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Capital One entered the U.K. market in 1996 and emerged as a major issuer of credit cards in
this market. It is a good example of a company with a strong alignment of organizational process
and customer-focused strategy. It is exactly this alignment of its customer-focused organizational
processes that forms the backbone of its CRM success. Having built the company around CRM,
Capital One has close cooperation between back-office and front-office department and activities,
both of which are oriented toward customer service. Back-end activities such as account
management, strategy, and product testing — which the customer never sees! — contribute to the
performance of front-end activities and incorporate, in turn, the front-end agents’ feedback. Take,
for example, the cooperation between front-end service operations and the marketing and analysis
department (M&A), which is responsible for new product development. Operations cooperate
closely with M&A in the new product introduction process, where M&A designs the new products,
develops marketing material, and follows up on customers’ response, while operations collects the
feedback from customers and makes improvement suggestions. There is a partnership between
operations and M&A to review the risk perspective of today as well as the strategy for tomorrow.
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" Consider the last ten year of GTE and NEC. In the carly 1980s, GTE was well positioned to
become a major player in the evolving information technology Industry. In 1980, GTE’s sales were
$9.98 billion. NEC, in contrast, was much smaller, at $3.8 billion. Yet look at the position of GTE
and NEC in 1988. GTE’s 1988 sales were $16.46 billion, and NEC’s sales were considerably
higher at $21.89 billion. GTE has, in effect, become a telephone operating company with a
position in defense and lighting products. NEC has emerged as the world leader in semiconductors
and as a first-tier player in telecommunication products and computers. Why did these two
companies, starting with comparable business portfolios, perform so differently? Largely because
NEC conceived of itself in terms of “core competencies” and GTE did not. NEC create a corporate
level committee to plan core corporate technical competencies and to oversee the development of
core products for the business of the firm. This commitee established groups across the individual
business to coordinate the research and development (R&D) efforts for core products. This
committee, which NEC called the “C&C Committee,” identified three directions of technologies in
computers, components, and communications. The committee anticipated the fact that two
previously different industries, computing and communications, were going to come together into
a single and more complex Industry. The components for the two businesses were to become
increasingly more complex, common to the two, and interrelated. GTE in contrast, had been
managed only as a diversified set of businesses without core corporate competencies. The senior
management of GTE fail to develop the corporate strategic insight to fully exploit the evolving

market and competitive opportunities in information technology.
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