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Abstract
This paper contains first-time-published findings from an ongoing
quantitative study on the impact of customer relationship
management on business performance.

The paper begins by observing the frustration felt by many sales,
service, customer management and marketing managers in business:
that senior managers often pay lip service to ‘customer management’
without believing in their hearts and minds that it really makes a
difference to the bottom line. The problem with this is observed
when, through competitive or market pressure, the companies find
volume and margin targets difficult to meet. As a reaction to this,
they may introduce measures, counter to good customer
management, which can further impact on business decline.

The hypothesis for the analysis is then introduced, which is
‘companies that manage customers well achieve better business
performance than those that do not’. The paper goes on to attempt
to answer two fundamental questions necessary to test the
hypothesis, neither of which is particularly quick to answer; what
is meant by CRM, and what does ‘good business performance’
mean? The paper necessarily describes the methodology and
research base in some detail.

It can be unequivocally stated that for the 21 companies studied
for this paper, the positive correlation between business
performance and customer management is clear: if a company has
developed a set of practical, sensible customer management
practices it is likely to be a good business performer. However,
there are no doubt other causal reasons outside the scope of this
study for the effect that is seen as excellence in business
performance (eg the quality of the CEO, the power of the brand),
and some of these may also correlate as well as CM or even
better. This paper reports simply and unashamedly on the findings
of the research study, and they are worth restating. Companies who
manage customers well using sensible, observable, well-
implemented business practices are very likely to be best-in-class
business performers. Conversely, customers that do not set up good
customer management practices are likely to be poorer performers.

This in itself is an important finding and can be used to help
win the hearts and minds, and therefore the real commitment, of
senior management.
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The paper then examines the correlation between different
elements of a CRM model and overall business performance.
If the interpretation is correct, the conclusions are fascinating.
The focus on customer management should be holistic, initially
focusing on your people, measuring customer behaviours and
developing some basic common-sense customer management
processes. The initial focus should not be on developing
sophisticated IT systems, for these are enablers, not drivers, of
good customer management. If the customer management model
is poor, or not thought through, the enablers will simply enable a
poor strategy. Over-focusing on IT or over-complicating processes
may have a detrimental impact on business performance.

Do companies which manage customers well
actually achieve better business performance than
those which do not?
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Figure 1: The CMAT model of customer management

QCi’s CMAT model
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Assessing customer
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Figure 2: Example screen from CMAT

Table 1: CMAT scores, summer 1999
Average Range

%

Overall 38 28–45

Analysis and planning 30 23–40

The proposition 38 18–46

People and organisation 47 32–63

Information and technology 47 39–52

Processes 43 5–70

Customer management activity 36 25–49

Measuring the effect 40 17–54

Customer experience 20 6–37

Reality of current
performance
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Assessing business
performance
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Table 2: Panel member types

Financial specialist Senior partner in an accounting firm

Business specialist Senior independent business consultant

Senior business manager Sales and marketing director, software and services supplier

Senior business manager Business unit head of a senior client-side
— industrial marketing multinational company

Senior business manager VP of US multinational company
— consumer marketing

Panel

Business
performance
criteria
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Table 3:  Level of agreement among panel members on business performance rank-ordering task
 

Panel 1 Panel 2 Panel 3 Panel 4 Panel 5 Average
business

performance

Panel 1 1

Panel 2 0.78 1

Panel 3 0.83 0.83 1

Panel 4 0.66 0.71 0.88 1

Panel 5 0.84 0.78  0.93 0.91 1

Average business
performance 0.89 0.89 0.97 0.90 0.97 1

Panel
agreement
excellent

Variety of
companies assessed
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Analysis results — a positive correlation?
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Figure 3: Scattergram of overall CMAT rank versus business performance rank
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A very convincing
and exciting
correlation

Correlation
and cause
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What are the areas which appear to have most impact on
business performance?
F����
���������������������������������
�������
�����������
�	���������������������
��������������������	��
���������	����
����������������������������	��E�����������������������������������	
����������������������������������������������	�������������������		
����������������������������	��������������������
2

Table 4:  Business performance versus each area of CMAT model (rounded to one decimal place)

Overall Planning Proposition People Information Processes CM Measurement Customer
CM and and activity experience

performance analysis technology

Business
performance 0.8 0.6 0.6 0.8 0.5 0.5 0.7 0.7 0.29
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Figure 4: Correlation of business performance against each CMAT element
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So what does this mean for companies?
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Top three elements

Our interpretation
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Table 5: Essential principles of customer management

✔ Have you adopted a holistic model of customer management that makes sense to you and
your organisation (eg the CMAT model) and used it to plan your customer management
approach?

✔ Have you worked to understand customer value and behaviour, and determined which
customers you actively want to manage, and which you do not?

✔ Are you clear, as a whole organisation, about your core (profitable) customers’ core needs
and how these needs can be delivered efficiently without error, in a way that allows the
customer to enjoy the experience?

✔ Have you set up and do you measure the service standards defined in the proposition?

✔ Do senior managers reinforce basic customer management principles, show that they care
about customer service and cascade clear people targets related to retention, penetration,
acquisition and efficiency objectives?

✔ Are your people and supplier competencies and activities aligned with the achievement of
the only four things that matter — retention (often through excellence in customer service),
acquisition, penetration and efficiency? This is a leadership issue as well as a target and
remuneration issue.

✔ Do you listen to and act on the feedback from your employees? On balance, are they
happy at work?

Checklist
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✔ Have you influenced the key job roles in your or your suppliers’ organisations (not
necessarily customer facing) which influence the customer experience? Have you ensured
that jobholders are competent to enhance the customer’s experience?

✔ Do you have a system plan to support the holistic customer management approach?

✔ Have you identified the everyday core processes and policies, especially those which
impact on customer experience? Did you check that they are robust (nothing falls through
the cracks), customer friendly (customer perception) and measured (internal compliance
against set standards)? Have you done this for your company and your customer-facing
suppliers?

✔ Does the technology actually support the business model, or does it hinder good customer
management? Have you checked that the enabling systems are not overengineered?

✔ Is the customer experience of your overall proposition monitored and are any issues
quickly identified and remedied?
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Table 5: (continued )
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