What is the issue?  

Two different CRM outsourcing types: On-demand vs. On-premise, in states vs. overseas

The worldwide CRM market was expected to grow to 10-12 billions in 2005. (App. 1.5)
· On-demand vs. On-premise

 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. (See the comparison between on-demand (ASP) and on-premise (Software) in App 2.1)
· In state vs. Oversea

"We've got it backwards. In our society we demean customer service and hand it over to the younger-generation workforce or to offshore outsourcing. In India, customer service is a serious career. Here, it's only sales that really matters," says Dane Anderson of Meta Group. In the United States, the customer relationship representatives are not as “serious” as other jobs. Outsourcing to other countries to reduce cost is the most popular reason in business arena.  
Since the on-demand practice is getting more and more popular recently, outsourcing is inevitable. How to manage outsourcing well is an important management issue in both Marketing and IT departments in business. 
What general problem or issue is it related to?  

Gartner Inc. also said that there are 80 percent of the companies intending to reduce its cost by outsourcing will face challenges and, ultimately, fail. (App 1.1)

The problem related to outsourcing its CRM system may be the following:

1. Hidden cost: While outsourcing to other countries to save budgets may be appealing, a lot of times companies oversee the impact and hidden cost behind the cheap workforce. There are several factors that would definitely need to be considered before making any decisions regarding with outsourcing:

a. General Regulations: Different countries have different regulation of labor policy, taxes, industries, and information taboos. In Europe, you can’t “move” your customer information “out of the country that your customer center is based unless you have to ask your customer’s consents specifically” it is extremely difficult for the corporate to monitor or do data mining for the forecast or consumer trends. In this situation, it lost all of the meaning of the CRM system. What can CRM do for the corporate while it the customer information can’t be shared globally? 

b. Environment changes: The labor rate can fluctuate by the economy of that country in question from year to year while the corporate has no clear idea to foresee the trend coming. 

c. Political reasons: The tax exempt may be invalid if the government is changed. These would possibly end up making the corporate pay more for the outsourcing CRM project than do it in the same country.

d. Communication delay: There are cases that the customer representatives can’t make decision and want the instant feedback from the corporate. However, different countries have different time-zones, the delay might happen. Customer services are supposed to be quick and responsive, if outsourcing will inevitably increase the response time, the company has to either add more resources to personnel to handle this field 24/7 or result in lower customer satisfaction, losing its customers in the worst scenario.

2. Quality Issues: 

a. Negative customer feelings: People often have such experience: when you call your cell phone or bank, you hear the people speaking English with some accents—such as Indian. The way they speak is different from its customers expected. Sometimes, the way they handle the issue is not the customer feel comfortable. This situation might also cause the loss of its customer base. 

b. Quality Myth: Many companies think the customer service quality can improve by outsourcing the companies specialized in customer services. Nevertheless, it may not always be the case. Because the main idea of outsourcing is to save budget, there are many economic constraints that the assigned customer service companies have to take under consideration, thus eliminating the best practice or the best information system infrastructure. On the other hand, the human resources budget can be reduced because of the squeeze of the budget. The outsourced company may pay less and hire people with little experience in customer services. Therefore, to outsource the CRM system might not necessarily follow that the “specialized outsourced company will take care of everything.”
3. Management Issues: 
a. Too many managers: The company deciding to outsource its CRM system has to place its personnel specifically handling the issue overseas, and assign several people to report to the corporate from the outsourced site. It would not only cause the hidden cost to go higher as above mentioned in point one, communication delay, but also cause management issue more complex for the corporate to handle. If there are too many managers, the company’s policies and implementation can be impaired in some ways. Too many decision makers cause miscommunications or different directions to the customer representatives, causing variation of service quality. 

b. Integration problem: "You can't simply outsource CRM. It will ultimately need to integrate into your people, processes and technology," says Isher Kaila, research director for CRM at Gartner. (App 1.2) Not only seamless communication and information system infrastructure is needed, but also the staff and process are crucial in outsourcing. If the mentality of the personnel is not ready for outsourcing, the possibility of inefficiency is going to be higher. 
c. Higher Turnover ratio: Training is also very crucial in the outsourcing. It influences the quality of the services especially the customer service is not operated from the company itself. If the customer representatives are not familiar with the product information, the company has to bear a lot of cost of retraining the staff. Generally the turnover rate is higher in the outsourced company than that of the original company. That would also lower the quality because the people who handle the service is not enough experienced. 
4. 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. 

How have you grounded and bounded your consideration of the issue (in a given industry, organization, process, target group (customers, suppliers, etc.), department – or some combination of these)?

· The scope of the issue: Any company that consider outsourcing the customer service to an on-demand or other companies would need to concern this problem. Nowadays, the on-demand CRM is so prevalent, and cheap in the first phase, more and more companies that doesn’t need to outsource the call center abroad are also outsourcing its CRM function to companies like salesforce.com or Seibel. 
· The departments: The department that should concern about this problem the most is the marketing department- they have to manage the customer data to foresee the trends and discern the flaw of its products from complaints, or the potential needs that reveal from the request of certain functions or services. However, the IT department is heavily involved, too. All of the communication channels are constructed by the IT department. Choosing which package to buy, using on-demand or in-house CRM system not only requires marketing personnel’s knowledge and preference but also requires the integration with ERP or other information systems within the company
· Target group: Customers are the essential element in the CRM system. The satisfaction of the customers is the key implication of possibility of repeat sales. In addition, the data quality that gathered from the CRM system is another indication of development of future product development. The relationship with the supplier (On-demand providers or the specialized outsourcing companies) is the crucial. Outsourcing involves trust and collaboration. If the two parties don’t trust each other or have miscommunication along the way, the less likely the outsourcing project will be successful.
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