
The Key to Improving Your Customer Service: 
Intelligent Systems

Introduction

No matter the industry, improved customer service is critical for success. Organizations must retain current 
customers and cater to prized, high-spending and frequent customers. The reason: On average, it costs six 
times as much to acquire new customers than to retain existing ones and 80 percent of sales typically come 
from a loyal 20 percent customer base. 1  

The problem for many organizations is how to differentiate their services and deliver the highest quality 
offerings to the right customers at the right time. These issues are increasingly important due to the 
combination of lingering tough economic conditions and increased competition. Simply put, customers today 
are more price-sensitive and less brand-loyal. 

A stark example of this is found in retail. The use of price comparison apps for mobile phones poses 
challenges2 for some retailers because the apps allow in-store shoppers to check if rival stores or online 
merchants offer the same item or service for a lower price. Hospitality is the same. Hotels, airlines, and 
restaurants all face growing competition for customer dollars, while customers use web sites and smartphone 
apps to make their purchasing decisions. 

These conditions are simply elevating the importance of good customer service. With the costs to acquire 
new customers very high, efforts to retain customers make great sense in any economy. Still, the average 
business today loses around 20 percent of its customers annually simply by failing to attend to customer 
relationships, according to the marketing strategy company Marketing Wizdom.3  (In some industries this 
figure is as high as 80 percent.) Hence, there is a need for improved customer service. 

When it comes to loyalty programs to engage valuable customers, reliance on plastic card and now digital 
membership programs has delivered mixed results. Loyalty program participants who are both activated 
and fully engaged spend more money than other customers. Unfortunately, while organizations make 
great investments in these programs each year, most leave a lot of money on the table, according to Gallup 
research.4  

Others have raised a similar point. A recent Harvard Business School case note5 found that many retailers are 
not using loyalty programs effectively. In particular, the researchers noted that while many programs rely on 
generic rewards for participants and customized offers via email, true benefits are only realized when a higher 
level of interaction, one that results in a customer-retailer feedback loop occurs. This lesson applies to other 
industries as well.

This is where intelligent systems play a key role. They offer the two-way exchange of information needed to 
complete the feedback loop. 

The bottom line is that to stand out in today’s highly competitive business world, organizations must more 
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fully engage customers and deliver a superior level of customer service that helps build future loyalty. To accomplish 
this, forwarding thinking retail and hospitality organizations leverage embedded devices that are connected to 
intelligent systems. This allows them to differentiate their offerings in order to attract and retain customers.

Enabling intelligent systems

In efforts to deliver improved customer service, most industries, in general, and leading retailers and hospitality 
organizations, in particular, are pushing the envelope when it comes to the use of embedded devices, such as a hotel 
room key, a kiosk, point of sale (POS) terminal, or digital signage display. These devices – when connected to backend 
systems – make up what are called intelligent systems. 

Certainly, embedded devices such as scanners, smart POS terminals, and other systems, have been used for years in 
retail and hospitality environments. The difference with the intelligent systems approach is the end-to-end data flow 
and interaction between the various systems. Specifically, with today’s systems data flows from the devices into cloud-
based or on-premises systems for analysis and the creating of insights. Data then flows back to the device to improve 
the customer interaction in real-time. 

For example, in the past, a hotel might issue a guest a room key card with embedded technology. The card might be 
used to open the door, but also track the guest’s purchases in a gift shop or restaurant. An intelligent system approach 
allows the hotel to gather data from the devices and to take the interaction to a new level. When a guest enters a 
room a sensor identifies the guest and automatically adjusts the lighting, temperature, and music to match the guest’s 
preferences. 

Similarly, in a retail outlet, a retailer might customize digital signage based on knowledge of the customer’s 
preferences or present the customer with suggestions based on past purchases. 

Just as the flow of information in an intelligent system is two ways, so too are the benefits. From a company’s 
perspective, delivering a better customer experience improves customer satisfaction and loyalty. And customers also 
feel they are dealing with a company that cares about them more than another company. Over time, such applications 
of this technology will raise customer expectations to the point where they will expect a comparable level of service 
from every retailer or hotel in the future. 

That said, the key to an intelligent systems approach is the ability to integrate multiple devices and disparate backend 
systems. A typical scenario might involve looking up a customer’s preferences, shopping patterns, recent purchases, 
and past customer service interactions in a backend CRM system. It might also involve collecting and analyzing real-
time sales data to deliver personalized special offers while a customer is in a store. And the system must feed data back 
to the in-store device to improve the shopping experience of the customer. 

ROI and other benefits of intelligent systems

Until recently, intelligent systems have not been widely embraced because of the difficulties in integrating the various 
elements. In the past, connectivity meant one-way communication where devices responsible for capturing data sent 
that data to a backend system. Truly intelligent systems require two-way communication between devices and the 
backend systems. This lets organizations send data and insights back to the device so it can be used at the point of 
customer interaction. 
Such systems have become one of the most strategic assets in retail and hospitality. By connecting POS terminals, 
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scanners, digital signage, and other common devices to backend systems, organizations improve operations and 
customer service through pervasive business intelligence.

To show how this technology can transform business, Microsoft, partnering with the interactive marketing agency 
Razorfish and NEC, developed a demonstration highlighting how intelligent systems can enable retailers to better 
engage their customers and operate more efficiently. In the demonstration (which can be viewed here), interaction 
with a customer starts as soon as a person enters a store. A large digital display presents ads and allows the customer 
to interact with the ads through gestures. A camera in the display collects information about the customer’s age, 
gender, and height to customize the content. The display can even adjust the height of the delivered personalized 
content to ensure it is at the customer’s eye level. If the customer sees something of interest on the display, he or she 
snaps a picture of the item with a smartphone. 

Once in the store, the customer places the smartphone on a flatbed digital display system. The information is then 
transferred and customers are given a chance to take a closer look at the products both on the display and on their 
smartphones. For example, using gestures and touch, the customer can compare two items side by side on the display 
or use their smartphone to get a product description, pricing, and information on availability. 

After the customer selects items of interest, a sales associate places a tablet on the flatbed display. This populates a 
digital shopping cart on the tablet. The tablet and customer are then taken to a virtual dressing room where another 
display system lets the customers “try” on the items and see how they look from any angle. 

This strengthens the relationship between the customer and the retailer. It prevents a possible bad customer 
experience that would occur if, without the system, the customer takes an item home without “trying it on” and is 
dissatisfied. Customers coming in with the intent of buying one or two items might buy more after the virtual dressing 
room offers up additional items, specially selected based on knowledge of the customers’ shopping preferences. 

This same scenario and technology works for other types of companies including hotels, restaurants, banks, hospitals, 
and more. Essentially, embedded devices interacting with intelligent systems work any place where customers 
physically engage the company. 

Overcoming obstacles

Many companies have some version of an intelligent system in place today where various devices talk to one another. 
But the level of integration and seamless data exchange that is needed to get to the level of sophistication of the 
example above requires overcoming many technical challenges.

These challenges, and the technical complexity involved in getting the different devices to communicate and share 
data, prevent organizations from reaping the full benefits of end-to-end intelligent system deployments.  

Devices in a process need to have intelligence. There must be a way for the different devices to communicate with 
each other and with other systems. And there needs to be tight integration with backend systems. 

The costs to overcome these obstacles can be high but they need not be. If done properly, organizations can utilize 
existing IT investments.  The result is improved revenues from having a more engaged customer base and lower 
operating costs. 

To that latter point, tightly integrated technologies where a variety of embedded devices work with backend systems 
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help reduce cost in several ways, according to Forrester Research. Savings come in several areas including:

          • Reduction in training time
          • Reduced software failure rates 
          • Lower systems management and server costs
          • Elimination of redundant administration costs
          • Reduction in the number of development resources.

Microsoft as your technology partner

To build new intelligent systems, organizations need to select the right partner, with the right industry knowledge, who 
knows the business changes organizations are trying to drive today. Understanding the business and how to morph 
that business to increase value is absolutely critical.

Microsoft has been focusing on intelligent systems for years with a broad portfolio of products that provide industry-
leading end-to-end solutions. 

In October 2011, Microsoft announced a strategic product roadmap for helping hardware and software developers 
create specialized devices and solutions for intelligent systems — and capitalize on today’s powerful computing 
capabilities to use vast amounts of data in new ways. In particular, the roadmap focuses on tight integration 
between the device layer, server and database software, cloud services, and other infrastructure and line-of-business 
applications.

This sets Microsoft apart, offering the only major software platform with such a cohesive stack. To create intelligent 
systems on any competing platform at this point requires a large investment to integrate third-party technologies. 
With this vision in mind, Microsoft offers a range of products to help you with all types of devices plus enterprise 
solutions to help with storing, managing, sharing and analyzing data.  

Complementing the work on Windows Embedded for devices, Microsoft offers enterprise solutions such as Azure for 
intelligent devices to share data and SQL Server to help analyze the data. Microsoft also delivers security technologies 
like Forefront and identity technologies like Active Directory. 

This combination provides organizations with all of the technologies needed to build a complete intelligent system.

Additionally, Microsoft offers enhanced management of mobile devices. This lets IT staff manage the most common 
devices found in their environments in a manner similar to PCs and servers. This capability is a big benefit for larger 
organizations with a range of devices from various manufacturers. 

Finally, the Microsoft Partner Network provides qualified ISVs who can help an organization rapidly develop and 
deploy an intelligent system to more quickly reap the business benefits. 

For more information about Microsoft intelligent system offerings or to connect with a Microsoft representative,
visit: www.unlockintelligence.com 
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