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Abstract

CRM is an approach to manage a company's interaction with current and
potential customers. It uses data analysis about customers' history with a
company to improve business relationships with customers, specifically
focusing on customer retention and ultimately driving sales growth. CRM
has evolved from advances in information technology and organizational
changes in customer-centric processes. Companies that successfully
implement CRM will reap the rewards in customer loyalty and long-run
profitability. However, successful implementation is elusive to many
companies, mostly because they do not understand that CRM requires
company-wide, cross-functional, customer-focused business process re-
engineering. Although a large portion of CRM is technology, viewing
CRM as a technology-only solution is likely to fail. Managing a successful
CRM implementation requires an integrated and balanced approach to
technology, process, and people.
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1.Introduction

From the second half of the 1990s, work on relationship marketing started to grow substantially. As the
relationship marketing literature continues to develop, Sheth (1996) argued that the domain of
relationship marketing should be limited to include only those collaborative marketing activities that are
focused on serving the needs of the customer [1]. In contrast to this view, many other scholars argued
that relationship marketing should encompass a much wider range of stakeholders [2-4]. Since then, this
broader perspective of relationship marketing has progressively gained ground. Over the next 15 years,
since the start of the millennium, there has been a considerable further advancement in the field of
relationship marketing. This period marked a substantial rise in applying the use of technology in
managing customer relationships. Technological advances in many areas, including increased computer
power, more affordable data warehouses, availability of “big data” and advances in internet infrastructure
have collectively influenced what managers can do to develop and enhance relationships. In particular,
the increased ability to use information technology to generate customer insights and apply these insights
in relationship marketing programs led to the rise of customer relationship management (CRM). Whilst
the two terms — relationship marketing and CRM — are frequently used interchangeably, it is important
to recognize how CRM fits with relationship marketing. In Figure 1, drawing on Frow and Payne (2009),
we clarify the distinction between the concepts of relationship marketing, CRM and customer
management [5].

CUSTOMER RELATIONSHIP
MANAGEMENT MARKETING

Figure 1: Relationship marketing (Strategic management of relationships with all relevant stakeholders),
CRM (Strategic management of relationships with customers using appropriate technology) and customer
management (Implementation and tactical management of customer interactions involving aspects such as

Campaign management, call centre management, sales force automation).

1.2 Changes in management systems in the 1990s: ERP

The new framework for company activities that emerged in the 1990s, characterized by the globalization
of markets, technological development, the larger number of competitors, and increased customer
demands, obliged companies to renew their management systems in order to adapt themselves to the new
competitive environment [5]. The dynamic of the change was based on both methodological and
technological elements. Firstly, concepts and methodologies directed towards reducing costs and
improving the quality of operational activities, such as reengineering business processes, supply chain
management, and so forth, were consolidated. Secondly, innovative technologies became available, thus
allowing companies to manage an ever-increasing volume of information in an efficient manner. One of
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the most important of these technologies was the ERP (enterprise resource planning) computer programs
[6]. Consequently, companies have achieved a high level of maturity in the use of computer applications
to improve the efficiency of the firm’s everyday activities. It is therefore very common, depending on
their size or the sector, for their operational level activities in the areas of accounting, sales, purchasing,
warehousing, logistics, production and human resources to be computerized.

1.3 Changes in management systems in 2000: CRM solutions

The implementation of ERP produces an improvement in the quality and efficiency of business processes.
However, when the majority of companies in a sector have optimized their internal processes, this
improvement becomes a condition that is necessary to remain in the market but ceases to be a competitive
advantage [7]. As a result, in the future, differentiation from competitors is going to be based on the speed
with which a company is capable of responding to the requirements and demands of the market with
innovative products and services [8]. Therefore, although customer care has always been a basic rule of
commercial activity, a new model of customer relationship management (known as CRM) is now
necessary in order to adopt a customer-focused form of organization, which maximizes the value
customers can expect from the company and sees in the information derived from the customer the
opportunity to establish business strategies [9]. In addition, from the technological point of view, this
new customer-focused organizational model makes it necessary to complement the ERP applications that
have played a key role in the processes of optimizing internal procedures (Business Process Re-
engineering) and external processes relating to supply chain management with CRM Information
Technologies (IT) solutions that play a key role in customer management procedures [10].

1.4 CRM (customer relationship management)

CRM is an approach to manage a company's interaction with current and potential customers. It uses data
analysis about customers' history with a company to improve business relationships with customers,
specifically focusing on customer retention and ultimately driving sales growth [11]. One important
aspect of the CRM approach is the systems of CRM that compile data from a range of different
communication channels, including a company's website, telephone, email, live chat, marketing materials
and more recently, social media [12]. Through the CRM approach and the systems used to facilitate it,
businesses learn more about their target audiences and how to best cater to their needs.

CRM systems basically make three things possible [13].

(1) Having an integrated, single view of customers, by using analytical tools.

(2) Managing customer relationships in a single way, regardless of the communication channel:
telephone, website, personal visit, and so forth.

(3) Improving the effectiveness and efficiency of the processes involved in customer relationships.

As a result, the implementation of a CRM System will involve changes in the organization and operation
of each company, resulting in an improvement in its performance and competitiveness. The most notable
improvements that can be predicted are the following [13].

» Greater customer satisfaction, by offering a better service.

* Greater business coherence, defining corporate objectives linked to customer satisfaction.

» Managing to increase the number of customers and secure greater loyalty thanks to the re-organization
and computerization of business processes surrounding the customer relations life-cycle (sales,
marketing, customer care services).

* Improving and extending customer relationships, generating new business opportunities.

» Knowing how to segment customers, differentiating profitable customers from those who are not, and
establishing appropriate business plans for each case.
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* Increasing the effectiveness of providing customer service by having complete, homogeneous
information.

* Lower costs.

» Sales and marketing information about customer requirements, expectations and perceptions in real-
time.

2. CRM: understand a company’s customers

In the mid-twentieth century, mass production techniques and mass marketing changed the competitive
landscape by increasing product availability for consumers. However, the purchasing process that
allowed the shopkeeper and customer to spend quality time getting to know each other was also
fundamentally changed. Customers lost their uniqueness, as they became an “account number” and
shopkeepers lost track of their customers’ individual needs as the market became full of product and
service options. Many companies today are racing to re-establish their connections to new as well as
existing customers to boost long-term customer loyalty. Some companies are competing effectively and
winning this race through the implementation of relationship marketing principles using strategic and
technology-based customer relationship management (CRM) applications. CRM technology applications
link front office (e.g. sales, marketing and customer service) and back office (e.g. financial, operations,
logistics and human resources) functions with the company’s customer “touchpoints” [14]. A company’s
touchpoints can include the Internet, e-mail, sales, direct mail, telemarketing operations, call centres,
advertising, fax, pagers, stores, and kiosks. Often, these touchpoints are controlled by separate
information systems. CRM integrates touch points around a common view of the customer. In some
organizations, CRM is simply a technology solution that extends separate databases and sales force
automation tools to bridge sales and marketing functions in order to improve targeting efforts. Other
organizations consider CRM as a tool specifically designed for one-to-one [15] customer
communications, sole responsibility of sales/service, call centres, or marketing departments. We believe
that CRM is not merely technology applications for marketing, sales and service, but rather when fully
and successfully implemented, a cross-functional, customer-driven, technology-integrated business
process management strategy that maximizes relationships and encompasses the entire organization [16].
A CRM business strategy leverages marketing, operations, sales, customer service, human resources,
R&D and finance, as well as information technology and the Internet to maximize profitability of
customer interactions. For customers, CRM offers customization, simplicity, and convenience for
completing transactions, regardless of the channel used for interaction [17]. CRM initiatives have resulted
in increased competitiveness for many companies as witnessed by higher revenues and lower operational
costs. Managing customer relationships effectively and efficiently boost customer

satisfaction and retention rates [18-21]. CRM applications help organizations assess customer loyalty and
profitability on measures such as repeat purchases, dollars spent, and longevity. CRM applications help
answer questions such as “What products or services are important to our customers? How should we
communicate with our customers? What are my customer’s favourite colours or what is my customer’s
size?” In particular, customers benefit from the belief that they are saving time and money as well as
receiving better information and special treatment [22]. Furthermore, regardless of the channel or method
used to contact the company, whether it is the Internet, call centres, sales representatives, or resellers,
customers receive the same consistent and efficient service [23]. Table | provides a brief overview of
some of the benefits that CRM offers by sharing customer data throughout the organization and
implementing innovative technology. With much success, software vendors such as Oracle, SAP,
PeopleSoft, Clarify, SAS, and Siebel are racing to bring off-the-shelf CRM applications to organizations.
Many of these are the vendors responsible for developing enterprise resource planning (ERP) systems.
AMR Research estimates that the CRM market will top $16.8 billion by 2003 [24]. While there are many
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compelling reasons to consider a CRM strategy, caution and careful analysis are prudent. Hackney (2000)
warns that although CRM software vendors may entice organizations with promises of all-powerful
applications, to date there is no 100 percent solution [25]. Possible risks such as project failure, inadequate
return on investment, unplanned project budget revisions, unhappy customers, loss of employee
confidence, and diversion of key management time and resources must be well thought out [26]. In one
example, a large telecommunications company rolled out a major CRM application to more than 1,000
sales reps in late 1999, at a cost of $10,000 per user, only to find a year later that fewer than 100 were
using the system [27]. Recent surveys further reveal that the average investment in CRM applications is
$2.2 million dollars [28] and that CRM implementation failure rate is as high as 65 percent [29]. It is
becoming increasingly clear that stalled or failed CRM projects are often the result of companies lacking
a thorough understanding of what CRM initiatives entail. Thus, this paper first presents the evolution of
CRM to facilitate the comprehension of the implementation issues. It then sets out to explore the
underlying critical components that can enable (or hinder) the successful implementation of CRM
initiatives. A CRM implementation model that integrates the three key dimensions of people, process,
and technology within the context of an enterprise-wide customer-driven, technology-integrated, cross-
functional organization is proposed in Figure 2. The essential roles of these three dimensions are further
elaborated in the subsequent sections following the evolution of CRM.

Customer-centric S .
Cross-functional

BUSINESS PrOCESS | uunnnnnnnnnnnnenreessnsssssscasaaaannnnnnnnnnnssnssmeneanenn Integration
i A
People
Technology
v :

Technology-driven

Enterprise-wide
"""""""""""""""""""""""""""""""" Processes

Strategy

Figure 2. A CRM implementation model

Information technology (IT) has long been recognized as an enabler to radically redesign business
processes in order to achieve dramatic improvements in organizational performance [30, 31]. IT assists
with the re-design of a business process by facilitating changes to work practices and establishing
innovative methods to link a company with customers, suppliers and internal stakeholders [32]. CRM
applications take full advantage of technology innovations with their ability to collect and analyze data
on customer patterns, interpret customer behaviour, develop predictive models, respond with timely and
effective customized communications, and deliver product and service value to individual customers.
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Using technology to “optimize interactions” with customers, companies can create a 360-degree view of
customers to learn from past interactions to optimize future ones [33]. Innovations in network
infrastructure, client/server computing, and business intelligence applications are leading factors in CRM
development. CRM solutions deliver repositories of customer data at a fraction of the cost of older
network technologies. CRM systems accumulate, store, maintain and distribute customer knowledge
throughout the organization. The effective management of information has a crucial role to play in CRM.
Information is critical for product tailoring, service innovation, consolidated views of customers, and
calculating customer lifetime value [34]. Among others, data warehouses, enterprise resource planning
(ERP) systems, and the internet are central infrastructures to CRM applications.

Customer relationship management is an enterprise-wide customer-centric business model that must be
built around the customer. It is a continuous effort that requires redesigning core business processes
starting from the customer perspective and involving customer feedback. The Seybold Group starts this
process by asking customers what barriers they encounter from the company [35, 36]. In a product-
focused approach, the goal is to find customers for the products using mass marketing efforts. In a
customer-centric approach, the goal becomes developing products and services to fit customer needs. In
Seybold’s work, five steps in designing a customer-centric organization were suggested:

(1) make it easy for customers to do business;

(2) focus on the end customer;

(3) redesign front office and examine information flows between the front and back-office;

(4) foster customer loyalty by becoming proactive with customers; and

(5) build in measurable checks and balances to continuously improve

Optimizing customer relationships requires a complete understanding of all customers; profitable as well
as non-profitable, and then to organize business processes to treat customers individually based on their
needs and their values [37]. Within the paradigm of business process re-engineering, Al-Mashari and
Zairi (1999) offer a holistic view of success and failure factors. Specifically, change management,
management support, organizational structure, project management, and information technology were
highlighted [38]. Companies considering CRM implementation can also benefit from addressing these
five BPR issues. CRM projects require full-time attention to the implementation project team with
representatives from sales, marketing, manufacturing, customer services, information technology, etc.
Cap Gemini and IDC found that top management and marketing and sales management are generally the
initiators of a corporate CRM project (1999). In addition, project teams require not only sponsorship by
top management but also a project champion that can persuade top management for continuous change
efforts [38]. In general, project teams assist companies to integrate their core business processes, combine
related activities, and eliminate the ones that don’t add value to customers. A functional organization
often takes “ownership” of customer data. Many departments and individuals see customer handling as a
sales or marketing function and regard the release of their data to another function as a loss of power. A
customer-centric model requires sharing the data enterprise-wide; this usually requires a fundamental
paradigm shift in the culture to sharing information and knowledge. Especially in organizations where
tradition has established separate goals and objectives, top management must not take a passive role in
change efforts. silo-based organizational myopia must be replaced with a customer-focus so departments
will collaborate rather than compete with each other. Many of these changes’ efforts can be aided by
effective communication throughout the entire project and reaching all levels of employees.

CRM initiatives require vision and each and every employee must understand the purpose and changes
that CRM will bring. Re-engineering a customer-centric business model requires cultural change and the
participation of all employees within the organization. Some employees may opt to leave; others will
have positions eliminated in the new business model. Successful implementation of CRM means that
some jobs will be significantly changed. Management must show its commitment to an ongoing
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company-wide education and training program. In addition to enhancing employee skills and knowledge,
education boosts motivation and commitment of employee and reduces employee resistance.
Additionally, management must ensure that job evaluation, compensation programs, and reward systems
are modified on a basis that facilitates and reward customer orientation. After all, how people are
measured will determine their behavior [39].

Conclusions

CRM applications attempt to focus on the customer first, specifically one customer at a time, to build a
long-lasting mutually beneficial relationship. Customer relationship management is a comprehensive
approach that promises to maximize relationships with all customers, including Internet or “e-customers”,
distribution channel members, and suppliers. Getting to “know” each customer through data mining
techniques and a customer-centric business strategy helps the organization to proactively and consistently
offer (and sell) more products and services for improved customer retention and loyalty over long periods
of time.
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