Boosting Customer Loyalty and Return on Relationships
through Clicks, Conversations and the Supply Web

The Internet revolution has just begun, and already many of the eBusiness winners and losers
have been decided. The question now to be answered: Who will be tomorrow’s eBusiness
leaders? Who will bringing profit to eBusinesses through high performance Customer Service?

It is too early to identify precisely who those leaders will be, but it is possible to
distinguish eBusiness leadership attributes from those companies left standing. Tomorrow’s
market leaders will be those that migrate to highly interconnected supply webs and eBusiness
solutions that are not merely an adjunct to the business but are the very foundation of the
business. These eBusiness solutions will deliver high performance customer service and
transform the relationships between businesses, their customers and suppliers.

Clear winners will deliver the highest returns on their customer relationships by unifying
the worlds of clicks and conversations in a single, customer-facing portal. They will
successfully apply powerful technology to build and develop customer relationships.

Getting to that point requires sound, thoughtful decisions about information technology as
it applies to your business and your customers. It may require rethinking your service delivery
platform and strategy.

Making those tough technology choices begins by understanding where eBusiness started
— and where it’s going.

The evolution of eBusiness

eBusiness -- defined broadly as business assisted by Internet technology -- began about
five years ago with the widespread adoption of the Internet as a business tool.

Many organizations’ first experience with eBusiness involved posting a passive Web site
that contained general information about the company. Using the Internet for “brochureware”
was an important first step. Nonetheless, it was a static application that provided no support for
transactional information. New ground had been broken, but these applications barely scratched
the Internet’s powerful potential.

A few pioneers embraced eBusiness in a fuller sense, but they did so independently of their
core business strategy and of the core business itself. Most applications were transaction-based,
empowering customers to place orders online but to do little else. Principle measures of success
included number of page views and “click-throughs.” Businesses focused on measuring
interaction with the web site or application rather than with the business itself.

These early days of eBusiness are comparable in many ways to the first years of networks
for carrying electricity. With the advent of electricity, tremendous attention was focused
initially on a single application: creating light by switching on a light bulb. This development
was an important breakthrough on its own. Then an incredible wave of applications — not
even dreamed of when electrical networks were first conceived — came into being, and the
world changed dramatically.

Today, we’re experiencing an equally fundamental shift in the way we learn, work and
communicate. For the first time, the Internet has given us a powerful information utility, a
virtually unlimited resource for exchanging and applying information. In research labs around
the world, breakthrough applications for the Internet are being developed that will markedly
change the way we operate — again.



This incredibly powerful information utility is as important for business today as the
electrical utility was at the turn of the 19" century. It won’t be long before the information
utility is as integral a part of everyday life in the 21* century as electricity is today.

From supply chains to supply webs

The first wave of eBusiness is rapidly making way for the second as the Internet is
embedded in key business processes rather than treated as a separate channel or discrete
technology. Supply chains are being replaced by Internet-based supply webs that connect the
customer, company and multitude of suppliers in a seamless and interactive relationship.

We believe that eBusiness will achieve dramatic developments equal in magnitude to those
achieved via the application of integrated circuits. These circuits today are being molded into
literally billions of different combinations of applications that enable tremendous
breakthroughs in technology.

Thanks to these developments, the next wave of eBusiness is delivering an entirely new
customer experience, one that brings together the high-performance Internet and customer
interactions of all kinds — Web, phone, fax, mail, e-mail and face-to-face communications.

Customers will conduct business by any means, moving fluidly among communication
channels. And they will demand consistent, high levels of service across all channels, on their
own terms, whenever and however they need it.

As the new high-performance Internet enables the second wave of eBusiness, market-
driving enterprises must shift from isolated transaction-oriented customer interactions to
relationships that lead to customer loyalty.

From clicks, to clicks and conversations

Serving customers well across multiple channels of communication dictates moving from
one-dimensional to multi-dimensional relationships with customers. To achieve this,
companies must:

e -« Treat each customer interaction not as a stand-alone event but as one in a series of
interactions in an ongoing relationship — one that is not just “hyperlinked” to previous
transactions but also interconnected to other events in the supply chain.

e+ Unify channels to enable effective interactions with customers through their medium
of choice, whether through the web and clicks — email and electronic communications
— or conversations via phone or in-person

e+ Personalize interactions with customers to meet unique needs

e + Deliver proactive solutions by anticipating customers’ continuously changing needs

e * Empower customers to sell and serve themselves — while providing the option of
immediate live support that’s available 24/7.

For example, www.nortelnetworks.com includes an Internet Voice Button that connects
Web site visitors to a Nortel Networks agent immediately — either via Webchat or telephone
— with one click of a button. It enables account representatives to participate in interactive
information exchanges with customers, using capabilities that include follow-me browsing,
Web page push, screen capture, and live text chat in place of or in addition to the voice
interaction.

This new way of doing business requires a powerful infrastructure, integrated customer
interaction centers, a unifying customer relationship strategy and a rich customer data



warehouse that consolidates all customer information and enables a single view of the
customer.

As part of its Customer Relationship Management (CRM) effort, FedEx has developed
FedEx OneCall, a premier customer service program that provides enhanced service through
the use of dedicated and specially trained customer service representatives. OneCall uses CRM
software that captures information about customer transactions, building a database of
customer needs that enables root-cause analysis of customer trends and problems.

FedEx has also implemented a technology tool that enables its sales teams to access
relevant customer information, allowing them to access customer relationship details over the
Web using standard browsers or, in the future, through wireless handheld devices including
phones and palm devices.

Another example: a high-tech manufacturer monitors the customer experience on a per-
customer and per-region basis across 14 North American call centers. Data is captured across
all touch points, including phone calls, e-mails from technical support and customer-generated
cases. This information is captured in a central database, providing access to complete
customer information to sales, marketing, customer service and technical support.

In addition to enabling improved service, the information enables the company to identify
which of its customers are generating the most calls and to measure the cost to serve. This
enables the high-tech company to focus on its most valuable customers, building customer
loyalty and profits at the same time.

A new model for
the Customer Economy

The Internet is truly revolutionizing the world of business, changing the rules of
engagement with customers, removing barriers to commerce and empowering communications
and transactions through standard Web browsers and applications.

It has also changed the balance of power between customers and companies. Customers
today have access to more purchasing information, channels and choices. They can easily find
and defect to competitors who, just a click away, promise better offerings, lower prices and
better service.

Customers are more knowledgeable, more empowered — and more demanding. Acquiring
and keeping them requires a new approach.

The business model used during the industrial economy — and still used by many
companies today — targets customer satisfaction as its ultimate goal (see Figure 1). Companies
using this model strive to satisfy customers by delivering what has been promised and, where
possible, exceeding their expectations. They measure success by analyzing what has already
happened between a company and its customers.

This approach has worked well for many companies for years — but it will not be enough
to achieve competitive advantage in the Customer Economy. Companies using this model seek
a greater share of the customer’s wallet through repeat transactions for the same products or
through incremental sales and service fees. This leads to transaction-based, or market-share,
returns.

With transaction-based returns linked to customer satisfaction, the investment made in
customers can be lost if customers defect when a company’s product offerings change (or don’t
change enough) or if those offerings are outclassed by the competition.






