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This research examines what customer management processes businesses have in place to look after their customer base.  Anecdotal evidence suggests that small to medium business enterprises pay more attention to finding new customers than they do looking after their existing ones.  This is a hazardous strategy given that 80% of their future income will come from existing customers..  This research provides a baseline survey using a customer management audit tool to examine the business processes which businesses currently have in place.

This is the forth paper on customer management submitted to an ISBE Conference.  In 2003 the paper looked at Customer Management in SMEs and outlined the positive steps which SMEs could take to look after their customer base. Three developmental tools were provided for businesses to use these looked at customer expectations, customer focussed organisational design, techniques to encourage customer loyalty.  In the 2004 paper an examination was made of customer management in Business Links.  The 2006 paper concentrated in developing an audit tool to benchmark current practice.  This model led to a successful bid to the ERDF and £1.5 million being made available to launch Customer Wise in Objective 2 areas in the Northwest of England.

Some 320 organisations have attended presentations made by Customer Wise and from these by August 2007 some 49 had been interviewed by Customer Champions, of which to date some 15 had completed the Audit. The Customer Management Audit toolkit piloted in 2006 has been refined on the basis of feedback.   This paper will report on the initial findings and other issues which have arisen during the research.

Customer Wise felt it necessary to design a new Customer Management Audit (CMA) tool which one that focussed on benchmarking a business’s capability to meet the expectations of its customers.  This was after considering many alternative audit tools like British Standards ISO 8447.   The CMA features ten stages in the customer journey where performance indicators should be in place to ensure customer expectations are being achieved.  At the same time the Audit Tool aimed to stimulate businesses to reach higher levels of maturity by improving the business processes, and copied the project methodology used by Prince2 and the Capability Maturity Model (CMM).

Initial findings from using the Audit Tool suggest most businesses pay little or no attention to the business processes they have in place to manage customer’s interactions. Most businesses fail to reach the first level (out of five levels).  Level one requires businesses to collect information- such as the volume of customer contacts, or the skill base of customer facing staff, and/or recording customer feedback and complaints.  Most of the businesses ICT systems collected little information about customers which could be used to grow the business.

The Harvard Business Review now regularly features articles highlighting how businesses are neglecting their existing customer base and even abusing these customers with short term profit generation strategies.  Practice in the UK has been documented to be the same.  It is not surprising therefore that the interim conclusion of this research is that Businesses do not have processes in place to provide good service to their customers. 
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Current Literature on Customers 

Internationally there is a lively debate going on about the customer business relationship.  A few examples illustrate the importance of this researches agenda. 

“Companies and the Customers Who hate Them” in the Harvard Business Review. The paper by McGovern and Moon (2007) suggests the tide is turning because many companies encourage customers to make bad purchases – with a result that their profits depend on the most dissatisfied customers.

Another Harvard Business Review article by Meyer and Schwager (2007) “Understanding Customer Experience” they stress it is an absolute requirement to know how the business is doing with regards to the customer journey.  The paper goes on to point out “The problem of measuring customer satisfaction is that is does not tell anybody how to achieve it. Customer satisfaction is a culmination of a series of customer experiences or, one could say the net result of the good ones minus the bad ones.” 

The UK has a number of seminal studies that have not reached a wide audience. The Philip Cullum Report (2006) for the National Consumers Council is entitled “the Stupid Company – how British businesses throw away money by alienating consumers”.   This highlights the absence of any thinking about customer management across a wide spectrum of small and large organisations.

The works of John Seddon on lean management and processes to improve the customer experience continue.  Seddon (2003) continues to make representations to UK government committees that many of the new performance indicators they introduce result in no benefit for the customers,  because they divert staff away to concentrate on achieving top down targets which often introduce additional hoops for the customer to jump through, simply to check the targets are met.
 Previous Studies by the Authors

Since 2002, the Authors Hale et al (2003, 2004 and 2006) have been researching the implications of customer management. This has culminated in a number of papers to ISBE and other journals.

The 2004 paper looked at the impact the call centre business model would have on SMEs.  It found that concepts like the customer journey and customer management processes, were unknown to most SMEs.  The same issue was also missing from the agenda of organisations such as Business Link and the curriculum of small business training courses provided by colleges.  In the ISBE conference presentation it was clear that customer management was nothing new and was already dealt with through disciplines such as marketing, ICT, and HR. 

In 2005 the author looked at the implications for Business Links.  It reviewed the different standards and benchmarks which Business Links were employing to evaluate their customer interactions.  The conference feedback on this paper centred on two issues.  The first was organisational design – Business link could never reach more than 15% of businesses in its catchment business model based on advisers. Some Business Links like Hampshire were leading the way in adopting customer facing services which could reach larger numbers. Secondly reporting high scores for customer satisfaction provided no indicator that the customer management processes were delivering good services.  Customer First is the leading provider to Business Links – providing customer satisfaction measures – but without any drivers to review operational procedures.

In the 2006 paper the exploration on current customer management practise was continued.  The hypothesis being that businesses spend little or no time thinking about how they manage the customer experience.  Again, the literature reviewed inferred that traditional models such as applied in HR and marketing could be adapted to support good practise for customers.  The research review looked at all the quality marks and international standards that businesses could adopt to see whether they addressed meeting customer expectations. The conclusion was that most standards evaluate and quantify the internal processes taking place and therefore were in danger of concentrating on KPIs measuring internal operational process rather than judging the effect on the customer journey.  The problem was compounded by companies benchmarking these internal measures with other companies – with the aim of being best in class.  Again this could miss what effect these measures are having on the customer journey  John Seddon (Seddon 2003) attacked the ISO 90002, the most widely adopted quality standard,  as re-enforcing the fundamental flaw – ignoring the impact on the customer journey.

In 2007 the author secured ERDF funding of £1.56 million to establish Customer Wise.  The aim of Customer Wise was to support SMEs in Objective 2 areas to evaluate their current customer management practises and then to provide consultancy support to make business improvements that increased performance and productivity. 

The 2006 paper, (Hale 2006) developed tools and materials to be used to evaluate SMEs current performance in customer management.  The “customer health check” provided 10 areas of customer expectation and a scale of 1 to 5 with each of those.  The final output was a simple radar chart that summarised for the business their weaknesses and strengths in customer management processes.

The 2006 paper suggested the SME undertake the audit and then seek improvements using two further models.  The first “the hierarchy of customer expectation”, adapted from Maslow’s Hierarchy, provided guidance on what measures could be introduced to encourage greater loyalty from customers – from meeting basic needs to self actualisation.  The second “the control centre business model” provided an organisational model which SMEs could introduce if they wanted to be customer centric.

Since the beginning of 2007 the tools have been subject to extensive refinement and have been piloted with some 49 companies in the Northwest of England.

Development of the Research Tool – Customer Management Audit CMA

Aligning with international performance measurement methodology

The primary purpose of the CMA was to evaluate how well a business managed its existing customer interactions, to look at strengths and weaknesses, and to use this as the basis for an Action Plan improvement programme.

In the 2006, ISBE paper,  ten stages were identified in the customer journey.  Each stage was subdivided into five levels of compliance from one star to five star.  Numerous shortcomings were found in the model which have been addressed, and alignment made with international performance measure models, Prince2 and CMM.

Customer champions and consultants from a variety of disciplines provided feedback. Interestingly, conflict emerged in the design of the audit criteria with attempts being made to skew towards one discipline – particularly the marketing approach.  This lively debate forced a “what business are we in” type resolution and re-enforcement of the core purpose of customer wise, namely to encourage businesses to ensure they were adopting performance standards which reflected responding to customer expectations.

There has proved to be enormous enthusiasm for the Customer Wise agenda demonstrated by 320 people attending events featuring “Are you looking after your customers?” Given this interest the customer wise team felt that any audit tool should reflect the needs of the wider community. The aim was to create an audit tool in a similar format to other internationally recognised standards.  The standards considered were the British Standards, Prince 2 (Prince2 2007) and the CMM (Capability Maturity Model) (Software Engineering Institute 2007).

The British Standard BS 8477:2007 Code of Practice for Customer Service was published in April 2007.  The aim of these standards is “to enable the organisation to judge itself and can be judged by its customers”.    The BS is complemented by BS 8463, Specification for Customer Billing Practice and ISO 10002, Quality Management – Customer Satisfaction – Guidelines for Complaints Handling in Organisations. (BS Standards and Queensland Ombudsman 2007)  For those interested the Queensland Ombudsman provides helpful publications on the content and implementation of this standards.

The above British Standards provide a detailed description of the processes that a business should introduce for better customer service. The Key Performance Indicators stressed in BS 8477 refer to business benefits identified in the Harvard Business Review, namely the three “R”s - retention, related sales and referrals. 

The Institute of Customer Service research suggests that customers perceive the following elements as being most important, namely; - timeliness; appearance; courtesy; quality and efficiency; ease of doing business and problem solving.  The audit tool has therefore incorporated the above explicitly or implicitly – although using slightly different terminology.

A major shortcoming in embracing the British Standard is that they are an all or nothing process – pass or fail.  Businesses seeking adherence to the standard will therefore wait until they have all the processes in place so that when the BSI Auditor arrives he should be able to tick off that all the criteria have been met.  By contrast, the Customer Wise Audit was conceived of as a developmental tool, enabling the businesses to know their current situation and then to agree an action plan to identify the new processes that needed to be introduced to reach a higher level of performance.  

The authors therefore researched the structure of other international accepted performance standards – and identified Prince2 and CMM as being more appropriate because they have a structure which encourages businesses to develop and achieve higher levels, of what is called, maturity. 

Prince2 is the project planning methodology which is used for the implementation of large government contracts and is the leading methodology used by project planning professionals throughout the public and private sector.  The Prince2 maturity model is used either; - as a standalone maturity model for organisations to assess the maturity level for their use of Prince2, or, as a means for the contracting body to assess the organisations maturity level at managing projects.  Prince2 defines five levels of maturity;  1 – Initial, 2 – Repeatable, 3 -  Defined, 4 – Managed and 5 – Optimised. (Prince2.2007)

Another internationally recognised set of performance standards which has a market penetration on a par with Prince2, has been developed at Carnegie Mellon University – it is called the Capability Maturity Model (CMM).  The CMM was described by Watts Humphrey (1989) and provided a process model for software best practises effective in large scale, multi-person projects.  

CMM has since been developed at Carnegie Mellon University (Software Engineering Institute 2007).  Like Prince2 the CMM model is used to assess the maturity levels of organisation areas as diverse as software engineering, system engineering, risk management, system acquisition, and information technology or personnel management.

The CMM shares the same hierarchy of five levels as Prince2.

The Customer Wise Customer Management Audit has been designed using the same five levels of maturity as used in the Prince2 and the CMM methodology, and in Table 2 adapted them to complement the 10 stages identified in the customer journey.

Customer Management Benchmarked Across Academic Disciplines.

There are many competing disciplines providing consultancy support to businesses that affect the customer management process. In Table 1, the 10 steps in the customer journey identified by the author have been benchmarked with the contributing disciplines.  

Table 1 describes what the customer expectation is for each stage in the customer journey.  For example for stage 5 the Service Delivery level - customers are expecting a 24 hour service from first contact to the goods being delivered to their business.  Customers have no interest in supply chain techniques, what measures the experts employ such as stock turnover rates, they just want the product when they expect it. 

One feature of how consultants work to help companies, is that the business issues that they are tackling have already been identified by the business owner and a consultant sought with those skills. So for instance poor sales - requires a marketing expert, slow production requires a supply chain consultant and a staff retention problem requires a training or human relations consultant.  There are no specialists to advise businesses on customer management issues, requiring Customer Wise to train a team of specialist advisers called Customer Champions, to fill the vacuum.

In Table 1, the 10 stages have been compared with the inputs of the traditional disciplines.  What is important to note, is that the traditional disciplines have adopted a whole range of specialist performance standards to meet their needs, but that when achieving these KPIs they will not necessarily lead to any benefit for the customer.

To illustrate this point with an example, for stage one is “customer contact”, with the customer expecting to get through to the business first time to a person who can execute the transaction.  However the internal driver for the Customer Service is different, it can be to achieve answering 80% of calls within 20 seconds.  This KPI allows the business to calculate the right staff levels that will needed to achieve this level of service without being under or over manned.  Consequently it is impossible for the business to meet the customers 100% expectation. In this most crucial first step in customer journey Seddon (2007) reports that 80% of the time customers do not get through or are not able to talk to the right person. 

Similarly with the supply chain KPIs the internal drivers are concerned with production; stock levels, eliminating waste.  These KPIs satisfy internal administrative and financial requirements but at the same time mitigate against the customer getting delivery when they want it.  

The important point, which Table 1 makes, is that the customer journey KPIs are often in conflict with those which the professionals use within the business. Seddon would argue the barometer for any process decision should be how does this action benefit the customer journey.

The rate at which businesses begin to adopt the customer centric performance indicators and modify the usual professional internal indicators, will signal a sea change in current management practice.  Such a profound change will spill over into every aspect of the business operation. 

This change is likely to be fiercely opposed by the traditional departments in a business.  Signs of this resistance are already evident In the implementation of the CMA where Customer Champions quickly they revert back to their comfort zone – the specialist consultancy field – abandoning the central tenet of Customer Wise.

The Design of the Customer Management Audit Tool (CMAT)

The design of the CMA brings together a number of desired outcomes, these are: -

· The CMA is simple to administer and provides the business with an immediate status report, and the platform from which to develop an action plan of process improvement. 

· The CMA retains the 10 steps in the customer journey as the heart of the Tool to ensure that is remains the focus for the audit.

· CMA diagnoses the level the business is starting from, and provides a route way through the processes it needs to achieve higher levels of capability in customer management.  The levels used are the same as those used in the Prince 2 and Carnegie Mellon “Capability Maturity Model”

Documentation for Customer Champions

The following documentation was prepared for use by the customer Champion.

1. An audit tool (Table 2) which provided tick boxes, which could be totalled and the numbers plotted on a radar chart (see Table 3).  

2. A key issues fact sheet – derived from the Cullum report (2006) which provided information about the issues involved, based on customer feedback. 

3. A more detailed Customer Champion manual, which outlines the steps, a business might take to improve its customer management in each of the 10 areas.

4. Contact Details, ERDF Return forms and Action Plan document.

The Ten Stages in the Customer Journey

The stages in the customer journey have been abbreviated; they match the 10 points in Table 1. The customer journey includes 10 opportunities where the business can impress by meeting customer expectations -
· 1 Customer Contact - The customer expects to make contact with the business and get a response (ideally first time).

· 2 Employee Skills and Knowledge - The customer expects to be answered by a person who is knowledgeable efficient, polite and helpful and who can action the transaction

· 3 ICT systems and software - The customer expects the person answering the phone to have access to all previous contacts through ICT systems and databases, and able to action the transaction and monitor its progress.

· 4 Customer Feedback  - The customer expects the business to take notice of any  feedback,  positive or negative and take action to improve processes and even thank them for the feedback..

· 5 Service Delivery - The customer expects the product or service to be delivered or supplied quickly – 24 hours is now usual with web transactions – or at least delivered when the customer wants it. 

· 6 Transaction Processing - The customer expects the business to complete the transaction as promised and for a person to contact them to inform the customer of any unforeseen delays or problems.

· 7 Customer Knowledge - The customer expects you to know who they are, by undertaking market intelligence about the types of products and services you might buy.

· 8 New Product Development - The customer expects a business  to have new  products and services, and improved processes for doing businesses .

· 9 Staff Empowerment - The customer expects the person answering the phone to be able to sort out the problem first time - even give you a refund or replacement.

· 10 Business Reputation - The customer expects the business to have a good reputation in the way they deal with staff, other businesses and the community at large. 

The Prince 2 and CMM Levels of Maturity

The five capability and maturity levels are described below in the CMM terminology. The Software Engineering Institute website provides detailed explanation and interpretation. (2007)

	Level 
	CMM clarification
	Customer Wise Terminology

	Level 1
	Initial
	(chaotic, adhoc, heroic)
	the starting point of a new process
	Collect information

	Level 2
	Repeatable
	project management project discipline
	the process is used repeatedly
	Regular reporting 

	Level 3
	Defined
	(Institutionalised)
	the process is defined/confirmed as a standard business process
	Performance Targets

	Level 4
	Managed
	(quantified)
	process management and measurement take place
	Planned Improvement 

	Level 5
	Optimising
	(process improvement)
	process management includes deliberate process optimisation/improvement
	Continuous improvement 


The language of the five levels has been adapted to better explain the needs of the customer journey. An example of how it has been adapted is below 

Stage 1 - Customer Contact 

· Level 1 – The business collects information about all the contacts customers make by every channel – web. Phone, emails, mobile.

· Level 2 – The collection of the information becomes a regular business activity and a tool for analysis – the reports might highlight service failure – e.g. where the customer could not get through to the right person first, second or third time.

· Level 3 - The information collected provides the basis for making forecasts and specifying acceptable performance, and highlighting where performance is not acceptable.

· Level 4 – The business becomes pro-active in deciding the performance it would like to meet to match customer expectations and invests resources into developing the new customer management processes.

· Level 5 – With the sound process in place the business can then build upon them to streamline processes, identify productive and unproductive contact channels and improve their performance or invest in new systems where blockages in current systems cannot be changed.

The other nine stages have all been broken into the five levels of maturity.  These are shown on Table 2 Customer Management Audit – Performance Criteria. In total, there are 50 processes that a business needs to introduce if it wishes to achieve excellence, that is reach Level 5. 

Radar Chart 

Table 3 – Radar Chart – Maturity of Customer Management Processes provides a visual summary by extracting the levels for the business from Table 2.

The Radar Chart provides a simple graphical tool to prompt discussion.  The Customer Champion would discuss with the business owner which stages have priority and agree an action plan to support development to the next level.

Research Methodology

The research study began in April 2007 and will continue until May 2008.  A number of research studies are underway.  This paper concentrates on the results of administering the Audit Tool.  Others will look at all other effects that this ERDF project has had in the region and with participating businesses.

Identifying Businesses to participate in the Research.

The ERDF funding obtained for this research limited the numbers of businesses who could take part.  The eligible businesses had to be located in Objective 2 areas (not transitional areas) in the Northwest of England. 

Objective 2 helps regions to overcome economic and social problems. Eligibility depends both on national and European population ceilings (18% of the EU's population) and on specific socio-economic criteria: areas undergoing economic change in industry and the service sector, declining rural areas, urban areas in difficulty and depressed areas dependent on fisheries.

(Evans 1999)  The EU produces a map and postcode of the eligible areas. 

Customer Wise purchased a database of 54000 eligible businesses.  The Customer Wise Web Site provides a postcode checker for businesses to log onto to ensure they are eligible for assistance. (Customer Wise 2007)

The database was used for a telesales campaign to contact businesses and equally importantly ensure contact details were correct and to obtain an email address. Some 1200 businesses were contacted in this way and directed towards the public events, or if they were unable to attend, given details of Customer Wise, who after an initial discussion arranged a visit by a Customer Champion.

Public events have been held in locations surrounded by Objective 2 postcodes.  Events took place in East Lancashire, Cumbria and East Manchester (Tameside).  The events were preceded by extensive publicity using local radio, adverts in local papers and features in business publications.  

Attendance at the events will be approximately 350 people – of which some 100 were eligible businesses.  The other participants were banks, business advisory organisations and businesses from other areas.  The feedback forms confirmed enormous interest in the agenda of improving business performance by improving how they looked after customers.

Customer Champions were recruited who had previous business consultancy experience. They were encouraged to identify past clients who they felt needed Customer Wise support.

So far, some 20 eligible companies have been identified in this way.

Customer Wise is included in the online Suppliers Directory, which the new Northwest Business Link launched in April 2007.  This has led to the Business Link Advisers Brokerage Service signposting 10 eligible companies to Customer Wise.

Forming a team of people to Administer the CMA

A team of 15 Customer Champions were recruited after a selection process that included an Assessment Centre screening. The team of Customer Champions were identified through the following partner organisations; CallNorthWest, a network which includes consultants and intermediaries with expertise in customer focussed organisations;  Pendle Enterprise and its partner enterprise agencies in the Central and East Lancashire; Tameside Council Economic Development Unit who provide ongoing assistance to businesses in their area and Lancashire Business School has provided lecturing staff.

The role of the Customer Champion is to provide support to all business allocated to them.  This would include administering the audit, agreeing an action plan, referral to other specialist support and on-going handholding.  

The Customer Champion Team have been given training about the objectives of Customer Wise, the types of support which are available, information about other ERDF support available through the University.  The Customer Champions attended regular reviews where all aspects of the project were discussed.  Indeed the feedback led to many modifications of the Audit Tool and administrative procedures.

Research Findings

By August 2007, Customer Wise had received interest from 120 businesses of which approximately 90 were eligible.  Of these some 46 have had an initial visit from a customer champion.  The customer champion was given discretion on how to approach the business and what materials to use.  By August 2007, only 16 Radar Charts had been completed.  Some of the initial findings are described below.

Are Businesses Interested in Customer Management Processes?

Feedback information from those attending events and participating is consistent – enormous interest. For most business owners, it seems that customer management is a new agenda as they have never given much thought to how they look after existing customers. They quickly see where their current practises might be seen as abusing customers, i.e. taking them for granted or neglecting them.  For example the question “who answers the phone and are they trained to do so”, usually results in a horror story where an important client was confronted by a “temp” from the agency with an “attitude” problem.

Marketing campaigns were perceived by many businesses as their customer contact strategy, although this does little to look after existing clients.  A new web site and e-commerce being seen an urgent “must have” to ensure they are part of the Internet revolution. They feel the  pressure is always on to find new customers and marketing and web design companies can claim to do that. Local grants for web site design and marketing studies provide an incentive to go down this route.  By contrast, business owners would admit paying little attention to existing customers – except for occasional golf day and outings to the races for the big clients.

Effectiveness of the Intervention by Customer Champions

Customer Champions have the discretion to engage with the business in the most effective way and to address issues which the business gives priority to.  The audit tool has consequently only been administered to about one third of businesses. What appears to be happening in many cases is that the Customer Champion moves straight to an action that mirrors their field of expertise.  As a result, there are a potentially disproportionate number of action plans which request market research studies, or supply chain issues or the need for a web site. 

Feedback on the Audit Tool from Customer Champions has reported that the earlier versions were too complicated and took too long to administer.  This paper includes the latest revised version which covers the same issues but is responding by making it more straightforward to administer.  In the future, there will be a greater effort to ensure that the Audit Tool is completed by all businesses so the researchers can judge performance improvements in a transparent and consistent way.

Results from the Audit Tool

The Audit Tool has been administered with 15 companies.  The Customer Champions also return visit reports and action plans.   In Table 4 below, the details of the scores have been extracted from the Radar Charts.  The names of the business have been withheld, with the business type and number of employees included. 

The 15 businesses are a sample of businesses who have participated to the point of completing the Audit and Radar Chart.  No statistical analysis is made at this stage, but may be done so,  after the Audit Tool has been administered in a more consistent way with a larger number of businesses.

The 15 returns have yielded a great deal of qualitative information about customer management in small businesses.  Observations on the results are below they stress the variations within each of the 10 stages of the Customer Journey.  The analysis has concentrated on seeing how people fit within each level of the CMAT.  

No 1 Customer Contact

Many Businesses are not up to Level 1 because they collect no information about customer contacts.   Logging customer contact is not an easy exercise as it requires a survey that involves staff recording all types of contact they receive. In one organisation where this level 1 mapping was begun – it started with a select group of co-operative staff.  Emails presented a particular problem as they were considered the private property of the employee - even though the business is providing the facility for business use.  Many web sites were not accompanied by sophisticated analysis tools that produce useful information on levels and sources of contacts. Without this information, the business is flying blind – and has no understanding of the contribution individuals are making looking after business customers.

Businesses at Level 3, 4 and 5 will normally have a single gateway for customers to use such as a single phone number, email account.  For person-to-person meetings the business will log details on the company CRM system. These businesses can count every interaction.  They can monitor lost calls, types of calls, emails and web hits probably using a single telephone and database.  Every staff member holds customer records in the same information bank.  These businesses have dedicated customer-facing staff, usually highly trained, and the business is able to match call volumes with staffing levels. 

No 2 Employee Skills

Businesses at level 1 or below typically have not differentiated between the skills or an employee to do a specialist job and those of customer facing staff.  Everybody in the organisation is involved in dealing with customers.  From a customers point of view this can lead to a high probability of service failure – the right person might not be in and the customer has to call back, or poor customer service because the person who answers does not know what they are talking about.

Reaching levels 2 and 3 can be problematic for most organisations.  At one extreme every member of staff can be trained in customer service, but it this a good use of high-level resources.  On the other hand, it can be complex change process re-organising job roles, and perhaps downsizing Departments. – this requires enormous commitment from the business.

Businesses achieving levels 3 and above are likely to have dedicated and highly trained staff in customer facing roles. All the staff will share the same information base and telephony. From a customers point of view there is a seamless service with a knowledgeable helpful person available every time they contact the organisation, by whatever channel.

No 3 ICT Systems

Customer facing staff can only be as good as the information they have to hand, this information is normally delivered on a computer screen.  

Businesses that are up to level 1 are characterised by customer records being kept in a multiplicity of departments by a multiplicity of people.  The customer journey will inevitable be tortuous being passed from one person to another to check progress.  Level I is achieved when attempts are made to bring it together and identify important information about business won as well as business loss through poor processes.

Businesses at level 2 and 3 will be aware of all the client information which need to be brought together and allow selected staff to access the different systems.  The simple step of a unique ID for each customer improves accessibility and the ability to update records.

Businesses at levels 4 and 5 have a single CRM system with one client record per customer. Furthermore the system will log all contacts whether by web, email, phone or in the retail department.  All departments will have access to the system and customer management processes will clearly delineate who is responsible for each stage of the customer journey.

No 4 Customer Feedback

The businesses at level 1 regarded people making complaints as a negative issue that had to be dealt with on a one to one basis.  There is no understanding that these complaints provide vital feedback where one complainant can be representing a large number of customers who do not bother to complain.  Similarly, customer feedback is not part of any process improvement process but just happy sheets for internal use – with little likelihood of change resulting. At level 1 businesses will be expected to be logging all feedback and forwarding it for action leading to process change.

Businesses at level 3 and 4 appear to be searching every avenue to ensure the service they provide is meeting expectations.  This involves pro-actively seeking feedback including feedback from staff and suppliers.  A constant programme of process improvement is going on to address the issues and identify opportunities they present.

No 5 Service Delivery

Businesses who are below level 1 pay little or no attention to how quickly the customer transaction takes place.  The time the transaction takes is rarely monitored, presuming that individuals and departments will process tit as quickly as they can.  Without monitoring a product or service from initial enquiry to job completion – the supply chain has no customer centric measures.  For example financial processes that are based on monthly invoicing can delay the completion of a sale.

Business of level 3 and above will track order completion times – and spot hold-ups and do something about it, if they can.  The same discipline can be applied to services – so for instance the Accountant is acutely conscious that their client wants quick service to get the tax refund out of which their fees are paid.

One exception, which affects a number of businesses, is that complaints and returns are not included on the transaction time – being considered a separate activity where for instance a 30-day resolution time is deemed acceptable.  Customers do not see it this way – research shows that the returns policy is an important consideration when choosing a retailer. (Padmanabhan V: 1997)

6 Transaction Processing

Number 6 involves the number of people and departments involved in making the transaction happen.  It might be argued that with very few people employed does micro businesses are not affected. If the bookkeeper is on holiday what happens, does this business go ahead without the routine credit check. 

In businesses operating at Level 1, everybody is involved in getting the job done, irrespective of the complexity of the role.  The workload of the most senior people is just as likely to involve simple routine tasks. Many transactions pass from desk to desk because that is always the way it has been done. Walking the transaction can provide a valuable insight into wasted or misspent time involving unnecessary delay to the customer.

In level 3 and above there is likely to have been workflow analysis with tasks being analysed by complexity.  Tasks can generally divided into three categories; simple repeat enquiries; transactions where some discretion is required and high level tasks that can only be undertaken by a specialist.  The Florist Business for instance receives hundreds of orders per day via a web site, these are routed automatically to local shops, and all billing done by credit card online.  Each task has been assigned a protocol that determines the routing of the enquiry.  As a backup, the business has a 50-seat customer service centre to handle more complex orders, for example arrangements for large weddings. Every task has been analysed and in most instances, a protocol agreed which allows staff to use their discretion in how to process the order – or respond to mistakes.

To achieve level 3 and 4 businesses based on traditional organisational design need to consider re-engineering their activities if only to distinguish between customer facing jobs handling the routine and discretionary tasks and those expensive specialists needed to do the highly complex work.  In the high level business, there is a constant challenge to make things simpler and quicker – if not automated.

7 Customer Knowledge

Whilst many businesses requested market intelligence studies from the Customer Champion, there is little evidence that they collect such information routinely or that pro-active marketing results.  For most businesses, it seems to be the customers who do the research and find them rather than the business find the customer.  Even these customers are not looked after or encouraged to do more business. 

At level 1, which is where most businesses appear to be, every customer appears to be treated like a one-off, even if they return again and again. The business has no processes in place to collect information about them, and therefore no information to use.  Ironically all the businesses have access to a lot of customer information for it is needed to do mailings, financial administration, sales contracts and prepare guarantees. However few businesses appear to use this information to develop their customer base. Even in small businesses where the  regular customers become almost friends there appears to be little attempt made to nurture them for additional business.

At Level 3, 4 and 5 the business seems to have a constant thirst for more and more knowledge about their customers.  The databases that hold the information become the repository of information on buying habits and social status, and bad debts.  Loyalty cards plus a steady mailing of vouchers and other offers encourages people to return.  The information provides the basis for an in depth look at what they are buying, how they are buying – what credit arrangements, and what other things they buy at the same time.

This type of business database includes the stock control information – which allows forecasting of future demand and enables business to have the items in stock when they are wanted. They never lose a sale because they are out of stock.

Table 4 Radar Charts – Summary of Capability Maturity Level 

	Staff No
	Type
	Customer Management Tool 

	
	
See table 3 for titles
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	2
	Consultants Accountants
	
	
	
	
	1
	
	
	
	
	1

	1
	Venetian Glass Machinery
	2
	0
	3
	1
	0
	0
	1
	3
	4
	2

	15
	Activity centre 
	3
	3
	5
	1
	1
	5
	3
	3
	5
	3

	3
	Cottage letting agency
	2
	2
	2
	2
	2
	3
	
	
	
	

	8
	Rugby Club
	2
	
	0
	
	
	0
	
	0
	0
	

	4
	Timeshare development 
	
	
	2
	2
	
	
	
	
	0
	2

	18
	Wholesale Distribution
	3
	5
	3
	2
	3
	3
	3
	2
	2
	2

	10
	ICT Services
	1
	1
	1
	1
	2
	1
	1
	1
	1
	1

	3
	ICT Broadband etc
	5
	4
	3
	2
	4
	5
	5
	4
	5
	2

	2
	Training
	4
	1
	2
	1
	2
	2
	2
	1
	3
	4

	5
	Soft furnishing manufacture
	4
	1
	4
	1
	2
	3
	2
	2
	3
	1

	2
	Spreadsheet training 
	3
	2
	1
	0
	4
	0
	0
	4
	4
	1

	10
	Courses, Home support to clients
	2
	4
	2
	3
	4
	2
	2
	0
	2
	3

	3
	Manufactures Equine Products
	1
	2
	5
	0
	0
	0
	0
	1
	0
	0

	4
	Racehorse Training
	0
	1
	3
	0
	2
	1
	2
	1
	0
	4

	100
	Florists
	4
	2
	4
	4
	5
	5
	5
	5
	3
	3


8 New Product and Service Development 

For the businesses at level 1, which was predominantly the micro businesses, having a strategy for improving their offerings to customers appears to be ah-hoc.  Improvements do take place all the time with suppliers introducing new lines, e.g. software upgrades, which they want the business to try; advancement in technology with mobile phones enabling easy communication; having to use credit cards which enables customers to buy on credit are a few changes thrust on businesses.  New ideas come from customers asking for unstocked items or services – which once introduced can be offered to other customers.  Level I is a reactive change strategy.

Businesses achieving level 3, 4 and 5 constantly strive to be on top of the game, indeed driving their customers expectations higher as more sophisticated offerings become accessible. They use techniques like value analysis to provide a more sophisticated appraisal of what the customer’s purchasing decision is fulfilling – and how further value can be added.  The accountant’s customer as well as audited accounts might need investment advice, computerised accounting, wages paid – and the business can, if it chooses, expand its services. 

9 Staff Empowerment

For micro businesses, this issue arises when the boss goes on holiday. What does the business do – close down – or empower the staff it leaves behind to carry on as normal. Businesses at level 1 will aim to anticipate any routine problems that will arise and advise staff what the correct protocol will be in that circumstance.  This is ad-hoc and works effectively only where there is a loyal band of staff “who have seen it all before” to continue the business as usual.

For businesses at levels 3, 4 and 5 staff empowerment becomes a vital part of the businesses development. It provides a vehicle for succession planning with a pool of staff waiting to fill gaps through job loss or expansion.  It provides staff with responsibility and jobs that are more interesting.  It encourages staff to seek to improve and develop the business where they see shortcomings.  

These businesses will research the decisions, problems, complaints which customers bring to the business and plan for as many contingencies as possible – on a par with disaster recovery planning – and design protocols for staff to use as they deem appropriate. . In this scenario, the business is able to provide the customer with first time resolution of any issue.  Only two businesses in the sample operate at any where near this level.

10 Business Reputation

Most businesses acknowledge the importance of having a good reputation.  For businesses at level one they may be aware of having a good reputation because customers tell them that is whey they came. For most however they see the reputation simply as having the goods and providing the services a customer wants, doing a good job, so the customer comes back again and again.  In fact, these 20% of customers will account for 80% of turnover according to Pareto’s law. As we have seen few businesses keep records of their customer base and have no source of information on why customers feel they have a good reputation.

Businesses at level 1 and 2 begin to see the importance – perhaps because they have witnessed first hand or heard what happens when a business gets a bad reputation – customers desert it very rapidly.   It makes these businesses more sensitive to; receiving complaints; letters about them in the paper; environmental issues, listening to customers’ comments and local community happenings.

Businesses at level 3 begin to be pro-active – seeing the ways of building up a reputation.  They also see that the actions of employees, and comments made in the community where they live,  become the PR for the business.  Staff awareness sessions on how the business is perceived in the community – and inviting staff to make suggestions on steps to improve their reputation can lead to great fun for all.  For businesses, it is the power of the business name or brand, which provides customers with reassurance and confidence to stay customers.

Businesses at levels 4 and 5 are involved in meeting the whole CSR –corporate social responsibility agenda – that means looking after staff, the community and through its products and services and business processes looking after the planet as well.   Businesses can enlist the help of customers to tackle community issues. For example, schemes like 5p in the £1 this week will be donated to the local school.  Businesses operating at this level want to be well known locally and nationally.  Only one business can be said to be operating at this level.

Summary of Research Findings

Customer management processes pays by improving performance and profits!  This would be the most important research finding as it provides a real incentive to getting businesses to invest in customer management processes, and to seek advice and support from Business Link and other agencies.

Unfortunately at this stage in the research, data does not prove this the case.  However from the small sample it can be observed that the businesses that score highest in the Customer Management Audit are also the ones growing most quickly and the ones with greatest profit potential.

A business adopting a customer management strategy in any of the 10 key areas does lead to improvement and savings.  Again, at this stage the research can only provide anecdotal evidence.  Visits from Customer Champion’s visit do result in owners and managers urgently seeking to find out what is happening to customers in their business.  This might start with a survey asking staff to report on customer contacts, and give some feedback.  Quick wins are taking place – such as identifying people who never answer the phone or do so badly, or spotting repeat calls about the same issue that can be resolved by changing a simple process.  Evidence of big gains in performance and productivity will have to await the next phase in the research.

Future research will need to demonstrate that businesses are adopting performance indicators that benefit the customer.  Again anecdotally introducing such changes is already being challenged because it cuts across existing operational practises.  For example clearing payments and invoices in the traditional 30 day cycle in the finance department – even though it lengthens the transaction flow and potentially loses the sale, are processes hard to change. 

Implications for Policy Implementation and Application

This research finds that scant attention is paid by most businesses to having processes in place to look after existing customers.  The evidence suggests that those businesses that do have high-level customer management processes in place are the growing and profitable businesses.

As demonstrated by regular articles in the Harvard Review and reports from National Consumer Council, there is a growing realisation that most businesses treat their customers very badly through neglect and even at times by abusing their good nature.   These articles are advising businesses to go back to basics – to follow a the customer journey and understand the hurdles, the swings and roundabouts that customers have to fight through. Otherwise, the Harvard Review forecasts short term gain – but long-term disaster as more customer friendly businesses capture their customer base. 

It is argued that Marketing, Customer Relationship Management, Supply Chain Management, Human Resources Management and other traditional disciplines provide the knowledge and skills required to run customer focussed organisations.  However this research shows that the performance indicators commonly used might optimise internal performance but do little to improve the customer experience. 

It is only when performance indicators are adopted that measure improvements for the customer that the Customer Wise agenda will make headway.  This may, however, be a long haul for it requires educators and consultants to include it in their agendas.  Currently professional training and business courses pay scant attention to customer management processes.  

Another potential source for change is through British Standards and other kite marks. – However, they are not widely adopted in SMEs unless there is a compulsion to do so.  Customer Wise considers that the methodology used Prince2 and CMM is likely to be much more productive and this guides the business through a series of capability maturity levels.  The Customer Management Audit provides such a tool, giving the business the opportunity to take stock of where the business is starting from – and then provides a route map of the processes it needs to put in place to advance to excellence at Level 5.

In a years time the authors will report in more detail on how Customer Wise has worked with businesses to increase their customer management processes.  This will be complemented by other research in Lancashire Business School, led by Professor Bob Ritchie and Giles Mcclelland.
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	TABLE 1

Customer Performance Indicators contrasted with Specialists Internal  Performance Indicators 

	Stages
	Stages in Customer Journey
	Customer Performance Requirements
	Complementary Discipline
	Performance Indicators

	1
	Making contact with the business to do business.  

Contact person, by phone, email, text or web
	Customer Expects immediate and helpful Response
	Customer Service
	· 80% within 20 Secs

· AHT – average handling time

· Staffing levels – cost effective levels

	2
	The employee talking to the customer can deliver the service required, efficiently and politely.
	The customer expects to be greeted by a helpful and knowledgeable employee.
	Training and people development in customer service
	· Training to handle customers effectively

· Full knowledge of product and service delivery

· Updating staff for new services

	3
	The employee has access to all data on the customer through the telephony, hardware and Software provided by the business.
	The Employee knows who you are and has records of all the customers dealings with business
	IT, Telecoms, Software and hardware 
	· System can handle call volumes

· Meet clients needs incrementally

· What the client can afford

	4
	The business welcomes complaints and feedback from the customer.
	The customer expects complaints to be resolved and the business to learn from feedback and improve processes so it does not happen again.
	Training and people development in complaints and call handling
	· Nos complaints in complaints department

· % customers retained by customer Retention Department

· no process changes implemented from feedback

	5
	The business provides speedy delivery of the product or service
	The customer expects an immediate transaction by credit card and delivery of the product or service within 24 hours or to meet their home/work times
	Supply Chain Management, logistics, facilities management (Hugos 2005)
	· High utilisation rates – long production run

· Low inventory levels – short production run

· High levels of customer service: high inventory, short production run

· Investment, finance and cash flow targets.



	6
	The customer likes to be kept informed on progress of transaction via a help line or online
	The customer would ideally like to deal with one person throughout the transaction and after sales.
	Organisational Design

(Macmillan 2002)
	·  Traditional OD design

· Size

· Role Clarity

· Specialisation

· Control.

	7
	Existing loyal Customers like to be remembered and kept in contact.
	Loyal and especially important customers want to feel valued and looked after
	Customer Relationship Management, Customer marketing, market research
	· Customer acqusition

· Customer loyalty

· Customer segmentation

· Profitable/unprofitable customers.

	8
	Loyal customers look for other additional products from the same business
	Customer intimacy is achieved when all the customers shopping is with the same businesses
	Value Analysis, New Product Development
	· Value Analysis Matrix

· Function Cost Matrix

· Value Improvement

· Customer Lifetime value.

	9
	When problems occur the business deals with them quickly and effectively.
	The customer expects the employee to be able to resolve the problem without delay and procrastination
	Human relations practises to allow empowerment of staff by management
	· HR has to 

· recruit, 

· retain and 

· develop talented people

	10
	Customers only want to deal with reputable businesses
	The customer now looks beyond product and service and wants to know if the business is one they are happy to do business with.
	Corporate Social Responsibility
	· Socially Responsible for products and processes 

· Socially responsible employee relations

· Good member of the community


	TABLE 2

Customer Management Audit – Performance Criteria for Levels of Capability

	
	Stages  in Customer Journey


	Level 1-Initial

Collect Information


	Level 2-Repeatable

Regular reports
	Level 3 – Defined

Performance - Targets 
	Level 4 – Managed

Planned Improvement
	Level 5 – Optimised

Continuous Improvement

	1
	Customer Contact Details


	Little or no information complied about customer contacts
	Information routinely compiled  in standardised reporting format templates 
	Targets derived from data and forecasts made for future 
	Key contact measures defined by management and resources allocated to ensure compliance
	Proactive action to increase customer contacts & reduce missed/failed opportunities/calls.

	2
	Employee Skills and Knowledge
	Little or no information identifying  which staff perform customer facing roles
	Customer Facing staff  given regular staff development training - mentoring
	Targets and measures put in place on performance of customer facing staff 
	Strategy for customer interaction with dedicated team and resources allocated
	Appraisal of specialist staff and actively seek business opportunities for higher level tasks

	3
	Information, Communication Technology, CRM and database software.
	Little or no information collected about types of customer records kept across the business. 
	Regular reports about customer transactions for the whole business.
	Customer Information needs defined in relation to critical success factors 
	Data collection strategy put in place and resources identified to update ICT


	ICT system improvement to improve business critical data.



	4
	Customer Feedback
	Little or no information recorded about customer feedback and complaints.
	Regular reports compiled on feedback highlighting trends 
	Performance targets set for feedback and changes monitored
	Strategy to manage feedback and resources to implement process changes.
	Optimise feedback channels to increase business and product development.

	5
	Service Delivery 
	Little or no information recorded on service delivery times for some products and services.
	Reports on service delivery performance and variations across the business
	Targets set for delivery times for all products and services. Variance reports produced
	Management define customer centric delivery times and allocate resources to achieve them 
	Identify processes for improving delivery and introduce incremental re-engineering 

	6
	Transaction Processes
	Little or no information collected on people involved in customer transactions.


	Regular reporting on transaction times to highlight problems and opportunities.
	Set targets for transaction times after workflow analysis by task. 
	Management align complexity of staff with tasks and resources for re-engineering job roles. 
	 Continuous drive to improve processes with new working practises introduced as required.

	7
	Knowledge of Customers


	Some external market research undertaken without using data on existing customers
	Regular reports compiled from internal data for finance, marketing and production
	Targets set and monitored for changes in customer behaviour. 
	Market research strategy to identify data needed across business and resources to implement 
	Information collection enhanced for customer segmentation and competitor analysis.

	8
	New Products and Services
	Little or no information on new product launches and report  process improvements 
	Regular reports on product and process improvements.
	Targets for product changes set and variances reported.
	NPD strategy developed using value analysis techniques & resources allocated for investment.
	Active NPD and process improvement with customers, suppliers, and marketing.

	9
	Staff Empowerment
	Little or no identification of processes which are causing problems and can be easily resolved. 
	Regular reports on areas where staff were unable to resolve issues without referral higher up
	Targets for first time resolution across the organisation and agreed variations 
	Strategy to aim for first time resolution and resources for staff empowerment programme 
	Empowered staff encouraged to drive improvement in all parts of business

	10
	Business Reputation 
	Little or no awareness of industry codes of practise which should be adhered to or any external publicity. 
	Regularly communiqués on adherence to codes and publicity for internal circulation. 
	Establish targets for code infringement, and publicity campaigns
	Management strategy on Corporate Social Responsibility and resources allocated for implementation
	Strategic network partnerships established with customers,  suppliers and stakeholders 
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The Customer Management Audit  (copyright)





Name of Business………


……………………………………..





Customer Champion


…………………………………





Date of first visit …………….





Instructions – put cross on level for each of 10 indicators – then draw line connecting the crosses.  Action Plans should be highlighted with arrows pointing to the level to be achieved




















Adapted from the Capability Maturity Model and Prince2 
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