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About Accenture

Accenture is the world's leading management
consulting and technology services company.
Committed to delivering innovation, Accenture
collaborates with its clients to help them realize
their visions and create tangible value. With deep
industry expertise, broad global resources and
proven experience in consulting and outsourcing,
Accenture can mobilize the right people, skills,
alliances and technologies.

With more than 75,000 people in 47 countries,
Accenture works with clients in nearly every major
industry worldwide. Through the integration of
consulting and outsourcing, Accenture:

Identifies critical areas with potential for
maximum business impact.

Innovates and transforms the processes in
those areas.

Delivers performance improvements and lower
operating costs by assuming responsibility for
certain business functions or areas—and
Accenture holds itself accountable for results.

Accenture generated net revenues of $11.6 billion
for the fiscal year ended August 31, 2002. Its
home page is www.accenture.com.
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Foreword

In late 2001, Accenture began studying how the
concepts collectively known as customer relation-
ship management (CRM) were being applied in
government. Although CRM had become a top
priority in business circles, little had been written
about how the public sector might use its principles
to improve service.

We believed (and still believe) in the great potential
of CRM to help government achieve its goals of
developing models of service that are more respon-
sive, more citizen-centric and more efficient. Yet
while we discovered a great willingness to put CRM
principles to work for government, we also found a
large disparity between the positive attitudes toward
implementing CRM capabilities and the actions gov-
ernments were taking to develop those capabilities.

In 2003, we have built on our initial study to deter-
mine the extent to which governments have taken
steps to close this gap between attitude and action
to make CRM a reality in the public sector. We
reviewed agencies' visions, strategies and implemen-
tation programs to determine whether attitudes had
changed, to understand current and future priorities
for CRM initiatives and to identify areas of best
practice relating to CRM in government.

In this study, we found much greater willingness to
embrace the language and principles of CRM. We
found that governments were taking decided steps
to improve their CRM capabilities—investing signifi-
cantly in initiatives to improve service. However,
while we found a strong positive attitude and some
positive action, we also found that governments
are struggling to realize the benefits expected from
developing modern CRM capabilities. Many still have
not been able to bridge the gap between the envi-
sioned impact of CRM and their current experience.

We set out our key findings in this report, CRM in
Government: Bridging the Gaps. We also suggest
certain actions to help government executives
implement CRM initiatives that will better fulfill
their expectations.

Paul Crook
Partner—Government CRM Services—
Atlantic and Europe

Andrew Simmonds
Global Managing Partner—
Government CRM Services

Stephen J. Rohleder
Group Chief Executive—
Government Operating Group



Introduction

What is CRM?

For several years, Accenture has been surveying
trends in government service delivery as part of
our desire to stay closely connected with current
government thinking and to share examples of
innovative practices among our public-sector
clients." We have identified a growing tendency
among government agencies to treat citizens and
businesses as customers. More and more, govern-
ments are actively seeking to promote citizen-centric
government as well as more-effective relationships
with business. We have found that, increasingly,
they are focusing on the quality of service delivery
more than on cost reduction through the use of
such lower-cost channels as call centers and the
Internet (their earlier emphasis). They are also
looking to the principles of customer relationship
management (CRM), as developed and applied by
private enterprise, to achieve their goals.

This reflects a growing acceptance that CRM is an
approach that allows governments to dramatically
improve their relationships with their customers

through reorganizing service delivery capabilities
around customer intentions.

The key concepts that constitute an integrated
approach to CRM enable agencies to create an
informed, integrated view of their customers and
use this information to design and coordinate the
delivery of services across multiple channels. CRM
can thus be described as providing governments
with a set of tools and techniques that enable
intelligent interactions.

CRM therefore must include:

* Using all available information to develop insights
about the characteristics, needs and preferences
of customers.

* Using these insights to configure services that
reflect the needs and preferences of clearly
identifiable groups of customers.

* Designing an integrated suite of channels that
provides easy access and effective processes
for interaction—to deliver services to the right
customers in the most efficient way.

' For additional information on trends and innovative practices in government service, see Accenture's other 2003 Government Executive Series reports,
eGovernment Leadership: Engaging the Customer and Outsourcing in Government: Pathways to Value. Both are available through Accenture's Government

homepage, www.accenture.com/government.
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* Organizing teams of employees as well as the
processes and technology support to develop cus-
tomer insights; and configuring and delivering
services across all channels so as to maintain a
comprehensive history of interactions with each
customer and effectively encourage customers to
use the most appropriate channels.

Creating links to other organizations to share rele-
vant customer data, aggregate or align services
where appropriate, share channels and source the
resources to operate these capabilities responsively
and consistently within the economic constraints
of the agency.

Figure 1 illustrates this integrated, methodical
approach in a simple conceptual model, including
the interdependence of these components. Repeated
experience suggests that adopting such an approach
to modernizing service delivery produces significantly
greater benefits when compared with traditional,
separate, ad hoc initiatives.

How the CRM landscape
has changed

Interest in CRM in government is relatively new.
When we did our first study, we found great
reluctance to embrace some of the private-sector
terminology of CRM, even though executives over-
whelmingly cited improving customer service as

a key driver of their agencies' future plans. The

term customer, for example, was much less likely to
be favored than citizen or constituent when execu-
tives were describing whom their agencies served.
Governments were hesitant to embrace some funda-

mental tenets of CRM, most notably, the idea of
customer segmentation. ldeas such as these were
viewed as purely business concepts and not relevant
to government executives, given their obligation to
provide equal service for all.

At the same time, some aspects of commercial CRM,
such as opening new channels for customer interaction,
were viewed as holding great potential for improving
service. However, technology barriers, human capital
issues and cost pressures were impeding progress.
Overall, governments were not embracing CRM as a
whole-of-business approach and, consequently, were
not reaping all the possible benefits.

A year and a half after publishing our first study, we
find that governments have made substantial strides
in some areas and relatively little progress in others.

Our five key findings in 2003 are:

1. Government agencies are becoming more com-
fortable thinking of the people and organizations
they serve as their customers and are placing a
very strong emphasis on customer service delivery
as a major priority for their organization.

2. Agencies have embraced the fundamental
principles of CRM, but are struggling to get the
building blocks—customer insights, customer
offerings, customer interactions, organization
performance and networks—solidly in place.

3. The majority of agencies are focusing largely on
the technological aspects of CRM and are strug-
gling to reap the expected benefits.

Figure 1. The five building blocks of a holistic approach to CRM.

Customer Insights

Capabilities focus on truly understanding
customers' needs and expectations

Organization Performance

Foster a culture that encourages and rewards superior customer service

Networks

Customer Offerings

Capabilities focus on meeting
customers' needs and expectations

Customer Interactions

Capabilities stress consistent and
convenient interactions across
all channels

Form linkages and partnerships within the agency, as well as with other organizations outside of it




4. While agencies have visions for the service
models they would like to adopt, they lack the
management and operational skills and experi-
ence to be able to do so alone.

5. Many agencies now recognize the value of mar-
keting to drive take-up of channels and services;
however, the majority of current marketing efforts
are neither targeted nor value driven and, as a
result, have little impact.

Figure 2 shows a comparison of findings in 2001
and 2003, illustrating how major trends have evolved.

The next section of this report, "Five Key Findings,"
discusses each of the 2003 findings in greater detail.

Figure 2. Comparison showing how trends in CRM in government have evolved from 2001 to 2003.

2001

2003

Commercial messages surrounding CRM may not all
apply to government, although the principles are generally
found to be quite relevant once agencies overcome the
barriers of terminology. There may be limits, however, to
how much governments will embrace what they perceive
as purely business concepts.

Government agencies are becoming more comfortable
thinking of the people they serve as their customers
and are placing a very strong emphasis on customer
service delivery as a key strategic imperative for their
organizations.

Improving customer service is a driver across all govern-
ment agencies; however, current business processes and
infrastructure act as barriers.

Improving customer service is still the top driver. The
customer, rather than cost reductions gained through
increased efficiencies, is the catalyst for service
improvements.

Opening new government channels for customer
interaction is critical to enhancing customer service;
however, such key factors as inadequate information
systems integration are impeding the ability of agencies
to tailor and deliver services through diverse channels.

Government agencies are focusing on technology to
address their service access priorities but they have yet
to embrace CRM as a whole-of-business approach.

Inadequate information systems integration remains a
challenge. For example, government agencies are intro-
ducing new channels but not capturing and aggregating
data to provide customer insights. Although they made
the introduction of Web-based services a priority, they
are struggling to realize the benefits of more traditional
voice interactions through their call centers. However,
many government agencies have focused so much atten-
tion on the technological challenges of CRM that they
are failing to integrate technology, people and processes
in a whole-of-business approach. As a result, they are
struggling to reap the expected benefits of CRM.

Agencies are receptive to the possibilities of partnering
with each other and with private-sector organizations
to facilitate information sharing and relieve human cap-
ital and cost pressures. However, they lack the capabili-
ties to make it happen.

While agencies have visions for the service models they
would like to adopt, they lack the management and oper-
ational skills and experience to be able to do so alone.
Many are using outsourcing, but mainly on the IT side
rather than in implementing service delivery initiatives.

Agencies are not investing in educating customers and
building awareness of offerings and channels.

Many agencies now recognize the value of marketing
to drive take-up of channels and services; however, the
majority of current marketing efforts are neither targeted
nor value driven and, as a result, have little impact.




Five key findings

1. Government agencies are
becoming more comfortable think-
ing of the people and organiza-
tions they serve as their customers
and are placing a very strong
emphasis on customer service
delivery as a major priority for
their organization.

When we undertook our first research study into
CRM in government, we noticed respondents’ dis-
comfort with some of the terminology surrounding
CRM. Customer relationship management was
off-putting in itself as a term. In fact, several
respondents felt ill qualified to participate, as they
"had no customers." The majority of respondents
favored alternative terminology, such as citizens or
constituents. This discomfort with terminology indi-
cated some broader issues for some participants,
who saw CRM as a private-sector concept and not
particularly relevant to them.

That attitude has changed dramatically over recent
months. Government executives are becoming more
comfortable with the use of the term customer and
the implied willingness to apply the principles of
CRM to their own organizations. The majority of
respondents talked freely about CRM principles, cus-
tomer orientation and the plans they have in place
to improve in this area. Ninety-one percent of the
respondents now use the term customer when talk-
ing about those they serve, while 28 percent use
citizen and only 6 percent use constituent.

Although our 2001 study prompted much debate
about citizens' duties toward government, the
emphasis this year has shifted in favor of customers
and their right to receive good levels of service. In
the words of one executive, "Gradually, through the
'90s, we have been adapting from regarding people
as 'taxpayers' to ‘customers.” The major priorities for
government agencies reflect a new focus on thinking
from a more customer-centric point of view—and
have moved away from customer service delivery
models based on an internally focused perspective
of what is most convenient for the government to
provide. These changes in attitude are a strong foun-
dation for delivering effective CRM.



Government agencies increasingly see superior serv-
ice delivery as a key strategic imperative. Superior
service is the top strategic imperative for 92 percent
of the executives surveyed, who rated it as either
very important or extremely important when com-
pared to other business imperatives. In fact, as
Figure 3 shows, superior service ranks above cost
reduction as an imperative driving the development
of agencies' service delivery initiatives.

Similarly, when it comes to implementing new initia-
tives, governments' highest-priority objectives relate
to building a better customer experience. The top
objective for implementing new initiatives was
improving/maintaining service quality, which was
listed as very high or high priority by 95 percent of
the respondents. In contrast, the objective of cost
reduction ranked sixth, having been rated as very
high or high priority by 69 percent. This point indi-
cates agencies' new willingness to invest to win the

benefits associated with satisfied customers—albeit
within the usual budgetary constraints.

The reason many government executives cite for this
greater focus on improved customer service is that
customers are now accustomed to much higher
standards of service from the private sector and are
increasingly intolerant of poor service from govern-
ment agencies. This is particularly true in the areas
of ease of access, more consistent information and
convenient, less complex and confusing procedures.

As a result, government performance targets are
being shaped to provide additional pressure to
improve service delivery. As the public pays more
attention to the efficiency and effectiveness of
government departments, more public efforts are
being made to mandate action that will lead to an
improved service experience.

Figure 3. Factors driving the development of service delivery initiatives.
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We found that more than half of the respondents
did not envision their objectives changing at all over
the next three years (see Figure 4). Coincidentally,
we also found that very few executives believe they
have been effective to date in meeting their current
service-oriented objectives.

Interestingly, although few executives expected their
objectives to change to a great extent, more than a
third thought there would be some change in response
to evolving customer needs and developments in
technology that would create new opportunities for
improved customer interaction.

Figure 4. Extent to which agencies expect
objectives to change in the next one to three
years.

Somewhat: 37%

To a great extent: 8%

Do not know/
would not say: 3%

Not at all: 52%

More than half of the respondents expect no change to their
objectives in the short-term, while only 8 percent expect their
objectives to change to a great extent.

2. Agencies have embraced the
fundamental principles of CRM but
are struggling to get the building
blocks—customer insights, customer
offerings, customer interactions,
organization performance and
networks—in place.

While many agencies are now comfortable with
CRM concepts, willingly refer to customers and are
making significant investments in developing their
CRM capabilities, they still report that they have
much progress to make. We found that although
their customer-centric orientation and investment
priorities are consistent with improving CRM, their
implementation efforts currently fall short.

For example, although one of the most important
objectives identified by government agencies is to
provide multichannel access for customers, tradi-
tional channels—particularly the telephone (via call
centers)—still dominate customer interactions (see
Figure 5). Although agencies frequently stated their
intention to extend the range of channels, today
only 50 percent of agencies use more than two
channels extensively and only 9 percent use more
than three extensively.

We found that the majority of agencies already
operate call centers to manage customer interaction,
but only one-third have a contact center facility that
manages interactions over multiple channels, includ-
ing telephone, fax, the Web and e-mail.

In discussing how effectively they manage transac-
tions via these channels, many executives admitted
that they have significant room for improvement in
handling customer requests and inquiries. As shown
in Figure 6, only a minority of respondents believe
that they are efficient in the areas of resolving
requests (40 percent), call routing and assignment
(33 percent) and tracking requests (26 percent).
Only a small proportion said that they follow up to
ensure that customers are satisfied (22 percent).



Figure 5. Channels customers use to get in touch with or interact with agencies.
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Figure 6. Agencies' room for improvement in managing customer requests and inquiries.
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In the 2001 survey, senior government executives
included among their critical challenges the diffi-
culty they experienced in formulating a compelling
business case to invest in CRM and the need to cre-
ate the appetite for change necessary to drive the
corresponding change in culture and processes that
would lead to a customer-centric organization. This
year, these challenges were less evident, suggesting
greater awareness of and buy-in to the need to
transform customer service capabilities.

This year, executives referred more readily to such
internal factors as competing budget priorities, infor-
mation integration difficulties and lack of experience in
implementing change programs as the main challenges
most likely to impede their progress in developing
comprehensive CRM capabilities (see Figure 7).

In a very positive development, government execu-
tives demonstrated a fuller understanding of the
fundamental concepts of CRM. They openly recog-
nized the importance of developing a deeper
understanding of customer needs and are taking

Figure 7. Key challenges in creating and implementing a customer service program.

Competing budget priorities

Integration of customer info across agencies

Lack of change management skills/experience

Lack of available budgets 24 25
Attracting/retaining workforce with right skills “
Establishing business case to invest in CRM
Delivering anticipated benefits
Difficulties in measuring success against goals
Data protection legislation 22 19
Absence of customer service culture
Choosing and working with external vendors 9 20
Lack of executive support/internal sponsors
| |
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Number of respondents
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In a change from the 2001 report, tangible factors, such as lack of budget and change management skills, are now a greater challenge in
implementing CRM than are intangible factors, such as gaining buy-in and building a customer service culture.



action accordingly. In contrast to the 2001 findings,
agencies are consulting their customers more exten-
sively and in more sophisticated ways to help create
and develop their customer service initiatives and
processes (see Figure 8). A number asserted that they
proactively seek customer input through surveys,
focus groups, workshops, committees, user groups
and similar panels. This consultation covered not just
the services that are offered, but also the processes
and channels required to deliver them. Some went
even further to seek input, actively consulting their
employees (who, as citizens, are therefore customers,
too) to help redesign their processes.

This represents a significant change for agencies,
many of which had sought feedback only after
implementing a customer service program. This
change in approach over the past year to address

major attitudinal and cultural challenges indicates
a more optimistic outlook for CRM in government.

The change in approach
over the past year to address
major attitudinal and cultural

challenges indicates a more

optimistic outlook for CRM

in government.

Figure 8. Involvement of customers in devel-
oping policies and initiatives.
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Fifty-four percent of the respondents claimed their agencies
involve customers extensively in creating and developing
customer service policies and initiatives.
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3. The majority of agencies are
focusing largely on the technological
aspects of CRM and are struggling
to reap the expected benefits.

Many government agencies today focus mainly on
the technological aspects of developing CRM pro-
grams. They are prioritizing making more services
available online, seeing the future as mostly Web-
driven. For example, 82 percent of respondents
expect that their customers will use Internet and
Web portals by 2006, and 68 percent expect cus-
tomers will use e-mail extensively to interact with
their agencies. As a consequence, the most common
top priority initiative among agencies is to develop
online transactions via portals, and the dominant
theme among executives when asked about their
implementation priorities is to optimize eGovernment
tools. They express the common view that these

will contribute to better customer service and
employee satisfaction.

Our experience is that the key to improving accessi-
bility is not simply replacing traditional channels.
Rather, based on a clear understanding of individual
customer preferences, the key is serving customers
effectively across a range of channels that includes
the telephone, e-mail, fax, Web, mail and face-to-
face interaction.

Currently, however, agencies rate themselves poor

in their ability to integrate channels to improve
service delivery. As shown in Figure 9, only 26 percent
of the respondents rate their agencies as effective
at leveraging multiple channels to provide better
access; only 28 percent rate themselves as effective
at delivering services through their customers' pre-
ferred channel; and only 25 percent rate themselves
as effective at creating a consistent level of service
and customer experience across various channels.

Similarly, most of the agencies consider themselves
poor at optimizing the use of data to improve
service delivery. As Figure 10 shows, agencies see
themselves as most effective at grouping broad sets

Figure 9. Effectiveness of agencies in using channels to improve customer service.

Delivering to customers through preferred channel
Providing better access to service in a single interaction
Creating a consistent level of service
and customer experience across channels
Maximizing ability to choose a variety of self-service options
Capturing and aggregating customer data
across channels to provide single view of customer
Contributing to creation of single view across gov't departments and channels
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Percentage of respondents rating themselves as either effective
or highly effective

Agencies are not effectively leveraging different channels to deliver an improved customer service experience.



of customers together. Even then, however, only 34
percent rated their agencies as effective at the most
basic level of delivering a more tailored experience.

These agencies rate themselves as much less effec-
tive as the segmentation process becomes more
sophisticated (for example, "analyzing data to
develop customer understanding/insight"). Only

22 percent rate themselves as effective at using
insights from groupings to tailor services to individual
needs, and 17 percent as effective at offering services
through preferred channels.

Encouragingly, the more progressive agencies recog-
nize that to truly improve service delivery they must
develop a more refined understanding of how various
groups are likely to access services. They are there-
fore planning a combination of agency-provided
and self-service options that are of consistent

high quality.

4. While agencies have visions

for the service models they would
like to adopt, they lack the man-
agement and operational skills and
experience to be able to do so alone.

Many executives we surveyed spoke of ambitious
plans to improve their effectiveness in dealing with
their customers. The majority are focusing on both
front- and back-office initiatives. In the customer-
facing front end, they describe implementing call/
contact centers and delivering services over the Web.
In the back end, they discuss reengineering processes
and introducing computerized workflow management,
electronic document management and data ware-
housing technologies.

Our experience suggests that their success in
achieving their overall CRM vision will depend
significantly on how well they can integrate these
front- and back-office initiatives. We have seen

Figure 10. Effectiveness of agencies in using data to improve customer service.

Grouping customers into different sets based on wants/needs
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many organizations open wider the "window" of
their front office onto their less than effective back-
office capabilities and suffer a significant degradation
in customer confidence. As Figure 7 on page 10
illustrates, these integration difficulties are the
second most cited challenge in implementing service
programs (with 55 percent rating it as a very strong
or strong challenge). One executive described
another integration challenge in this way: “We need
to be better integrated. We need to do this with all
the data that is currently in stovepipes using data
mining techniques. We are very interested in mining
data for future trends, but how do you get the right
data to base a value judgment on?"

Over half our respondents (53 percent) believe their
agencies lack the change management skills and
experience necessary to achieve the integrated capa-
bility referred to above. Few were clear about how
they will build this expertise. Some are considering
outsourcing (69 percent use outsourcing in some
form; the majority for IT infrastructure and support
systems alone). Few outsource components of their
customer service capabilities. When they did, it was
primarily in the area of call center or contact center
management. Of those who currently do not outsource
any aspect of their service delivery, 53 percent said
they are considering or might consider doing so

in the future whereas 38 percent stated that they
would not consider outsourcing for customer services
(see Figure 11).

5. Many agencies now recognize
the value of marketing to drive
take-up of channels and services;
however, the majority of current
marketing efforts are neither
targeted nor value driven and,

as a result, have little impact.

As agencies make more significant investments in
their CRM programs, they face the challenge of

encouraging the take-up of more efficient channels
and services that will justify their investments.

Figure 11. Inclination of agencies to use
outsourcing in delivering services.

Would you consider outsourcing some aspect
of customer service delivery to a third party?

Yes: 53%

Do not know/
not sure: 9%

No: 38%

Base: 45 respondents

Fifty-three percent of respondents not currently using outsourcing
for customer service delivery are currently considering or might
consider it in the future.



Figure 12. Tools/techniques currently used in encouraging take-up of services and new channels.
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It is self-evident that building public awareness of
new services is key to increasing take-up, particularly
when customers do not use those provided services
on a regular basis. When asked to name the main
challenges to encouraging take-up, executives most
frequently listed communications and marketing,
agency image or customer perception, and public
awareness.

To meet these challenges, agencies are using a broad
range of marketing tools. As shown in Figure 12,

the most frequently used techniques are fairly tradi-
tional ones, such as media interviews, special events
(booths, etc.) and leaflets at key locations.
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When asked to list the most effective techniques for
encouraging take-up, however, they identified tech-
niques few agencies are actually using. For most of
the techniques they use, fewer than half the respon-
dents rated them as effective or highly effective. For
example, media interviews are used by 89 percent
of respondents, but only 40 percent regard them as
effective. Similarly, leaflets and special events, also
used widely, are regarded as effective by only 36
percent and 41 percent, respectively.
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Interestingly, techniques more commonly used by
the private sector, such as direct e-mail, outbound
calls, advertising campaigns on the radio and
website advertisements, are less prevalent among
government agencies yet are among the ones exec-
utives rank as most effective (see Figure 13).

This is exacerbated by agencies' limited use of effec-
tive segmentation to target their efforts and monitor
their impact to ensure they are value driven. Thus,
while executives understand the need to communicate
with citizens, their lack of using customer data to
create effective segmentation means they are unable
to target the right message to various customer
groups using the most effective communication

and marketing techniques.

In many agencies contacted, marketing is seen as
very difficult as it has never been part of the organi-
zational mind-set. Many agencies are skeptical
about the value of marketing. In fact, close to 20
percent stated that the entire question was irrele-
vant to their agencies, as their customers had no
choice but to use their services. As one executive
stated, "We have a monopoly. We do not need to
promote our services." Most, however, now admit
that there needs to be a change of mind-set. They
want to embrace the principles of modern marketing
and "sell" new services to drive their take-up, thus
realizing the benefits of more convenient, more
cost-effective methods of interaction.

While executives understand the need to communicate with

citizens, their lack of using customer data to create effective

segmentation means they are unable to target the right message

to various customer groups.




Figure 13. Effectiveness of tools/techniques currently used in encouraging take-up of services
and new channels.
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The five findings discussed here provide interesting
insight into evolving trends in government service.
They provide a base of understanding on which to
create a definitive action plan for building efficient,
effective customer service programs. In the next
section, we will draw on these findings and our
extensive experience implementing CRM initiatives
for clients around the world to offer some sugges-
tions on how government agencies can improve
their chances of success.



Implications
for executives

Implementing a fully functional CRM capability will
allow governments to build customer-oriented rela-
tionships that ensure customers receive consistent
and appropriately personalized services, efficiently
and effectively. Summarizing our findings, we find
that agencies' progress toward this vision has been
mixed to date. Figure 14 illustrates the extent to
which we consider government agencies to be
lagging behind the private sector in developing
intelligent customer interactions driven by customer
intentions. Some have progressed to deliver multi-
channel interaction. Many have implemented little
or no service automation.

Agencies can point to specific reasons for their
continuing struggle to match customers' growing
expectations. Overall, we see the major challenge
being the failure to put the five basic building blocks
of CRM solidly in place when implementing customer
service delivery initiatives.

Figure 15 offers a brief summary of the “state of play"
when comparing "“ideal” practices and the current
practices we found for each of the five building
blocks of CRM: customer insights, customer offerings,
customer interactions, organization performance
and networks.



Figure 14. Interaction capabilities of the public sector and the private sector.
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Figure 15. Gaps between government agencies' current experience with the five building blocks of
CRM and ideal CRM practices.

Ideal CRM practice

Current experience

Customer Establish a single view of the customer; generate Provision of new/better service is a key driver for agencies,
insights insights into behaviors/needs to deliver a but their ability to optimize the use of data to deliver better
personalized experience. services remains limited. While some agencies are doing some
segmentation, few are using it effectively to tailor services or
deliver through preferred channels.
Customer Configure services and delivery into Agencies are not yet developing or bundling offerings that
offerings differentiated solutions that meet specific meet customers' specific needs and intentions. While agencies
customer needs/intentions. Promote the are beginning to appreciate the need to communicate with
benefits of these services. customers, they are struggling to target their messages
effectively to different user groups.
Customer Maximize the ease with which your customers Offering multiple channels to access services is one of agencies’

interactions

can access your services; offer multiple access
points/channels to accommodate individual
needs and preferences of those you serve to
deliver a unique customer experience.

key objectives. There is a strong, though possibly misplaced,
emphasis on Internet access and the need to drive more online
transactions. However, true multichannel access is not yet a
reality for the majority of agencies, and those that are offering
it are struggling with integration issues.

Organization

Build a customer service culture and equip

A few agencies are showing signs of adopting more of a long-

performance employees with the skills, processes, term culture change or enterprise-wide approach to CRM,
organization and tools to deliver superior involving people and processes as well as technology. Many
human performance. recognize that good HR practice, including staff motivation and
skill development, will form the foundation for successful CRM.
Networks/ Form linkages within the organization and Government agencies are aware that they cannot develop

partnerships

with other outside organizations; promote
partnerships and information sharing within
and outside the agency to enhance quality of
service offered.

required capabilities on their own and are responding by
entering into outsourcing relationships (for strategic advice, IT
and, in some cases, call center management). The integration of
customer data across agencies continues to be a key challenge.




Implications for executives

The way forward

Looking back to our 2001 survey, it is clear that gov-
ernment agencies have made significant progress in
thinking, planning and initiating significant invest-
ment in CRM initiatives. Yet, a significant gap still
exists between customer expectations and what has
been achieved. Many executives admit that they
struggle to achieve the progress their admittedly
ambitious plans target. In Figure 16 we offer an
illustration of what actions we consider will help
government agencies accelerate their progress.

Key points to consider

We recommend that today's governments build their
CRM capabilities by balancing near-term impact with
long-term strategy. To achieve this we suggest they:

Optimize the value delivered from existing CRM
assets and operational capabilities.

Governments have been making significant invest-
ments in their technological capabilities in recent
years. We recommend focusing on the most promis-
ing existing investments before moving on to new
ones, but always with a clearly defined "end state”
that incorporates the five building blocks. For exam-
ple, they should focus on implementing customer
segmentation, possibly leveraging past investments
in data warehouses, to develop customer insights,
rather than getting as many services available online
as possible. Then they should put those customer
insights to use, developing and promoting the online

services specific customer groups are most likely to
use. This will stimulate adoption of the new service,
thus realizing a higher rate of return for that cus-
tomer group, which will in turn justify the investment
and provide a center of gravity to expand to new
customer groups or incorporate additional services.

Broaden the focus of CRM initiatives to include
marketing as well as services. Emphasize the
"marketing sciences” of analytics and measure-
ment, which will deliver the customer insights
necessary for developing and deepening produc-
tive relationships.

The potential benefits of improved service for gov-
ernments' customers, and the resulting efficiencies
and cost savings that can accrue to agencies if citi-
zens choose more self-service channels, will not be
realized if take-up of a government's CRM offerings
remains low. Given the significant investments gov-
ernments are making to improve service, insufficient
marketing skill risks not delivering the operational
benefits targeted for the new services, and thus
attracting unwelcome scrutiny of return on invest-
ment. Marketing is therefore a critical skill for agencies
to acquire to drive take-up. It requires experienced
marketers who are trained in gathering and analyzing
customer data to develop insights into their wants
and needs. These insights will dictate how services
are designed, so that they can be delivered via the
most popular and efficient channels. Given the depth
and sophistication of current thinking about mar-
keting, ideally agencies should be equipped with the
most up-to-date tools, methodologies and channels
to be effective.

Figure 16. Suggestions to accelerate the success of governments’ CRM initiatives.
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Our research suggests that measurement is a partic-
ular area in which governments have room to grow.
Currently, 84 percent of the respondents stated that
they had service delivery targets, and of those, 63
percent stated that they had been extremely or very
successful in meeting their targets. At the same time,
only 43 percent of the respondents thought their
organizations had been very effective in meeting any
of their service delivery objectives. Clearly, the targets
originally set are no longer meaningful measures of
success for these organizations. Additionally, a num-
ber of agencies reported that they had no specific
methods in place for measuring success, even
though many recognized this point as a failing.

Effective marketing capabilities deliver the insights

organizations need to establish measures of success
and the associated monitoring mechanisms that will
more accurately reflect what drives customer satis-

faction. This in turn provides government agencies
with a way to more closely balance satisfaction
against cost, thus maximizing return on investment
on new services and channels. Maximized return
on investment is ultimately what will deliver the
most significant service-improvement and cost-
saving benefits.

The top three challenges executives face as they try
to implement their CRM programs are competing
budget priorities, information integration challenges
and a lack of change management skills and expert-
ise. While formidable, these obstacles to CRM can
be overcome without agencies having to commit to
a budget-breaking expense.

w




Implications for executives

Solution leasing, transaction models and value-
based agreements are three examples of innovative
funding and operating models that can be used to
answer these challenges. Given CRM's importance to
the private sector (where differentiation is visceral
in its impact), many private-sector enterprises exist
that offer key CRM components at highly competi-
tive prices.

In solution leasing, a contractor builds the needed
solution for an agency, but the agency leases rather
than buys it. By doing so, they turn the ongoing
costs into an annual operating expense item rather
than a large capital expense, which may be far more
difficult to budget. Solution leasing can be an attrac-
tive way to fund the acquisition of contact center
capacity in a market that is now experiencing sus-
tained growth as many enterprises seek to integrate
their call center and Web-based channels.

With a transaction model, agencies pay fees based
on the number of transactions processed. Transaction-
based systems are reusable assets that can apply to
multiple agencies; thus, multiple agencies can part-
ner on the system and lower the amount any one
agency pays for transactions. A number of agencies
contacted acquire the support they need to imple-
ment their outbound calling campaigns in this way.

22

Value-based agreements align the costs of an initia-
tive to the value for the agency in terms of such
outcomes as increased revenue, reduced operating
costs or improved service levels. These agreements
frequently involve outsourcing a function for a spe-
cific goal. The arrangements are becoming increasingly
common for providing customer services in the pri-
vate sector. Although government agencies do not
seek to grow revenue, except for taxation and busi-
ness promotion activities, they can take advantage
of similar arrangements when targeting improved
service levels or take-up of new services.

Models such as these give agencies the flexibility to
push forward their CRM plans using capacity that
can be brought in until they develop their own skills
and capacity to transition to a more CRM-centric
mode of operation.



Conclusion

Getting results from CRM initiatives requires the We also recommend a marketing-driven approach
“smart" use of technology, but it also requires much to communicating with customers, which will have
more. We recommend an enterprise-wide approach the additional immediate impact of increasing the
founded on a fact-based perspective of customers' intensity and responsiveness of the dialogue with
wants, needs and preferred channels. This approach citizens in particular. By combining effective market-
requires developing customer strategies that pro- ing with effective service delivery, governments will
duce measurable results and are supported by be able to create an unprecedented connection to
effective data management and analytical capabili- each and every one of their customers.

ties. Effective data management and analysis, in
turn, will enable agencies to design and deploy
customer-optimized processes that are supported
by sophisticated metrics for measuring and manag-
ing performance. This approach will have an impact
on back-office process efficiency, too; as the front
office becomes more responsive, the internal processes
that must be improved first become clear.
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Appendix: research
methodology

Our 2003 CRM research consisted of a series of in-
depth telephone interviews with senior executives
at a selection of target government agencies across
15 central governments: Australia, Belgium, Canada,
France, Germany, Hong Kong-SAR (China), Ireland,
Italy, Japan, Norway, Singapore, South Africa, Spain,
the United Kingdom and the United States.

The research focused on customer-facing agencies
in areas such as welfare, immigration, revenue,
licensing and employment. Interviews were conducted
with senior executives from government depart-
ments—either with an overarching responsibility for
the strategic objectives of the organization (such

as the CEQ, CIO, COO or c-level equivalent) or with
specific responsibility for customer service initiatives
within the organization, such as customer service
directors or program managers.

A total of 143 interviews were conducted from
December 2002 to March 2003 by Kadence UK Ltd.,
under management of the Accenture Research
Group. Figure 17 provides a breakdown of interviews
by country and agency type.

24

Figure 17. A breakdown of our 143 CRM
interviews by country and agency type.

Number of Number of

Country Interviews Agency Type Interviews
Australia 8 Customs and

Immigration 8
Belgium 13

Employment 12
Canada 8 pov

Government-wide
France 8 Agencies 38
Germany 7 Licensing and
Hong Kong 9 Registration 9
Ireland 8 Postal 4
Italy 5 Revenue 31
Japan 7 Welfare 18
Norway 5 Other 23
Singapore 8 Total 143
South Africa 10
Spain 4
UKk 13
USA 30
Total 143
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