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Wladimir Kovacic Ph.D. is a Managing Partner of the Advisory Group, a management consulting boutique located in Zurich, Switzerland. He has over 20 years of management consulting and line management experience. He has worked in several leadership positions and directed different business-critical, international and national strategic optimisation and strategic customer change initiatives. He has extensive experience in leadership functions and an in-depth cross industry knowledge – advising different business leaders and management teams of international blue-chip organisations. Furthermore, he has repeatedly demonstrated his ability to successfully initiate and complete business-critical, politically challenging and complex customer initiatives – always focusing on generating growth, optimising margins, minimising risks and increasing customer satisfaction. He has been conceptualising, implementing and researching the essence of effective customer initiatives since the beginning of his professional carrier and he is still excited about this topic.




Introduction – Customer Strategies


The challenge to generate and improve profits from the company’s customer relationships and to find the best customer strategy for a company has motivated scholars and practitioners across nearly all industries and geographical regions to conceptualise and produce a wide range of different theories, consulting approaches and software products etc. with the fundamental promise to improve existing company-related customer relationship management (CRM) capabilities. Companies invested billions and some of those companies are still investing significant amounts to establish and improve their customer relationship management. A new customer relationship management service provider and CRM solution design industry globally emerged. Since 2005 the worldwide customer relationship management consulting and project market have been continuously growing and reached in the first years an average growth per annum of 19.5% worldwide. It is time to verify the promises and results, whether those companies became CRM champions and the associated paid off.


Majority of CRM Initiatives Failed


The CRM landscape seems challenging as more than 60% of all customer relationship management initiatives launched failed. One of the main reasons is connected with the CRM business and financial framework, which was often viewed as not being deeply enough conceptualised to realise the full customer net profit potentials of the company. Companies somehow did not focus enough to understand the real DNA of how customer profit potentials can be realised and improved. Reviewing different CRM initiatives of different companies across different industries, they all outline one challenge in common: unclarity in understanding the company’s real CRM value and how this value can be improved – from a customer net profit perspective. This may provide some of the answers as to why nearly 25% of all customer relationship management projects were not profitable one year after successful implementation, underpinned with failed business case assumptions, and finally came to be discontinued.


Why do companies continue investing in customer relationship management initiatives and content themselves with so little results out of their investment-intensive customer related initiatives? The answer is simple: improving the revenues and profits of the company’s current and future customers is the lifeblood of all businesses and it is crucial for the company’s future to establish and sustain their competitive advantage. In this connection every company is challenged to decide how to allocate scarce resources to realise its full customer profit potentials – to generate and increase their customers’ net profits. And some of those companies may assume it is difficult for all companies – not only for themselves. It is not – in fact it is easy to understand how a company can impact and improve their current customer net profit potentials.


The following sections aim to focus as simply as possible on the mechanics of how to borrow revenues from existing and potential customer relationships and how to generate measurable customer net profit benefits. The book provides a straightforward approach to designing an effective customer strategy, explaining how to roll out the new customer strategy, monitor the results and improve the strategy over time according to emerging circumstances. As companies still do not fully focus their attention on identifying and understanding where their full customer profit potentials are and how the company can realise their customers’ full profit potential. To fully understand the DNA of customer relationship management improvements, it is important to understand the relevant fundamentals. Everything starts with the human principle of ‘Give-And-Gave’, as shown in the following diagram.


Every ‘Give-And-Gave’ interaction and support between human beings is built on ethical, moral and religious values. In this connection, helping each other outlines the natural help function between human individuals. Every human being is willing to help another as long at the help provided supports the continuation of the overall ‘system’. This symbiosis, defined as cooperation, continuously aligns the gaps within current interrelations of the human beings involved, without expectation of receiving a direct reward. Finally, human beings help each other in the interest of their own self-preservation. Now, if we transfer this basic human principle to the relationship management structure between a company and its customer we can see a clear picture. On the left side we have the customer with his specific expectations of the company. If the company addresses these expectations, the customer will define the company’s service or product as valuable and it will trigger the customer’s tendency to buy the service or product, recommend the service or product to other friends, provide a positive feedback within social media etc. – the logic is easy to follow.


Figure 1: Basic Principle of CRM Reciprocity
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On the right side we have the company with its customer revenues, which assure the company’s return on investments over time for the offered customer services or customer products. In this connection, a part of the company’s returns is in general reinvested by the company to improve the company’s current customer service or product offerings. Up to this point corporations act similarly. However, only a few corporations are managing and continuously optimising the reciprocity between the company’s scarce resource investments into current and future customer behaviour, throughout the company’s different customer exchange elements, to realise the company’s current customer net profit potentials. Hence, many corporations allocate their scarce resources pro rata in many different areas like a ‘watering can’ – not focused on investments which are changing customer behaviour into profit-impacting behaviour. These companies do not fully understand the mechanics of how to borrow revenues from existing and potential customer relationships and how to generate measurable customer net profit benefits. This is one of the main reasons why CRM-related business cases are not utilised over time and CRM investments are not returned. In this context, companies are finding out that they are continuously under pressure to allocate their scarce company resources to specific customer relationships on a continuous basis in order to maximise the net returns from the behaviour of these customers. Many of them do not have the CRM management process in place to validate and prioritise the investments in their customer behaviour so as to transform these essential customer behaviour patterns into profit-impacting customer behaviour. At this stage, it is essential to manage and optimise the dynamic interrelation between the company and its customers. Finally, every investment of the company needs to follow the logic of the CRM reciprocity described above.


Reasons for Failed Customer Initiatives


Digitalisation is reality, and information technology change establishes new ways of doing business through enabling new business models for companies. However, CRM initiatives are strategically, conceptually and business driven. Very often CRM projects started with already selected CRM solutions. Especially in this context it is crucial to think and act outside the box. Understanding the company’s key customer behaviour, which can be changed into profit-impacting behaviour across all customer touchpoints of the company from a net perspective cannot be realised through the process of selecting, customising and integrating a CRM software system or platform. It is much more than only technology. Hence a conceptual customer strategy and operational framework (corporate CRM framework) is required to guide and prioritise the company’s CRM resource allocation process – including organisational structures, skills, business and IT processes and changes to existing software components; and finally, to support and guide the development of a common understanding of the company’s strategic management and controlling process for how the organisation defines its customer values, customer potentials and related CRM performance improvements, including the process of continuous adjustments of the company’s scarce company resources and investment decisions to realise the optimum of the company’s customer net profit potentials.




Shaping and Realising Effective Customer Strategies


Shaping and realising an effective customer strategy for a company starts with an understanding of the key building blocks of the corporate CRM framework. This framework includes the strategy building process and the continuous operational improvement cycle of a company.


The starting point of the corporate CRM framework starts with customer behaviour: specifically, customer behaviour patterns which are key and will be key in the future to the company’s profit generation performance. These customer behaviours – and only these – outline the corporate CRM framework as the key source for generating the company’s return on investment of the launched customer offerings (products and services) and reflect the first building block of the strategy framework. In this relation, the company will be challenged to continuously reallocate its scarce company resources to maintain and grow their businesses. Hence, growing the company’s business can only be achieved if the company’s customers behave in a profit-impacting way for the company.
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