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Continued customer adoption of nonphone channels and a new focus by many consumer-facing
companies on improving the customer experience are changing the requirements for eService projects.
No longer seen as just a way to deflect live calls, eService vendors are expanding their appeal to address a
larger array of issues and information requests, and targeting new industries and new titles (particularly
marketing and customer experience executives). Picking the right product involves prioritizing a
growing number of functional requirements, identifying the source of customer- and agent-facing
content, and if and how deeply to integrate eService with existing CRM software. With CRM vendors
upping the ante by developing their own eService suites, niche eService vendors are constantly
redefining best of breed, making this designation a moving target.
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Customer service has become a primary differentiator in more industries, particularly
communications, technology, and financial services, helping leading companies to retain and attract
customers. Companies wishing to improve service levels, particularly consumer-facing companies,
are moving toward more sophisticated service using eService software to meet ever-increasing
customer expectations. No longer seen just as a way to deflect live interactions from contact center
agents, eService is being used to win the “hearts and minds” of customers to increase loyalty and
reduce churn. Based on client RFIs and inquiry conversations, eService projects today have very
different objectives than five years ago, including:

* Improve the customer experience. Marketing’s influence is not just in the contact center.!
Marketing is increasingly involved, and sometimes driving, new eService initiatives, with a very
different set of objectives than contact center management. A leading objective is to put each
interaction in the context of the overall customer relationship, emphasizing usability, look and
feel, and how well the eService capabilities fit into the corporate-branded Web site.

* Increase revenue. Contact center management is becoming more comfortable with leveraging
inbound calls for upsell and cross-sell. The same concept applies to Web, email, and chat
interactions. Prompting customers with relevant offers while answering the question asked or
addressing the issue raised can increase both revenue and share of customer wallet. This applies
to every channel, not just phone.

* Provide company differentiation. Companies in more industries are creating messaging and
branding around high service levels and unique service options. Having stellar Web self-service
and fast, accurate email response are valuable proof points toward these initiatives.

Companies shopping for eService are often overwhelmed by the different types of vendors with
similar messaging. eService has both hard ties (such as data integration) and soft ties (such as
customer experience) to multiple applications and application areas. If only a single piece of
eService functionality is desired, the number of choices can be very high, though companies with
a strategic eService vision and a desire to buy preintegrated products will find fewer real options.
There are four main categories of vendors selling eService products:

* eService suite vendors. These vendors sell all modules of knowledge base, email response, and
Web collaboration, and have at least some capabilities for interaction tracking and customer
history. Most grew from niche roots by acquisition and merger, and now offer a broad mix
of modules and channel coverage with best-of-breed features. The majority of the vendors
included in the eService Wave are in this category.
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* Niche vendors. The vendors in this category specialize in one or more functional modules
of eService, but do not offer a full eService suite. Examples include Kaidara, a specialist in
case-based reasoning, and InQuira, a provider of intelligent search technology. These vendors
typically have deeper functionality for specific industries or types of customer service, such as
complex technical support or analytic-based content management. * Some eService vendors,
such as KnowledgeBase Solutions, a vendor included in the Wave, are niche players but have
expanded their functional footprint with strategic OEMs or packaged integrations to partner
solutions in order to compete in suite deals.

CRM vendors. All CRM vendors at the enterprise and midmarket level offer some capabilities
for Web self-service, though it is often limited to online incident management and basic
knowledge base tools. Search capabilities do not extend beyond full text search, unless a search
technology has been OEMed. While today CRM vendors can't match eService specialists on a
functional comparison, expect this to change during the next one to two years. Siebel’s recent
acquisition of edocs brings eService in-house.? In addition, Oracle has a growing number of
references for iSupport and its email management tools, and SAP released a best-of-breed email
response management system in 2004.> None of the traditional enterprise CRM vendors (Siebel,
Oracle, and SAP) are included in the eService Wave due to their limited eService coverage.

CTI vendors. The experts at interaction routing, CTI vendors such as Aspect Communications,
Cisco, and Genesys are capitalizing on the strong relationship they have with contact center
management to upsell eService tools, such as email management and Web collaboration. While
these often involve some OEM technology and are not as full featured as products from eService
specialists, expect continued expansion in this area, with Genesys in particular gaining market
share in eService during the next year. No CTI vendors are included in the eService Wave due to
their limited eService coverage.

To assess the state of the eService market and see how the vendors stack up against each other,
Forrester evaluated the strengths and weaknesses of top eService vendors.

After examining past research, user needs assessments, and vendor and expert interviews, we
developed a comprehensive set of evaluation criteria. Vendors were evaluated against approximately
117 criteria that can be grouped into 15 high-level segments (see Figure 1 and see Figure 2). ).

To rate eService suite vendors Forrester conducted an eService Wave to investigate the vendors’
strength along three dimensions:
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Figure 1 Evaluation Criteria

PRODUCT OFFERING

Knowledge base

Agent collaboration tools

Email response management

Interaction tracking/customer history

Search technology

Reporting and analysis

Technology/architecture

STRATEGY

Product vision

Sales and implementation strategy

Channel partnerships

How strong is the product's authored content repository for agents
and customer self-service? Do the capabilities and construction of
the knowledge base provide a solid backbone for an eService
implementation?

Does the product offer preintegrated collaboration tools that will
not only cut implementation costs but also improve agent
productivity by not requiring agents to use multiple desktop
applications?

How extensive is the product's ability to deflect emails from agents
with auto-response? Does the product streamline the time that
agents spend processing emails (auto-suggest) to allow more
interactions to be processed effectively using existing staff?

How well does the product's interaction tracking capability (also
known as case management) operate? How thorough is its ability
to present a full history of all customer interactions?

How powerful is the product's search technology? Does it let
customers and agents of any skill level find the right piece of
information quickly and easily?

Will the offering's packaged reports for agent productivity and
usage metrics help your company proactively identify ways to
improve the user experience, deflect more live interactions, and
further streamline problem resolution?

Are the product's enterprise application architecture and platforms
aligned with the robust standards set by IT organizations?

What is the company's vision for the eService market and the
product suite?

S| partnerships were provided for the TechRankings. Expand on SI
partnerships to discuss your approach to sales and
implementation. Do sell mainly direct, or through partners? Is your
professional services team seen as a key revenue generator, as it is
for most CRM vendors?

OEM partnerships are a lucrative way to generate additional
revenue. Describe your channel strategy and any key partnerships.

Source: Forrester Research, Inc.
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Figure 2 Evaluation Criteria (cont.)

MARKET PRESENCE

Financials

Installed base

Employee base

Systems integrators

Cost

Although large revenue increases remain few and far between,
vendors' financials should be evaluated to help ascertain viability.

Understanding the size of the installed base, and what percentage
of the installed base is eService, establishes eService market share
and company eService focus.

Total number of employees and resource allocation helps establish
company strength and investment in R&D.

As eService implementations tend to involve multiple integration
points, having multiple partnerships with A-list systems integrators
is an indicator of a vendor's influence and market share.

Cost is a major evaluation criterion for both the price of the
software and the cost of implementation, but is it a differentiator
between eService suite vendors?

Source: Forrester Research, Inc.

* Functionality. To measure their current capabilities, Forrester looked at both functional
breadth and depth. Support for multiple channels was a key criterion. We evaluated how the
solutions are able to leverage knowledge-base content across channels, as well as if and how
the solution leverages external content, including real-time data retrieval from the back office
for information like account balances, shipping dates, and inventory levels.

* Strategy. Here we evaluated the vendor’s long-term vision for the products, including their
vertical focus and planned enhancements. We evaluated their sales and implementation
strategies, including channel and SI partnerships that extend their presence and ability to offer
a more complete solution. We also looked at their ability to support clients globally.

* Market presence. In this category we focused on the vendor’s paying client base as well as its
reference clients. We looked at the vendor’s viability in terms of revenue growth, employee
base, and profitability. Additionally, we looked at their current international client base.
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With companies placing new emphasis on increasing both revenue and the customer experience,
best-of-breed eService vendors offer a lot more than knowledge bases and frequently asked question
(FAQ) lists. Leading vendors are making integration to third-party systems and information sources
a priority, providing integration connectors and more robust search engines. Channel support
continues to expand as well, with a few players offering full Web collaboration (page push, page
sharing, joint form fill, etc.). The main functional models evaluated for the eService Wave are
highlighted (see Figure 3).

Figure 3 Functional Modules Evaluated For The eService Wave

Functional Module
Web self-service
Desktop search tools

Email response
management

Web collaboration

Search technology

Knowledge base

Customer history
Interaction tracking

Cross-enterprise
integration/business
process management

Description

Capabilities for customers to access information stores and knowledge bases by a
variety of search techniques, hopefully solving their own problems without requiring
live agent assistance.

Tools for contact center agents to search a knowledge base and/or any existing content
repositories to find the answers to customer questions.

Automated acknowledgements, as well as both automated customer responses and
automated suggestions to agents for inbound customer emails, based on content
analysis of the inbound email and rule definition.

Tools that allow customers and agents to communicate via a Web connection with no
phone call. Web collaboration implies multiple features, including Web chat, page
push, page sharing, and joint form fill.

Search engines, generally based on a combination of key word searching and linguistic
analysis, allow agents and customers to identify the one correct answer to a question,
not just receive a laundry list of possible matches.

An authored content repository with question/answer scenarios stored in some sort
of structure (called an ontology by some vendors).

A history of all customer interactions, whether phone, email, chat, Web browsing, etc.

Workflow-driven system to track customer issues, also call trouble ticketing or case
management.

Tools and technology to integrate searches to external libraries of information or even
enabling real-time retrieval from back-office systems. When customer issues require a
process to be initiated for resolution, definable workflow is required to initiate and
monitor these processes until complete.

Source: Forrester Research, Inc.
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evaluation uncovered a market in which:

All vendors have multiple large customer references. Companies with less-than-demanding
requirements for eService (single knowledge base, basic email response tools, and Web self-
service) will find that all vendors can adequately meet their needs and offer low risk. To move to
a short list, evaluate based on your current and future functional needs, preferred architecture
(.NET versus J2EE, for example), and the vendor’s industry expertise.

Kana leads the pack for complex Web collaboration. KANA’s 2004 acquisition of Hipbone
provided the vendor with the strongest Web collaboration tools of the eService suite vendors,
including out-of-the-box transcription to capture complete audit trails of Web collaboration
sessions in customer history (see Figure 4). A key area of differentiation among the vendors
evaluated is verifying the source of all Web collaboration functionality, as some vendors partner
or OEM for these capabilities. A list of vendor scores used to define the Forrester Wave is
provided (see Figure 5).

RightNow offers fullest eService within a CRM suite. Starting life as a provider of Web self-
service, RightNow expanded first to offer a full customer service suite, and as of late 2004 offers
sales force and marketing automation tools as well. While its reliance on internally developed
technology and its emphasis on CPG companies means their products are not the deepest
functionally in some categories, RightNow offers good one-stop shopping for embedded
customer service and eService.

Figure 4 Forrester Wave™: eService, Q1°05

Risky Strong
Bets Contenders Performers Leaders
Strong Market presence
“ 00
ei Go online to download
KnowledgeBase c ,KANA the Forrester Wave tool
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ServiceWare RightNow for more detailed product
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Current comparisons, and
offering . .
customizable rankings.
Weak
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Source: Forrester Research, Inc.
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Figure 5 Vendor Scores Used To Define The Forrester Wave
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CURRENT OFFERING 351 385 335 333 360 3.80
Knowledge base 434 413 444 324 380 353
Agent collaboration tools 235 381 210 293 243 423
Email response management 274 478 3.03 344 289 478
Interaction tracking/customer history 232 360 3.16 340 3.00 3.76
Search technology 495 440 353 373 460 3.55
Reporting and analysis 500 280 260 240 3.60 2.60
Technology/architecture 335 3.63 350 374 442 411
STRATEGY 395 370 330 350 370 4.00
Product vision 390 360 3.60 400 4.80 4.00
Sales and implementation strategy 400 4.00 3.00 3.00 2.00 4.00
Channel partnerships 400 3.00 3.00 3.00 5.00 4.00
MARKET PRESENCE 306 284 256 436 3.03 317
Financials 260 240 220 440 220 3.20
Installed base 3.00 330 230 5.00 330 3.00
Employee base 380 230 360 420 3.70 260
Systems integrators 3.00 3.00 200 3.00 2.00 4.00
Cost 320 3.80 3.00 5.00 5.00 3.40

Source: Forrester Research, Inc.



Tech Choices | The Forrester Wave™: eService, Q1 2005

Contact center and technical support management have long made a business case for eService
projects by calculating the cost of deflected calls and increased agent productivity. While these
factors do not go away, and still should be used to gain project funding, look beyond these
tactical metrics to identify more strategic metrics that may lead to new project goals, and
ultimately, a different list of vendors. Some strategic metrics to consider:

* Competitive differentiation. What do your competitors offer for Web self-service? What is
the response time or service level for customer emails at your competitors? If your company
attempts to differentiate based on customer service, your eService project should begin by
benchmarking competitors.

* Create true 360-degree view. Include all customer emails and chats in customer history, as
well as logging which solutions in a knowledge base customers have viewed online. Provide
both customer service and sales with a more accurate picture of the customer experience
and their channel preferences.

* Capture more browsing time. From a marketing standpoint, having customers come again
and again to your self-service Web site provides opportunities to reinforce the company
brand and to upsell/cross-sell customers while online.

Oracle, SAP, and Siebel all are close to providing fairly sophisticated eService suites, with Oracle
the first to offer a full best-of-breed eService suite. This will fuel the continued consolidation of the
market, as CRM vendors buy eService technology in order to offer preintegrated suites and keep
the ever-expanding specialists from gaining a foothold in accounts.

But that does not mean eService is going away. The newer areas of eService differentiation, such
as dynamic generation of upsell/cross-sell messages, robust search technology, and tools for
complex problem diagnosis, are not likely to roll up into the CRM vendor’s view of eService in
the next two to five years. This gives niche specialists like InQuira, iPhrase, and Kaidara room to
expand their customer base without competing with the likes of Siebel for eService deals.
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! The declining effectiveness of traditional marketing tactics, consumer privacy legislation, and the desire to
use every interaction to deepen the customer relationship are driving marketing and service together. See
the April 9, 2004, Forrester Big Idea, “Why Marketing Should Own The Contact Center”

Siebel’s acquisition of edocs, announced in December 2004, raises the bar for eService and electronic billing
and payment capabilities available from enterprise CRM vendors with a combined service offering not even
SAP and Amdocs can claim today. See the December 21, 2004, Quick Take, “Siebel Extends CRM Footprint
With edocs Purchase”

While other CRM vendors struggle to articulate a cohesive eService vision and largely rely on partner
technology for knowledge bases, search, and email classification, SAP has unveiled an internally developed
email response management system that ups the ante on accurate auto-response and auto-suggest by
including customer context in the classification of inbound emails. See the May 19, 2004, Quick Take, “SAP

Brings Context Into Email Response Management.”
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