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Summary
Customer relationship management (CRM) system nowadays has become prevalent not only among big companies but also among small and mid-sized companies. Although it is obvious that better customer relationship management will increase sales revenue, many companies have failed CRM projects. Although there are many magic solutions that are provided by the vendors, it is believed that CRM system should always follow the company strategy, business process, and the optimization between the information systems within the company. After all, a CRM system can not excel without complying with the company business model. Neither can a CRM exist without extensively involve with organizations within the company. Purchasing a CRM system doesn’t guarantee you a better customer relationship. The success of selecting an information system depends on not only picking the powerful system but also needs visionary assessment of the system. Even though picking the fittest CRM system doesn’t necessarily follow that you will have a better customer relationship. Choosing the right CRM is not only a responsibility of the marketing department, but also the IT and other financial sectors because the project will involve so many different assessments from technical, functional, financial, even operational perspectives. 
The purpose of this paper is to provide the overview of the elements needed to make the CRM project work. It starts from the purpose and concepts of CRM and why is CRM important to an enterprise, then extending the topic to what a CRM can do for the company. Then the paper has a brief introduction to two types of main stream CRM applications – on-demand CRM and on-premise CRM. Also, this paper has pointed out the pros and cons for choosing between an on-premise and on-demand CRM system, including the general managerial perspectives (company that fits for on-premise or on-demand better due to its structure, the customer information privacy issues, and the possible reliance on the CRM vendors), the financial perspectives, (total cost of ownership and ROI assessment) technical perspectives, (the difference between configuration and customization, the integration issues). There will be no CRM implementation issues discussed due to its intended audience are the staff across the departments. However, after the system implementation, this paper will also discuss how a perfect CRM system can also go wrong. It is hoped that the people can get an overall understanding of what a CRM system is really about and eventually understand and utilize the CRM system to achieve the goals of their companies. 

What is CRM?

Is CRM just a cliché?

For a professional marketer, it is obvious that marketing department will emphasize on customer. However, it is sometimes confusing when it comes to Customer relationship management and what it can do for you. Although many people are talking about CRM and the jargon of it, the definition is not a clear cut like supply chain management system.

The myth of the relationship among customer loyalty, customer satisfactory, and the ultimate profits for companies:

Many companies have implemented CRM system in order to increase the loyalty and the satisfaction of their customers, thus increasing the profits. Nevertheless, customers’ high satisfactory doesn’t mean the higher customer loyalty. Sometimes higher loyalty can not guarantee the higher profits for companies. When you want to calculate the relationship between customer loyalty and satisfactory, you need to consider the customer loyalty and satisfactory of your competitors in a relative sense. For example, if you want to buy a laptop and there are stores like Best Buy around your place, would you rather go farther to Circuit City, or just stick to Best Buy that near your place? If you think that it makes no difference if you go buy a laptop in Best Buy or in Circuit because you are satisfied with the shopping experience in both stores, we can not say that there is no customer loyalty towards either store. That is to say, the customer if your customer loyalty and satisfactory of your company are not substantially better than your competitors.
Customer = real “value” that customers get
The price that the customer is willing to pay may relate to the perceived value. For example, if a pair of sports shoes, for the practice purpose, it may worth 50 dollars. However, if you want to treat the pair of shoes for the “memorial purpose”, people may be willing to pay 500 dollars for the shoes. The difference between the values can significantly improve your profit margin. Creating values or digging the unmet needs of your customers may be the key source of profits and that outcome needs to have information about your customers. If you have large customer base, it is almost impossible to assign your sales staff to record and manage every single interactions. In addition, sales staff can change due to resignation, changes of the locations, or retirement factors. To maintain the long term relationship between the company and your customers, you need a system to track and record the history of the transaction, interaction, and other information about the customers. Customer relationship management system can help the enterprise to record, analyze, and discover the unmet needs of their customers. 
Management = Manage your customer base in a systematic way

Enterprises leverage information technology to deal with various problems such as Enterprise Resource Planning (ERP), Supply Chain Management (SCM), and Knowledge Management (KM). Nevertheless, these systems may not communicate very well between each other. These problems may involve with the integration, the migration with data, and the difficulties of attaining the data from other systems. When companies think about the implementation of the CRM system, there must be data integration with other information systems so that the staff can perceive how customer behave and manage them in a systematic way. 
On-demand CRM vs. On-premise CRM

On-demand CRM, also known as Application Service Provider (ASP), is a software application delivery model where a software vendor develops a web-native software application and hosts and operates the application for use by its customers over the Internet. Customers do not pay for owning the software itself but rather for using it. 

On-premise CRM, also known as licensed, on-site, or in-house CRM, is a customer relationship management application that is housed at a client's location, and managed by its own employees. Internal IT personnel are responsible for hardware and software installation, integration, deployment, data storage, system administration, and upgrades.
More and more companies realize the function and the benefits that the CRM can bring and starting to think about implementing one. However, the budget and the implementation cost from on-premise are higher upfront while on-demand system provides flexibility in terms of functionality and prices. Therefore, more and more small and middle sized companies have this option to buy CRM systems due to the limited budget they have. In this sense, outsourcing to CRM suppliers to handle their CRM system is more and more common. (please see the comparison between on-demand (ASP) and on-premise (Software) in App 2.1)

What a CRM system can offer you?
According to Inside CRM white paper about the Hosted CRM system Comparison Guide, there are three main features about a CRM system. Be careful about what you would choose and what would fit your business goal the best: (App 1.1)
1. Sales Automation Features: 
Sales Report functions: Systems that provide in-line, role-based reports provide sales intelligence when and where it’s needed most
Sales Tracking:  Track multiple sales users on customer records and sales transactions, Track the revenue earned by all members of the sales team, not just the sales representatives 

There are some functions that can track the multiple slaes and users on customer records and sales transactions. The revenue can be tracked by the sales person individually or as groups. Tracking the current sales and key interactions and activities can also give you an idea of where you stand in the sales goal and then according to the record to adjust your sales strategy.
Analyses: With sophisticated analysis, you can monitor sales activity. Some vendors provide some functions that allow you to compare the sales performance from the historical data with current performances. In addition, sales manager can take the analysis as a reference to predict the sales trends.
Calculation: Some system can calculate and pay commission to multiple sales users on a deal
2. Services and Support Features:

Customer self-service: Customer service can be very expensive, if a good CRM system can take care of the customer online or in other ways, it would be much more cost efficient to have a good system. Through Web and voice self-service, customer can search information through many keywords and category browsing and ultimately place orders or view their order histories. Amazon.com is a perfect example. Its customer service can even give the related items that match customers’ interests and push the possible sales. In an advance case, some self-service portals allow users to share their expertise with customers online. Automated e-mail may cater the answers or solutions to specific customer with particular needs.
Support quality management: Some systems provide Service-assessment scripts to improve service quality. Other systems emphasize on the knowledge base management for its customer service representatives to quickly and efficiently search for the solutions without transferring the call to other department back and forth. In addition, the use of a single knowledge base across all channels ensures customers always receive consistent, accurate and up-to-date information Some feature may monitor and track the customer satisfaction statistics to check the overall strengths and weaknesses of the customer services that the company offers. 
3. Marketing Features :
Campaign optimization: Company can purchase system that support real-time analytical functions to measure campaigns and dynamically change the marketing tactics to optimize the campaign results. Combining all of the marketing communication and analyze the complete marketing solution.  Not only running a compaign, tracking the result is also very crucial, some system offer a tracking function that will show the online marketing by tracking the search engine utilization. Some system may even provide instant access to interactive marketing dashboards, closed-loop metrics, pre-built and custom analytics, and lead follow-up analysis. In some system, it even provides function that lets users directly import leads from spreadsheets and collect them from your Web site.  The e-commerce or online business may want to buy the package with this particular online function. 
Marketing tactics and tools: Some system emphasize on the functions that can create emails that include tractable links, graphics, personalized content, when the customers don’t want to receive the email, the system can receive the request and automatically remove the email address from the emailing list instead of asking the customer manually typing an email to make the request. 

Relationship maintaining and targeting: After the sale, companies have to maintain the relationship with the customer to propel the possible repeated sales. Some system can offer emails to customers based on the products they own to refresh the company image by updating the product information, offering the update service, or other related product information to “keep the customer in the loop.”
Is On-demand CRM better than On-premise CRM?

CRM is more and more popular among companies. It has become prevalent for middle to small sized company. According to Business week, there are some crucial elements that can help people to choose CRM. As a result, AMR Research predicts that by 2009, hosted CRM applications will account for only 12 percent of the total U.S. CRM market.  The on demand CRM system has several features that may seem to be very good to many companies with limited marketing budget. However, there are some pitfalls for the system too. When it comes down to choosing a good CRM system, you have to consider the followings: 

On-demand CRM may not be suitable for certain business nature or organization structures: Recently CIO magazine published an article discussing several CIOs experience with various on-demand and on-premises CRM products. (App 1.2)
The data indicates the following profiles are a good fit with on-demand CRM: 

· Stand-alone organization or function looking for a quick, out-of-the box, ‘as is’ solution; likely to have limited or no access to IT resources or desire to involve corporate IT. 

· Focused primarily on a single function that needs help in the near term (e.g., sales) with little need to integrate back-office applications or work with other departments (call center, marketing, product management, service); little or no need to pursue cross-sell/up-sell opportunities across multiple business units; relatively little need for integrated analytics to develop deeper understanding of customer buying behavior. 

· Comfortable with customer data being stored off-site under the control of the on-demand provider. 

· Low need for international, multi-language support on the same solution. 

The data indicates the following profiles are a good fit with on-premise CRM: 

· Mid-size to large organization; looking to provide multiple departments with access to customer data or to coordinate work functions, including sales, marketing, customer service or call center tasks. 

· Need to directly synchronize and orchestrate customer data with other discrete IT systems. 

· View ability to manage customer interactions with advanced processes and workflow as strategic to creating competitive advantage and growth (such as cross/up-sell opportunities, customized service offerings, efficient lead management, or a tight quote-to-cash process.) 

· Believe that customer data is proprietary, with strong emphasis on internal security infrastructure and procedures, as well as ability to perform advanced analytics to identify key customer trends. 

The reliance of CRM provider: on Dec 20, 2005 and Jen 5, 2006, there were outage of salesforce.com. The outage lasted for several hours each time and Salesforce.com’s customers were not able to access any information in that period of time. This issue can be very serious if you need to manage your clients and the information is not accurate or even the system is not available. Because the company outsourced its data and information to CRM providers, the company can not control the security and downtime issues. The reliability of the CRM system providers has become crucial in this situation. The unpredictable down time can cause huge loss if the sales estimate is wrong or the client information is inaccurate. The key questions related to the outage are always around availability (the time when you can’t access the system), loading (the system is always responsive when many users log in the same system), overflow (the system may not be down when too many people are using it) and back-up (how do you guarantee that prior and current work is protected in event of a catastrophic failure). You have to think about whether your business can afford some of these issues. After all, some company can bear down time but some need perfectly timing information delivery and perfect back up system such as banks. If your company can’t afford the risks mentioned above, maybe on-premise is the better option for your company.

Privacy Issues: Customer information theft can be very devastating for the reputation in the company in general. It is especially important for the company that outsource the customer service because the once the customers know that their personal information is jeopardized, they would not want to do the business with the company or at least have bad feelings towards the company. Outsourcing customer services means that you have to let the other company manage the information even modify or input the information for you. Nowadays, the information backup is so easy. It is not hard to let the information leak outside the organization. Therefore, the information security is more important to and needs more attention or investment under this circumstance to prevent potential risk of data breach. However, with on-premise system, there is no such an issue because every piece of information that a company processes is taken care of by itself.

The Total Cost of Ownership: The cost is very controversial in on-demand and on-premise CRM systems. Some people stated that the total cost of ownership of on-demand is much cheaper than that of in on-premise system while other people think there are other features of on-demand that people fail to consider so that they think on-demand is a more cost-effective. However, concerns over security, performance, uptime and physical possession of critical business data may increase the cost of on-demand CRM. For example, in the article of “The Truth about On-Demand CRM” by Stephanie Overby, CIO from CIO.com she cited that “People believe that "the on-demand model eliminates the up-front cost and effort required in implementing a CRM system; that it’s just like turning on a switch. But the integration and customization requirements are not that dramatically different from traditional software when you get into more complex implementations. There’s still a lot of work involved.” It is not definite that on-demand CRM is definitely cheaper than on-premise. 

On the other hand, in the paper of third party (App. 1.3), the total cost of ownership is not high; it is lower than on premise application even when the additional costs are included on the contrary to the press. The factors the third party reasoned are that there are no perpetual software licenses to buy. In addition, as long as you are paying the service fee, the maintenance, support, training and upgrades are included. On-demand can be implemented faster than the on-premise CRM. The cost is relatively low for the On-demand CRM. Moreover, the on-demand vendors are taking care of all of the service delivery. It is stated that once the system is in use, the IT staff will stop worrying the service and the training and technical support will also be offered by the vendors. Last but not least, the incremental infrastructure cost of expanding the CRM usage in on-demand system is lower than that of on-premise system. The vendor will take care of all the costs related to the infrastructure expansion. 

However, there are other intangible factors that should not be overlooked when calculating the total cost of ownership: How far will the service level of agreement (SLA) between you and the CRM vendor go? If you have an unique and crucial business process that can not be customized by the on-demand vendor, picking the on-premise package might be the better solution, for a system that can not support the business goal is rather useless, no matter how cheap the CRM system may be. The extent of integration of CRM system with other systems is another important cost. If other systems can not communicate with the CRM system, the efficiency might be a lot lower than what you expected and system integration will cost you a lot. Make sure you will evaluate the cost of the integration between systems in total cost of ownership report. Extensibility is also very important—if it is very difficult for you to customize the function that you need, you might consider on-premise CRM. Security: The costs of a security breach can be a disaster if customer information is leaked outside of your system. If you think that the on-demand might be right for you, you don’t want to miss out the contingency cost of information breach. An ideal CRM system is expected to keep up with the business growth. Including the evaluation of cost in expansion would give you a better picture of which system is the best fit for you. Last but not least, you have to think about the other factors that will affect your CRM implementation within the company, for every company has different priority. If a company has two information system changes ongoing, with the limited budget, you have to estimate the cost of potential delay of services or product due to the late project implementation. 
The ROI evaluation: In the article of A Negative ROI on CRM—Are you Kidding? by Ellen Reid Smith, Reid Smith & Associates, Inc. (App 1.4)stated that The ROI on CRM is typically miscalculated because “companies don’t believe CRM can be profitable is that they don’t know how to measure the true value of a CRM project or campaign.” And “It’s very likely that for companies who didn’t over spend on CRM software, their lack luster results are the result of poor measurement.” She also pointed out some metrics in terms of some CRM auditing: 
· Signed-up for email or program

· Participated in program/promotion

· Visited website

· Opened and/or read email

· Responded to trial offer (include rate of conversion)

· Intends to buy more/less in future

· Cross purchases

· Referred a friend/colleague or provided leads

· Bought direct versus through retailer

· Provided personal data that enhanced marketing

· Contacted customer service more/less

· Increased advertising response rate

· Moved from mail to email statement/newsletter

· Bought from partners (include commission or value of partner support)

· Defected (decrease or increase)

· Perceived value of brand/company

These metrics are very true, especially in business to business marketing arena- a lead with more interaction shows more interests in your product and ultimately—and hopefully will result in sales. The CRM system may not directly contribute to the conversion from leads to sales, but by sending the possible “more targeted” clients appropriate message, the CRM can be more valuable than you think.
System and Data Integration problem: Companies chose on-demand CRM system would find it difficult to integrate the data from the hosted site with the onsite application back in the corporate office. If companies just need standard CRM functions without intensive IT support, on-demand CRM is the right product for you. However, there are so many situations that companies need more functions through out the enterprise, on-demand CRM system faces the same problems with those of traditional CRM software packages: ensuring the widespread user adoption and the integration of the CRM system with other integration within the company. For example, connecting Salesforce.com to Oracle and SAP applications requires buying additional connector software or creating your own connectors via Web services. The limited cross-vendor integration is why Do initially restricted his SaaS deployments of Salesforce.com and talent management application SuccessFactors to department-level applications. In addition, in the department-level applications, integration is handled at the data-exchange level and via simple API calls to trigger, for example, a data upload and the related process. 
Understanding the differences between customization and configuration: 

The CRM industry often uses customization and configuration at the same time, but these two terms do not necessarily mean the same thing – to tailor the software to meet the unique business requirement. However, configuration generally means that the system has already provided the functions that the users need but it requires the users to change the settings without serious technical support such as programming. For example, a business analyst may need to configure more complex business implementation in order to show the end to end business process. Customization means that you actually need technical users – actual modifications to the application or template through system-level properties or programming code. A good CRM system should be flexible to be changed according to the organizational changes. However, there are a lot of companies only focusing on the ease of accessibility or other perceived advantages and then due to the inflexible architecture find it inconvenient when they need to adopt the software. If the CRM system is inflexible, the company may need to heavily modify the system thus may delay the efficiency of the system. The most important reason for companies to drop CRM system is because the inflexibility of the system to adopt the changes. Before choosing the CRM system, the company has to make sure that the extent of the configuration and that of the customization are suitable for its business needs. 
Customization can be problematic: On-demand package software may be easier for the company at first. However, the whole customization and more complex rollout may take longer to complete. According to Kaila in Gartner’s Inc., on-demand CRM system can be configured, of course, within the bounds set by the vendor.) Furthermore, on-demand CRM software is typically less capable than self-hosted applications, even when both come from the same vendor. (App 1.5) 
The Bottom Line for CRM evaluation:
Spend more time analyzing the goals of your company and define the type of the interaction that you will have with your customers. Not all of the functions are needed in a CRM system. If you are choosing the on-demand CRM system, there will be more trade-offs in terms of functionality. Focus on the business process and customer interactions are the two essential goals that you have to set in the priority list. Once these requirements are met, you can consider whether on-demand or on-premise CRM is a better option. Sometimes, after you define these two key factors, you might discover which delivery model is better for your company. Buying a CRM system is not an end but just a start, consumer behavior is dynamic rather than static. The needs and buying pattern of your customers would change with time. Therefore, scalability and the integration among systems within the company is something you can’t overlook. After taking these factors into consideration, you may come up with the system that fits your company the best. Then, you can start the implementation and look forward to the better customer service that your company delivers.  
After purchasing the software—Things you have to look out for running the CRM right:
Now you have chosen and finished the implementation of the CRM system. You think that marketing department will happily live ever after? If you think that is the case, you are very wrong. CRM is easy to fail if you don’t manage it closely and seriously. There are many CRM failure cases and many solutions in the CRM industry. Why? The reason may be that there are some misconceptions about running a CRM system. 
In real world, the CRM can’t exist without a good management manner. Not only CRM but also other information systems that fail is because the people are not willing to change -- they either are change-averse or they are afraid of losing the job after the CRM being installed. The marketing department should invest more time on the strategic implementation and the training program. Your customer relationship can not be improved by purchasing a system. It needs more attention to run it right. 
In addition, creating a good CRM system requires clear data and the good input of the data. If you don’t care about your data quality, it would be like garbage in garbage out system. No matter how much you spend on the system, you will still fail. Fourth, managing good customer relationship doesn’t necessarily follow that you have met the unmet needs of customers. There are probably more customer that is out of your reach and waiting for you to discover. Your current customer base can be concentrated into some segment. It is a good thing to cater the current segment. However, focusing too much on certain segment may impair your ability to develop other products. 
Sales persons may be bombarded by the amount of work that is needed to input into the CRM system. Nevertheless, the more time sales people spend on the system, the less time they are going out to close the sales. Instead, focus on offloading routine tasks such as collateral fulfillment, order status inquiries, paperwork, and quoting / proposal generation, and on delivering better, more qualified sales leads to shorten the sales cycle. The best CRM lets sales people do what they do best -- selling --and employs technology around -- not at the center of -- the sales process.
Data Integration may take a long time make the systems communicate with each other seamlessly. If you start the 360-degree customer view right after the system is installed, you may get frustrated. You should start to prioritize the information that you want to integrate first. Managing the information system may require test and re-write the program and repeat the cycles. Having high expectation may heighten the tension between marketing department and the IT department. Myth 4: Start with a 360-degree customer view.

Sales and customer relationship are different. It is mentioned in the beginning of the articles that your customer service has to be compared with your competitors. Only if your customer service is substantially higher than your competitors, it is possible to create loyalty. However, if the company doesn’t develop new product or the sales team is not devoting as much, the sales is not likely to go up no matter how much your customer service has been improved. 

There are so many wonderful functions that your CRM system that can offer you, and you are thrilled to make use of them. However, any new features that need to be released will need your extra attention to set the “practical metrics” and test the function carefully. Any information system project will require time on marketing, rollout, training, and user testing as they do on software implementation. Be patient and be exact will lower the risk releasing a defect or useless feature.
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