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Customer Relationship Management software has gone well beyond being a ‘good to have’ capability. 
Senior management is now generally quite clear that this genre of software is needed. However, it also 
often acknowledged that companies that have deployed CRM software solutions have not obtained the 
benefits that were promised. 

Generally any company deploying CRM solutions has sought to improve the quality and efficiency of 
its marketing processes, reduce the cost of acquiring and retaining customers and finally going on to 
improve the profitability of the company. 

Why is it that companies that have implemented automation in several of their key areas of operations 
are unable to obtain the full benefits from their CRM solutions? When we understand the reasons for 
this dissatisfaction, the case for a new CRM solution will present itself. 

Problems Associated with Older CRM Solutions
Quite often, the complexity of a CRM solution can prove daunting even for experienced users. The 
original CRM solution focused on managing and recording interaction with customers and recording 
any communication that occurred. However this has changed and CRM software now includes deal 
tracking, territory management and the management of the sales force itself. Over time, many client 
interfacing functions also got embedded into CRM software and what was earlier only a communication 
management tool has grown into something very complex. The end result is that the user was often 
intimidated by the complexity of the solution. Fortunately this has been realized and is undergoing a 
change. 

Coupled with the complexity, and possibly as a by-product, came low usability. Most users did not 
understand the entire gamut of functionality the solution offered. Modern software has made users 
expect ease of use as a given and do not have the time or patience to learn to navigate and use 
complex software. If the software has grown overly complex, it becomes extremely difficult to design an 
interface that is intuitive and which helps the user. The software becomes slow to use and users often 
commit errors that force them to lose work and start all over again. Research shows that in a number 
of cases, software purchased at great cost was not being used at all. 

A natural corollary of building complex and user un-friendly systems was that users used only those 
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parts of the CRM system that had an impact on his immediate area of work and ignored the rest. This 
led to the underlying data growing in a lopsided manner. This fragmented growth 

of data practically ensured that the system could never grow in a way that fulfilled the vision of the 
designer. Some parts were used, others were not and the resulting incomplete data ensured that many 
other dependent sections could not produce the output they were designed to produce. 

Since the CRM solution was used in a fragmented manner, it did not produce the overall improvement 
in customer satisfaction that was hoped for. Customers were looking for an experience that the system 
did not provide and this could not stay hidden for long. Besides this there were security and privacy 
concerns. There are both legal and ethical requirements that have to be satisfied.

Dissatisfied Users - the issue with CRM software not delivering expected results has been the subject 
of much study – both in a specific and a generic sense. In a study of over 1275 companies, it was 
discovered that less than 40% were using all (or even nearly all) of the software that had been purchased. 
The problem lay with software that proved inadequate in meeting user needs. While the percentage is 
improving lately, there is still some catching up to do. 

Long implementation timelines are another issue. If the software takes too long to deploy and implement, 
it increases the risk of the project failing.

Calculating the ROI for a CRM Solution
It is not easy to quantify the costs and the return on investment for a CRM solution. If the benefits cannot 
be quantified convincingly, how does one expect a management that is juggling different priorities and 
facing a global slump to spend large sums on this software? 

The key difficulties in calculating ROI stem from three basic facts:

• There is often no data about customer retention and about customer relationship management 
before the CRM was installed. Since the “before” data does not exist, there is nothing to compare 
the “after” data with to justify the expenditure already incurred.
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• Customer relationship management is in itself a very loose but all-encompassing term. There 
are simply too many variables to consider and these often depend on the views of the executive 
concerned. 

• A number of the benefits that accrue from the CRM solution are difficult to quantify.

 
These difficulties must not be lost sight of while building the case for a new solution. Every sensible 
Board will ask the obvious question, “What did we gain from the previous solution?”

Some studies have been done on the benefits that CRM systems have brought to their owners. This 
data has been compiled for large companies in the US and in Western Europe.  

Data from an IDC study showed that a successful CRM project results in an 8% revenue growth in the 
first year and 16% growth within two years. 

Revenue Growth Attributable to a Successful CRM Project

Year 1 Year 2

8% 16%

A study by the Insight Technology Group indicated even better results – well run CRM projects showed 
revenue increases of as much as 42%, reduction in sales costs of up to 35%, reductions in the sell-cycle 
length of 25%, margins improvement of 2% and customer satisfaction increases by as much as 20%.

Multiple Benefits of Successful CRM Projects

Revenue Increase Reduction in cost of 
sales

Reduction in 
sell-cycle

Margins increase Customer 
satisfaction increase

42% 35% 25% 2% 20%
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Building a Case for a New CRM Solution
Since the ROI for a CRM solution is so difficult to calculate, making a case for a new CRM solution is 
not easy. If you fail to convince management of the need, there will be no funds for the project. More 
importantly, senior management may not understand that their support is critical and that changes need 
to occur in the business practices, culture and the very organization of the company if the CRM solution 
is to be used fruitfully. This is a critical area that the case for a new CRM solution must address. 

When you sit down to make a case, you need to demonstrate the following in your proposal – 

• Demonstrate how the solution will assist the strategy of the company and assist in achieving its 
mission statement

• Getting into detail, quantify the benefits that the CRM solution will bring to the company.

• Describe in detail how the solution will assist in bringing benefits to the company. 

Link the Solution to Company Strategy

The case you put up must emphasize that the CRM system will support the sales and marketing 
strategy of the company. To be able to do this, you must be clear about the strategy of the company 
itself. Only when you understand the company strategy will you be able to link the benefits of the 
CRM to the company strategy. This is extremely important. Senior management will never support 
an initiative that does not complement the company strategy. Therefore this analysis and linking is 
important to demonstrate. 

The proposal must discuss how the CRM solution will maximize the resources and the revenues of the 
company. Many people in your decision making chain will not be clear about many aspects of the CRM 
solution. They are not clear about what a CRM system has to do with faster order processing or with a 
help desk and technical support. How does a CRM solution help reduce the cost of marketing? 
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Write with the Decision Makers in Mind 

Your proposal will go through several different types of decision makers and recommending levels. 
Some of these will be technical people, others will be part of management and yet others will be from 
finance or other domains. While writing your proposal, you need to visualize all of these branches of 
your company and ensure that the essential aspects of the proposal are written in such a way that they 
make sense to all of the above functional groups. 

Analyze the Previous Solution (but Positively)

The best written and presented case for a new CRM will dissect the existing CRM solution and bring out 
how the company had gained from implementing that CRM solution x years ago. In many companies, 
you may not find explicit improvement data simply because no data representing a snapshot of the 
‘before’ and ‘after’ situation has been stored. However, you will be able to get meaningful answers out 
of a careful analysis of company balance sheets, anecdotal data and extrapolations. It is important 
that you demonstrate the value obtained from your previous CRM solution before you bring out its 
limitations and building a case for a new solution. 

Create a Benefits Diagram

You can bring out a number of advantages of the new CRM solution if you create a benefits diagram for 
the new solution. A typical diagram will tabulate benefits such as – 

• Reducing costs of sales and marketing 

• Increasing quantity of repeat business

• Increasing quantity of referral business

• Improving the margins of the business

• Increase the conversion rate of leads 

• Increase the amount of follow up for leads
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• Increase the speed of conversion of leads to orders

• Improve the quality of interaction of sales persons with prospective clients

• Increase the average value of orders

• Identify contacts who are irrelevant and waste time

• Improve sales forecasting

As brought out earlier, traditional ROI calculation techniques are focused on cash utilization. However 
the solution also impacts marketing managers’ performance, efficiencies of the help desk and other 
such intangible issues, which are not easily quantified. Nevertheless, they are quite important and must 
all be identified and discussed in detail.

Taking Advantage of Cloud Computing
Modern CRM solutions must also take advantage of the recent advances in cloud computing and the 
trend to ever increasing use of smartphones. Almost all employees carry smartphones and this presents 
a unique opportunity to provide them with data while they are on the move. Naturally, this represents a 
major advance as compared to an older, more traditional CRM solution. 

Cloud computing in particular has done much to change the face of CRM and many other enterprise 
wide software solutions. Several solutions are now available in the ‘software as a service’ model which 
brings down costs and greatly simplifies installation and use. This is a major advantage over in-house 
hosted solutions. 

Many other major enterprise wide software (ERP is one) being used by corporations are based in the 
cloud. A comprehensive CRM solution also has to integrate with these solutions. This is easier done if 
both the solutions are hosted in the cloud itself since many of the processes like backend data transfer 
etc. are done within the two applications without needing manual intervention. The process would not 
have been so simple had one solution been based in company premises and the other in the cloud. 
The final argument with for a new CRM solution has to do with the increasing IT literacy of the work force 
and a better understanding of the CRM processes themselves. Both of these factors are responsible for 
newer software being more user-friendly and intuitive to use.
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Summary
Earlier generations of CRM solutions were complex and intimidating; the return from the investment 
varied widely between companies and in a large number of cases, the installation did not produce even 
a minimum level of expected benefits. Besides this, calculation of the ROI itself posed major problems 
since many of the end results of CRM activity were difficult to measure and quantify.
 
The situation has changed considerably since those early versions. Modern CRM solutions are more 
intuitive, easier to use and integrate more readily with ERP or other enterprise software. Many solutions 
are also cloud based which makes acquisition much cheaper and costs can grow incrementally as the 
company chooses to use more modules. Affordability is definitely improved. 

Any CRM solution exists to support the overall strategy of the company. It cannot exist in isolation. 
When you put forward the case for a new solution, your case and presentation must demonstrate this 
aspect very firmly.


