly integrating the
CRM activities of other executives, lines
of business and functional areas.
Selecting among the often competing
requests for projects, funds and people, in
accordance with the CRM vision, such as
the issue of who is promoting the project,
what technology can accomplish or
whether new or existing customers merit
the most attention from CRM.
Helping management and staff at all levels
to understand CRM concepts and the firm's
vision for CRM, as well as communicating
customer, market and profitability data to
describe the firm's progress as it proceeds
on its CRM journey.
Setting expectations to help individuals and
groups align their performance with the
goals for CRM. Many companies have a
large variable component in their
compensation structure, for example,
which can reward behaviours that run
counter to CRM principles. People need
to know the link between CRM and their
own success or the initiative might be seen
as just another program. Among the many

aspects of change management
organizations typically employ are the
recognition of individual and group
achievements, and case study successes.
Ensuring that a sufficient flow of people,
time, money and knowledge goes to the
CRM areas that need these resources.
Ensuring that that financial and operational
controls are in place to monitor and
improve customer performance and that
any trust that might have been extended to
any stakeholder under the CRM vision is
not abused.

Few firms today are realizing the potential from their
often-considerable investments in CRM. In part, this is
because it is uncommon for management and staff to
embrace CRM as a vision for how the business could be.
Seen only as a means to generate more short-term sales,
CRM can be little more than a means to efficiently interact
with chosen customers with appropriate value
propositions. This is not a bad start but there is much
more to be accomplished from looking at the bestpractices of those companies that have a broader view of
CRM and have set out to answer some important
questions, such as:

•
•
•
•
•
•

What is the firm's vision for its
relationships with all stakeholders, in
addition to key customers?
What new capabilities does the
organization need to achieve the CRM
vision?
How will tomorrow's CRM company be
structured?
What roles must management take to
implement the vision?
What measurements must be used to assess
CRM performance?
How should all stakeholders be aligned to
createthe value end-customers want?

Perhaps no company has yet achieved the full potential
for CRM. Considering best practices from a number of
firms suggest that opportunities remain for all
organizations to achieve better results and deeper
relationships with CRM.
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