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Abstract 
 
The purpose of this thesis is  study of Customer Relationship Management process 
in Customer Retention . We describe the objectives of Customer Relationship 
Management (CRM) in Customer Retention which is very important for the 
survival of companies in today competitive environment.  
 
Today, “CUSTOMERS” are very important factors in companies management 
with the power to change their short-term and long-term polices and strategies. 
Therefore enough knowledge of environment, expectations of customers and their 
desires are very important to find the best solution for facing un-expected 
behaviors of customers and then behave in such a way to change the mind of 
customers in the direction of  companies’ profit .  
 
It’s an art to absorb customers by using different techniques such as CRM in order 
to manipulate companies’ policies a head of  them .  
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Note to Readers 
 

We selected the “Literature Review” research method because of the following 
reasons: 
 

1. The CRM applications are a new concept in Iran and not that many 
organizations have been able to establish a production-level system. 
Although some governmental institutes and organizations are 
completing their research and analysis regarding CRM systems, but 
still there were not enough real world practices and executions that 
can be researched by our group. 

2. Since most of the Iranian large companies (governmental or private) 
have monopoly on the products and/or services that they provide, 
customer satisfaction and retention have not been the first priority. In 
most of the cases, there is no competition for them. 

3. In general businesses in Iran are not “customer-oriented”. High 
demands and shortage of products usually provides more customers 
that they can handle. 

 
As a result, it was not possible for us to collect enough reliable data from local 
sources for using in our research. Therefore we decided to use available written 
materials (hardcopy and online) for the project. Many books, magazines, articles 
along with online resources such as company websites, newsgroups, online 
reviews and discussions have been referenced to assemble valuable information 
for preparing this document. A list of references is provided at the end of the thesis 
as well. 
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This chapter will provide the reader with an insight to the research area. First, an 
introduction and discussion are provided to explain the importance of the subject.   
Next, the problem discussion is included which covers overall purpose of the study and 
specific research question. 
 
1  Introduction 
 
Marketing is one of the core disciplines of successful management today. It impacts on 
society everyday in a myriad of ways – creating new products and services; helping 
organizations understand what people want and need; helping people find products and 
services that meet their needs; communicating information that makes people’s lives 
more efficient; creating exchanges that generate employment and wealth. But 
marketing also raises ethical issues about excess consumption, unhealthy obsessions 
and addictions, the impact we have on the environment and the communities in which 
we live.  
 
Obviously marketing is important in all areas of the organization, and customers are the 
reason why business exist . In fact, marketing efforts (including services as promotion 
and distribution) often account for more than half of the price of product. 
 
Based on the nature of marketing, it involves voluntary “exchange“ relationship where 
both sides must be willing parties. The parties must be able to communicate which could 
be through different instrument. Therefore, in toady’s highly competitive environment, 
business needs to better understand their customers, which who are the most 
profitable, and how to best retain those customers. This understanding meets through 
different channels which one is CRM.  
 
“CRM is short for Customer Relationship Management, the industry term for the set of 
methodologies and tools that help an enterprise manage customer relationships in an 
organized way.” (Strategic Management website- 2005) 
 
CRM helps companies make sense of customer needs and helps companies manage 
these relationships more intelligently and help predict the future. Such knowledge 
provides a crucial competitive differentiation for companies to gain market share and 
reduce operational costs with retaining their customers.  
 
On the other hand the generally accepted purpose of CRM is to enable organization to 
better serve its customer through the introduction of reliable processes and for 
interaction with those customers. 
 
It is a process or methodology used to learn more about customers' needs and 
behaviors in order to develop stronger relationships with them. There are many 
technological components to CRM, but thinking about CRM in primarily technological 
terms is a mistake. The more useful way to think about CRM is as a process that will 
help bring together lots of pieces of information about customers, sales, marketing 
effectiveness, responsiveness and market trends.  
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CRM Strategy implementation is based on the concept that an organization's most 
valuable asset is the customer and the organization must manage its customer 
relationships wisely. Having the various departments of the organization (such as: 
marketing, sales and service) gather qualified information will create a database which is 
of real value to the company. Establishing defined processes for data retrieval will allow 
effective use of the data and a uniform platform for customer relations management as 
well as optimal customer service. Thus, an in depth organizational change that supports 
CRM is required throughout the marketing, sales and service departments. 
 
In another word, CRM is an effective tool for allowing customers to perform their own 
services via a verity of communication channels, and also make sawing and encourage 
new customers.  
 

1.1 Marketing 
 
“Concerning marketing, Kotler mentioned that the core concept of marketing is wants 
and demand, products and service, value, satisfaction, quality, exchange, transactions, 
relationship, markets.” (Kotler - p. 5) 
 
“Marketers believe that these above items are core-marketing concept building on the 
one before it. Human needs are states of felt deprivation. They include basic “physical” 
need for food and etc. Wants, are the from human needs take as they shaped by culture 
and individual personality.” (Ibid - p. 8) 
 
“Marketing is an organizational function and a set of processes for creating, 
communicating and delivering value to customers and for managing customer 
relationships in ways that benefit the organization and its stakeholders.” 
(American Marketing Association - 2004) 
 
“People in industrial societies may try to find or develop objective that will satisfy their 
desire. The marketing concept holds that achieving organization goals depends on 
determining the needs and wants of target markets with penetration on it and delivering 
the desire satisfactions more effectively and efficiently than competitors do.”  
(Kotler - p. 405) 
 
“In contrast, the marketing concept takes an outside-in perspective. It starts with a well-
defined market, focuses on customer needs, coordinates all the marketing activities 
affecting customers and makes profit by creating long-term customer relationships 
based on customer value and satisfaction. Under the concept customer focus and value 
are the paths to sales and profits. (Ibid) 
 
“Peter Drucker mentioned marketing and innovation are the two chief functions of 
business. You get paid for creating a customer, which is marketing. And you get paid for 
creating a new dimension of performance, which is innovation. Everything else is a cost 
center. Marketing is changing to meet the changing world. Marketing remain the 
business activity that identifies an organization’s customer needs and wants. Marketing 
determines which target markets a company can serve best, and marketing helps the 
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design of appropriate products, services and program to serve these markets.” 
(Definition of Marketing – P.1) 
 
“Noel Capon and James M. Hulbert mentioned that Marketing activity is at the core of 
managing a business; it provides the focus for interfacing with customers and is the 
source of intelligence about customers, competitors and the business environment in 
general.“ (Noel capon – P.1) 
 
“To Succeed or simply to survive, companies need a new philosophy. To win in today’s 
marketplace, companies must be customer-centered. They must deliver superior value 
to their target customers. They must be skilful in market engineering, not just product 
engineering.  A company that focuses on customer development in designing its 
marketing strategies and on delivering superior value to its target customers.” (kotler - 
p. 391) 
 
 

1.2 CRM in Marketing 
 
“In contrast, the marketing concept takes an outside-in perspective. It starts with a well-
defined market, focuses on customer needs, coordinates all the marketing activities 
affecting customers and makes profit by creating long-term Customer Relationships (CR) 
based on customer value and satisfaction. Under the concept customer focus and value 
are the paths to sales and profits” (Kotler –  p. 409-10) 
 
“However, in considering the future of relationship marketing, there are a number of 
issues which need to be addressed from the consumer's perspective. First idea of 
developing a relationship between producer and consumer may have an inherent appeal 
and sense of fair play and, in some situations, this may be the preferred choice. But let 
us examine what is really happening in these relationships in a little more detail. What 
has become apparent in the last few years is that many consumers have come to realize 
that relationship marketing is too often about the relationship that the producer wants 
and very little about the relationship that the consumer requires. When the balance of 
power lies in the hands of the producer, there is little the consumer can do other than 
refuse to respond to calls for further and deeper relationships, although depending on 
the choices available in the marketplace this may be more or less difficult. Even when 
consumers expressly exclude themselves from a relationship, the producer can still 
ignore their consumers' wishes.”(Szmigin web site- 2003)   
 
“While these anecdotal examples reveal something of the frustration that a customer 
may feel with relationship marketing, the academic literature has further analyzed some 
of the problems with relationship marketing gin practice. In (1998) Fournier et al. 
published a paper precisely concerned with the potential premature death of relationship 
marketing. They had identified that a key problem for the future of relationship 
marketing was that relationships involve give and take. Relationships require at least 
two supposedly willing participants coming together in some mutually beneficial 
exchange over time, and while it appears to come as a surprise to some organizations, 
consumers may not be as keen to have such long-term relationships as the suppliers 

PDF created with FinePrint pdfFactory trial version http://www.fineprint.com

http://www.fineprint.com


Page  10

are. Just as Weinberger (2000) suggested, some people just do not want a relationship 
of any kind from tins of baked beans, through to the supermarket they visit most 
frequently and the bank where their monthly salary is deposited. What they prefer is a 
series of suitable transactions or at least the access to choice, even if they do not opt for 
a different supplier each time they shop. Others (Peterson 1995) have pointed out that 
the evidence suggests reducing consumer choice is typically met with resistance. 
Consumers may enter into what appear to be relationships, but they may have many 
motives for so doing. The result may be a short- or long-term reduction of choice, which 
may or may not be important to them.”(Ibid) 
 
Customer satisfaction is the outcome felt by who have experienced a company 
performance that has fulfilled expectation. Customers are satisfied when their 
expectations are met and delighted when their expectations are exceeded.  Satisfied 
customers remain loyal longer, buy more, are less price sensitive and talk favorably 
about company. To be known, customer satisfaction has to be measured and there are 
several established ways of doing this. (kotler  - pp.  411-12) 
 

1.3 Customer Relationship Management (CRM) 
 
“The term CRM gained widespread recognition in the late 1990s. Researchers and 
partitions both in the academic area and the business field enthusiastically have shared 
their viewpoint and experience in applying CRM. In less than a decade, CRM has 
escalated into a topic of major importance. Although the term only came use to a 
significant extent in the late part of 1990s, the principles on which it has been based 
have exist for much longer.” (Tariq Mohiuddin Ahmed - p. 1)  
 
“In any business, customers are the most important aspect of a successful company and 
the customers must be looked after and managed properly. Many large companies are 
investing in relationship management. also known as CRM.  
CRM helps the company by showing them the correct procedures and processes for 
looking after a customer properly. There is customer relationship management or CRM 
software available which at the most basic level will give the sales staff valuable 
information about the customer contact that will make the customer feel very special, 
such as remembering children's names or birthdays. Business call centers are the 
biggest user of customer relationship management software as they will log many 
customer details that they can refer back to if they need to speak to the customer again. 
The whole customer relationship management or CRM strategy does not rely solely on 
the installation of CRM software but the theory must start from the ground up with the 
employees first. The employees must be trained on the customer relationship theory or 
CRM theory so that they can get the best from the customer relationship management.” 
(CRM web site). 
“Customer Relationship Management (CRM) has today become a topical area of interest 
especially with the onset of e-commerce. As CRM is a term used in a broad manner, 
there is probably a need for the marketing practitioner to understand what it is, its 
impact on the organization (not just on the marketing aspects), its applicability to an 
organization and its benefits to customers. There is a need to understand that CRM is an 
overall strategy for the organization and not just a sales tool with a short-term 
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orientation. CRM requires a long-term plan, and anything long-term requires a strong 
organizational commitment and appropriate investment.” (Ibid) 
“CRM as a concept is as old as marketing itself. Firms in both consumer and business-to-
business marketing have always (either by accident or design) made attempts to 
encourage repeat buying from regular and frequent consumers. A common consumer 
would have realized and experienced this aspect of CRM (though in a very indirect form) 
from grocery shops to large outlets. What has been added to this kind of CRM is the 
collaborative and cooperative aspects from business-to-business marketing (with 
different buying influences) or it could just involve the consumer using a credit card 
sharing his personal (demographic and psycho-graphic) information with the marketer. 
The CRM structure for business-to-business marketing may be different from the one 
which is required for consumer marketing.”(Ibid) 
“CRM is a relationship process which a company can cultivate with its customer 
groups/segments in such a way that it would benefit both the customer and the 
company. The pre-requisites of any CRM programmed are: 
 
A willingness from both the company and the customer to stay committed to the 
relationship which is based on mutual benefits. This is required because organizational 
process changes may have to be initiated in both organizations and hence top 
management has to be convinced about CRM in both the companies (in case of 
business-to-business marketing context).” (Ibid) 
 
“‘Non-transactional’ orientation on the part of the marketer. A transaction is a ‘one-off’ 
interaction and hence CRM involves a combination of strategies which build up the 
relationship between the marketer and customer over a period of time (though 
transaction-based loyalty programs could be formulated). 
A willingness on the part of the marketer to invest in an infrastructure that can 
implement and operate CRM. The infrastructure could include web-based 
hardware/software which could effectively harness the advantages of CRM.” (Ibid) 
 
“A company like TISCO1  which has invested heavily on its cold rolled mill infrastructure 
would like to select a segment like the automobile segment and specific companies in 
the segment which are conscious of the advantages of having a relationship with TISCO 
— fine tolerances of the special material required for making the end product and the 
pre-sale service which would emerge from the core competence of the company with 
regard to raw material usage. These companies are also likely to pay a premium for the 
relationship as the relationship is likely to produce the differentiation which consumers 
of the end product are likely to appreciate (consumers buying cars). While there is 
substantial growth of SOHO (Small Office Home Office) and SME (Small and Medium 
Enterprise), a company like Dell Computers may decide to concentrate on large 
companies for its CRM programs from the viewpoint of loyalty and profitability. It may 
also be essential for a company to make an assessment of the lifetime value of a 
customer before formulating a CRM program. While loyalty and satisfaction are strongly 
linked to CRM programs, the specific objective of a CRM program for a customer may 
have to be decided by a company before planning the appropriate program. For 
example, reducing the cost of distribution may be the objective of a CRM program at a 
                                           
1 A British / American company in the area of compiler development and software development tools, hard 
real time system, and audio and video compression. 
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given point of time. This may involve working out and restructuring ordering patterns, 
taking into consideration the consumption patterns and inventory levels at the 
customer’s end and the production systems at the manufacturing end. The co-operative 
and collaborative aspects mentioned earlier can be noted here. Similarly in consumer 
marketing, the objective of a CRM program for a fast food company may be to increase 
the frequency of purchase of a food item. A promotional program for the brand could be 
roped in as a part of the CRM program. This would result in re-buy at least from a cross-
section of consumers and they may also be satisfied with the manner in which the 
company has gone about it (for example, providing a variety of recipes with the food 
item for a segment which the company believes could exhibit loyalty). Loyalty in 
categories like fast foods, soaps and confectionery could be driven through innovative 
CRM programs. Apart from loyalty and satisfaction linkages, communication is a vital 
aspect of any CRM program. Communication with regard to state-of-the-art offerings 
concerning the product category, the efforts of the company/brand to keep itself 
updated in terms of the benefits offered, satisfied customers of a CRM program and 
specific benefits of a CRM program may help a marketer to keep in touch with a 
prospective target segment of consumers”. (Ibid) 
 

1.4 Customer Retention 
 
“In the past, many companies took their customers for granted. Customers often did not 
have any alternative suppliers, or the other supplies were just as poor in a quality and 
services, or the market was growing so fast that the company did not worry about fully 
satisfying its customers. A company could loses 100 customers a week, but gain another 
1000 customers and consider its sales to be satisfactory. Such a company, operating on 
a ‘ leaky bucket’ theory of business, believes that there will always be enough customers 
to replace the defecting ones. “ 
(Kotler – p. 405)    
 
“Customer retention programs can be a powerful tool in the arsenal of CRM. Customer 
retention is important to most companies because the cost of acquiring a new customer 
is far greater than the cost of maintaining a relationship with a current customer.” (Ro 
King - 2005) 
 
“For many firms, customer profitability is skewed in such a way that losing the most 
profitable customers has a very serious effect. In many banks, for example, the top 30 
percent of customers (when ranked by profitability) can make up 100–150 percent of 
total customer profitability. That’s right the bottom eighty percent of customers may 
provide no profitability or, worse yet, destroy 50 percent of profitability.”  (Ibid) 
 
“In addition to saving profitable customers, retention programs allow companies to 
collect data about their customers. This data can be used to better understand, target, 
market to, and communicate with customers or to customize future interactions with 
customers. Retention programs can be a relatively inexpensive means of making 
customers feel special, increase their purchases and recommend prospects.”(Ibid) 
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“Obviously CRM  is a crucial part of customer retention. What can a CRM system do and 
what can't it do in regards to customer retention? First, let’s define CRM system. Many 
firms think that when they purchase a sales force automation system or a customer 
service automation system they have purchased a CRM system.”(Ibid) 
 
“However, a true CRM system also requires the ability to gather data about customers, 
store that data in a format that is easy to access, analyze the customer data, use this 
customer information to market or to communicate with customers. Usually, this means 
that a firm will use more than one piece of software to meet their analytic and 
operational CRM needs.” (Ibid) 
 
“In terms of customer retention, the appropriate data capture, access and analysis 
system enables a firm to determine which customers it is most interested in retaining. 
Campaign management software enables the firm to target these customers and 
manage a variety of offers to encourage the customers to remain with the firm.” (Ibid) 
 
“A sales force or customer service system can identify high-value customers to sales and 
service forces so these customers will benefit from individualized retention activities.” 
(Ibid) 
 

1.5 Impact of CRM on Customer Retention 
 
“Any company that depends on repeat business absolutely must have a good customer 
retention system in place in order to thrive in today’s competitive environment. Time 
and again I have seen this as the primary area of businesses where companies don’t 
succeed at the level they are capable of - especially in small businesses. The thinking 
with many people is, “If they want my services, they know where to find me.” While a 
potential customer is looking for you, your competition’s marketing systems may find 
them first!” (Kathleen Gage – 2004) 
 
”As an example, a pet store offering grooming services could increase revenues by 
having a reminder system in place to notify the customer when their dog is due for 
grooming or to let them know when a new product arrives. They may also consider 
using a punch card that gives the customer a free grooming service after a 
predetermined amount of visits have been made. Many pet owners view their animals as 
family members and will be more likely to do business with you when they believe you 
care about their pets just as much as they do.” (Ibid) 
 
”What would your profit margin be if you were able to turn the occasional customer into 
a frequent customer? Customers who regularly visit your business would also be more 
likely to refer you to their friends and associates. Remember that frequency is 
determined by your particular industry or service. A grocery store may consider twice-
weekly visits a good frequency, whereas a dry cleaner may only be monthly.” (Ibid) 
 
“Changing customers from being a one or two item purchaser to purchasing several 
products can increase your bottom line tremendously. With a bit of vision and creativity, 
one basic service can open several opportunities. Most businesses can take their basic 
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product or service and expand into other offerings. What are your current offerings? Are 
there other products and services you could develop that are consistent with your 
market and your company vision? “ (Ibid) 
 
“This is where you can create an incredible backend list of possibilities. Once you think 
about other offerings, what are some new avenues you could open? Is it possible to 
partner with other companies where you could offer each other’s products and 
services?” (Ibid) 
 
“Here are some possibilities:  
 

• Car dealerships offering a year’s worth of car washes or oil changes at a 
discount, 

• Hair salons who sell facials or nail services, 
• Pet shops selling grooming services,  
• Restaurants who provide recipe books, 
• Chiropractors and Massage Therapists who promote their services. 

 
As you plan for the coming year, include methods for keeping in touch, developing a list 
of companies you can partner with and increasing strategies for gaining and maintaining 
top-of-the-mind awareness for your customers.” (Ibid) 
 
”Marketing is about timing. Just because you contact a client today does not mean they 
are in the market to buy today. However, if you keep in regular contact with them, 
when they are ready to purchase, there is a good chance you will be the one they call.” 
(Ibid) 
 
“Today’s customers are busy. New choices are thrown at them every day. Keep your 
name on the top of their list by consistently reminding them of their great experiences 
with your company. Great marketing systems will help you gain and retain customers.” 
(Ibid) 
 
 

1.6 Research Problem 
  
“New market condition sharpens completion. The number of competitor raises while at 
the same time the services and products available on the market differ less and less at 
their core. This has resulted in decreasing of customer retention and increasing costs to 
do business. For most business CRM is emerging as an important tool and an innovative 
way to add their products and services. Effective CRM has become a strategic imperative 
for companies in virtually every business sector. Companies are moving closer to their 
customers, expanding more effort in finding new ways to create value for their 
customers and transforming the customer relationship into one of solution finding and 
partnering rather than one of selling and order taking.” (Tariq Mouhiddin Ahmed – p . 6) 
 
“Managing customer relationship effectively and effectively boots customer satisfaction 
and retention rates. Organizations have discovered and research studies have shown 
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that retaining current customers is much less expensive than attempting to attract new 
ones. Companies have come to realize that in order to develop successful long-term, 
relationship with customers they should focus on the “economically valuable” customer, 
while keeping away and eliminating the “economically invaluable” ones. Proper CRM  
practices can potentially impact customer satisfaction rating and can potentially lead to 
increase customer retention.”(Ibid) 
  
Therefore, the research problem is study of impact of CRM process within  customer 
retention for obtaining more efficiency in customer relationship.  
 
 

1.7 Research Objectives 
 
From the problem discussion above, the purpose of this study is to explore the impact of 
Customer Relationship Management on Customer Retention, In order to reach our 
purpose the following research question is stated:  
 

• What is the role of Customer Relationship Management Process in customer 
retention? 

• What types of impact (if there is any) the application of CRM will have on the 
customer retention?  
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2 Literature Review 
 
“A customer is the most important visitor on our premises. He is not depending on us. 
We are depending on him. He is not an interruption on our work. He is the purpose of it. 
He is not an outsider on our business. He is a part of it. We are not doing him a favor by 
serving him. He is doing us a favor by giving us an opportunity to do so.” 
 
- Mahatma Gandhi - 
 
This chapter provides the background and the problem discussion of the area of this 
study, leading down to the specific research questions. As discussed in chapter one, 
CRM established between companies and customer has been identified as the research 
area of this thesis. Hence, theoretical, this study is positioned within this area. 
Particularly, the focus is given to the study of how company’s uses CRM, with the 
emphasis is on the objectives. Furthermore, the CRM process is covered as well as how 
the companies’ organizational structure is affected by CRM. 
 

2.1 Marketing  
 
In today’s business world, there are different marketing approaches or strategies that fit 
to different circumstances. Marketing strategy has a range, where relationship marketing 
is placed at one end of it and transaction marketing is placed at the other end. In the 
relationship marketing approach the focus is on building relationships with customers, 
while in transaction marketing the focus is on creating single transactions with 
customers.  
Companies producing consumer packed goods will probably benefit more from using a 
transaction marketing approach. This is mostly because they usually do not have direct 
contact with the customers and therefore there is no need for focusing on the customer 
relationship. In contrast, service companies almost always have close customer contacts 
and for that reason have to focus on customer interactions. 
 
 
“Relationship marketing is one of today’s most powerful business marketing techniques. 
It is an extension of “1 to 1 marketing,” where you satisfy each individual customer’s 
needs and wants. You can make more money, save time, and deliver outstanding 
customer service. You gain a larger share of each customer’s business, and you benefit 
from their referrals.  
Accountants, real estate agents and brokers, financial companies, and other businesses 
where building strong customer relationships really make a difference are increasingly 
using CRM techniques. CRM uses today’s powerful, low-cost technology to help you, 
work smarter.” (Charles W. Jaeger - p. 1) 
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2.2 Customer Relationship Management 
 
“To survive in the global market, focusing on the customer is becoming a key factor for 
companies big and small. It is known that it takes up to five times more money to 
acquire a new customer than to get an existing customer to make a new purchase. A 
Second aspect of CRM is that knowing the customer and his /her problem allows to 
acquire new customers more easily and facilitates targeted cross-selling.” (Tariq 
Mohiuddin Ahmed – p. 9) 
 
“CRM is based on the based on the basic marketing belief that an organization that 
knows its customers like individuals. Its components may include data warehouse that 
store all a company’s information, customer service system, call centers, e-commerce, 
web marketing, operations system (that handle order entry, invoicing, payments, point 
of sale, inventory system, etc.) and sales systems (mobile sales communication, 
appointment making, routine, etc.). In practices, CRM system range from automated 
customer-contact system to the company- wide pooling of customer information.” 
(Kotler – pp. 409 - 410) 
 
“The implementation of CRM needs the close cooperation between suppliers of one of 
the many CRM system on offer, such as Visual Elk, Avenue and Relationship Organizer, 
and the user.” (Ibid) 
 
“CRM system is capital investments that integrate strategy, marketing and IT. As   such, 
they cut across traditional organizational structures and force the integration of 
activities. Implementing CRM system is no small task. And one that risks doing harm of 
done badly. There is no doubt that CRM can be major factor in achieving competitive 
advantages, according to Malcolm McDonald, but get CRM wrong and customers leave, 
never to return.” (Ibid) 
 
“CRM is one of the key process in any firm. Although CRM is a relatively new business 
term, and therefore, the definition can vary depending on the background of the 
individual writing it. The “F. Dwyer and Tanner” believe that  CRM as those process that 
address all aspects of identifying customers, creating customer knowledge, building 
customer relationship, and shaping their perception of the organization and its 
products.” (Kotler -  p. 304-305) 
 
“CRM builds especially on the principles of relationship marketing; the formal study of 
which goes back 20 years. CRM builds on the philosophy of relationship marketing. This 
emphasis on relationships, as opposed to transactions, is redefining how companies are 
interacting with their customers. Customer relationships have received considerable 
attention from both academicians and practitioners. The increasing emphasis of 
relationship marketing is based on the assumptions that building committed customer 
relationships results in greater satisfaction, loyalty, positive word of mouth, business 
referrals, references, and publicity. Intense competition for market share in today’s 
market requires managers to attend to customer retention and the how’ s or whys of a 
patron returning and continuing to repurchase.” (Tariq Mohiuddin Ahmed – p.1) 
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“CRM is a highly fragmented environment and has come to mean different things to 
different people. As the thought and approach to CRM is in the initial stages and not 
fully matured, one can find different perspectives and definitions of CRM. According to 
Gummesson, CRM is the values and strategies of relationship marketing - with particular 
emphasis on customer relationships - turned into practical application. Swift’s states that 
CRM is an enterprise approach to understanding and influencing customer behavior 
through meaningful communications in order to improve customer acquisition, customer 
retention, customer loyalty, and customer profitability.” (Ibid) 
 
“From another perspective, CRM is a strategic view of how to handle customer relations 
from a company perspective. The strategy deals with how to establish, develop and 
increase customer relations from a profitability perspective. Based upon knowledge 
about the individual customer’s need and potential, the company develops customized 
strategies describing how different customers should be treated to become long-term 
profitable customers. The basic philosophy underlying CRM is that the basis of all 
marketing and management activities should be the establishment of mutually beneficial 
partnership relationship with customers and other partners in order to become 
successful and profitable.” (John Johansson & Fredrik Strom – p . 2)  
 
“In order to more efficiently manage customer relationships, CRM focuses on effectively 
turning information into intelligent business knowledge. This information can come from 
anywhere inside or outside the firm and this requires successful integration of multiple 
databases and technologies such as the Internet, call centers, sales force automation, 
and data warehouses.”(Ibid)  
 
“There is no universal explanation of what CRM is, since the area is fairly new and still is 
developing. It is therefore important to remember that several attempts of defining CRM 
exist and that many companies adapt the definition to their own business and their 
unique needs.”(Ibid) 
 
“CRM is a new customer-centric business model that reorients firm operations around 
customer needs (as opposed to products, resources, or processes) in order to improve 
customer satisfaction, loyalty, and retention. CRM is the integration of customer focus in 
marketing, sales, production, logistics and accounting, i.e. in all parts of the company’s 
operations and structure.”  (Ibid) 
 
“The activities a business performs to identify, qualify, acquire, develop and retain 
increasingly loyal and profitable customers by delivering the right product or service, to 
the right customer, through the right channel, at the right time and the right cost. CRM 
integrates sales, marketing, service, enterprise resource planning and supply-chain 
management functions through business process automation, technology solutions, and 
information resources to maximize each customer contact. CRM facilitates relationships 
among enterprises, their customers, business partners, suppliers, and employees.” (John 
Johansson & Fredrik Strom – p . 3)  
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“As can be seen above, the three definitions have the following in common:  
a) They all include activities in all parts of the company.  
b) The reason for CRM is to create a customer relationship focused company. In 

essence, CRM provides management with the opportunity to implement 
relationship marketing on a company-wide basis.”(Ibid) 

  
“However, for CRM to be successful, all activities in a company need to be managed in 
combination to reach success. Stone, Woodcock & Wilson1 (1996) note that in some 
companies there is the belief that good market planning is equal to good CRM. It must 
be clear that CRM is not equal to market planning, since they are founded on two 
different marketing approaches. However, the authors add that although the information 
in market research is CRM, it is only a small part of the CRM that is needed in order to 
create profitable customer relationships.” (Ibid.)  
 
“Market planning is based upon the transactional-based point of view with market 
segmentation as the emphasis. Moreover, market planning still generalize and segment 
customers according to specific characteristics, but fail to identify individual wants and 
need as CRM does, i.e. the knowledge about the individual customers.”(Ibid)  
 

2.2.1 Goals of CRM  
 
Companies can gain many goals from CRM: 
 
1. Lower cost of recruiting customers 

The cost for recruiting customers will decrease since there are savings to be made 
on marketing, mailing, contact, follow-up, fulfillment, services, and so on. 

 
2. No need to recruit so many customers to preserve a steady volume of 
business 

The number of long-term customers will increase and consequently the need for 
recruiting many new customers decreases. 

 
3. Reduced costs of sales 

The costs regarding selling are reduced owing to that existing customers are usually 
more responsive. In addition, with better knowledge of channels and  distributors 
the relationships become more effective, as well as that costs for marketing 
campaigns is reduced. 
 

4. Higher customer profitability 
The customer profitability will get higher since the customer wallet-share  increases, 
there are increases in up-selling, cross-selling and follow-up sales, and more 
referrals comes with higher customer satisfaction among existing customers. 

 

                                           
1 Woodcock & Wilson industrial fan manufacturers, specialize in producing high quality centrifugal fans, axial 
fans, high pressure blowers, and bifurcated. 
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5. Increased customer retention and loyalty 

The customer retention increases since customers stay longer, buy more and buy 
more frequently. The customer does also more often take initiatives, which increase 
the bounding relationship, and as a result the customer loyalty increases as well. 

 
6. Evaluation of customer profitability 

The company will get to know which customer are profitable, the ones who never 
might become profitable, and which ones that might be profitable in the future. This 
is very important since the key to success in any business is to focus on acquiring 
customers who generate profit, and once you have found them, never let them 
go.(Persson – p. 11) 

 
“CRM is a strategy that helps companies to refine interactions and ultimately improve a 
company’s relationship with customers that will enable a mutually profitable relationship 
between buyer and seller. 
If customers know and trust a company, they tend to come back. If a company can 
create a system that recognizes and serves customers consistently through multiple 
channels—the Web, call centers and in person—it can drive revenue by creating a loyal 
customer base. Ultimately, a CRM implementation should be more about a culture of 
customer service than it is about technology. The technology is there to automate 
existing processes. CRM only works if the customer benefits from it. If the customer 
does not benefit, your efforts will be ignored. Customer Relationship Management, 
therefore, is about building collaborative mutually satisfying relationships with 
customers.” (Fasma web site) 
 
 
In CRM Applications, the figure 2-1 is showing the providing industry data and 
information with visibility of sales, marketing and customer support line activity in one 
system, to improve targeting, business performance, customer insight and results.  
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   Figure 2-1 :  
  Visibility of sales, marketing and customer support line activity in CRM system 
 
 

2.2.2 CRM Process 
 
“The CRM process involved four steps. These steps are to segments and profile the 
market, design communication strategy, impenetrate, and evaluate.  
 
The first is to Segment And Profile The Market. create segments grouping similar 
customers together, and segments are create by marketers for many different reasons. 
For example, when we employ QFD program, we cerate a segment in the market. Then 
we design a product to meet that segments needs. But even in that segment, there are 
sub segments, buyers who respond and want to interact with us in different ways. Some 
want to order over the web whereas others have a high need for the added value of a 
salesperson. So when a company segments for CRM purpose, the segmentation is based 
on how the customer wants to interacts, rather than on what needs the product should 
meet.” (F.Robert Dwyer – PP. 304 -305) 
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“For example, Charrete1  (a assumption company here) segment based on whether 
customers like direct mail or email. How did Charrette know what costumers like? By 
tracking their response to earlier communication and by asking. Charatte maintain a 
database of over 100,000 customers that includes information like what they have 
responded to in the past. So if a customer responds to a direct mail piece, the customer 
is more likely to receive additional direct mail in the future. Similarly, if the customer 
checked that she would like to get email about special offers while she was at the 
website, she would get email instead.” (Ibid) 
 
“In the second step, a communication strategy is Designed. Typically, the strategy 
involves multiple channel of communication, channel such as direct mail, email, print 
advertising, trade shows, and even field sales efforts. Recall that Charrette campaign 
involved several different channels of communication. We will discuss these in greater 
detail in this chapter. Strategy also involves what offer are made. For example, Charette 
could offer different percentage discount based on the customer’s value segment and 
previous purchasing preference.” (Ibid) 
 
“The third step, is to Implement the strategy. In the Charrette example, a campaign was 
used. A campaign has a definite start and stop date. The mailers are sent out the 
advertising run, and so forth. Strategy, though, is border than just one campaign. A 
CRM strategy would also include providing customer service personnel with segment 
information on each customer, along with a complaint, for example, the customer 
service rep would know if this was a gold or platinum customer and would respond 
accordingly. 
When (in the last step) the strategy is Evaluated, the various campaign are tallied and 
other measures of performance such as customer satisfaction are considered. Based on 
these data, segments may be altered or strategies changed.”(Ibid) 
 
In next page, we consider CRM process theory and relationship in the each of process 
with each other in one simple shape; Figure 2-2 the relationships between the four 
aforesaid theories are: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                           
1 The Charette Project has been an ongoing investigation into the uses of information technology in the 
architectural field. It started with the development. 
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Segment and 
Profile the Market

Design
Strategy

Implement

Evaluate

 
 

Figure  2-2 : 
CRM Process theory and relationship between the elements. 
 
 
“A challenge of defining CRM is that any definition is contingent on the level at which 
CRM is practiced in an organization or, for that matter, what the researcher or manager 
believes about the correct level of CRM.  
There are three different possible levels: 
 
(1) functional, (2) customer facing, and (3) company wide. 
 
We focus on the CRM Process on the customer-facing level. This perspective includes 
the building of a single view of the customer across all contact channels and the 
distribution of customer intelligence to all customer-facing functions. This view stresses 
the importance of coordinating information across time and contact channels to manage 
the entire customer relationship systematically. For example, a bank customer who has 
both a loan product and a savings product might interact with the bank through various 
channels and different types of interactions (e.g., transaction, information request, 
complaint), which may change over time.   
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A CRM Process on the customer-facing level would capture these interactions and, on 
the basis of the generated intelligence, would result in coordinated and well-defined 
actions through different functions.” (Werner Reinartz - PP. 293–305) 
 
“A key question is, How should the CRM process be conceptualized at the customer-
facing level? The literature suggests that companies should recognize four distinct 
factors: 
 

(1) Building and managing ongoing customer relationships delivers the 
essence of the marketing concept. 

 
The new institutional economics approach uses economic theory to explain the 
development and breakdown of customer–firm relationships. For example,  
transaction cost theory focuses on minimizing the cost of structuring and managing 
relationships and maximizing the returns from them. Common to all theoretical 
approaches in the relationship marketing literature is that managing relationships is 
beneficial for the firm. However, the observations have been tempered by empirical 
evidence that stresses the importance of moderating effects. Thus, it is probably not 
true that more relationship building is always better; rather, building the “right” type 
of relationship (which depends on situational factors) is critical. In other words, 
facilitators such as organizational design, adequate incentive schemes, and 
information technology resources, as well as industry, company, or customer 
structures, may affect the performance of relationship marketing activities. 
 
(2) Relationships evolve with distinct phases. 
 
The second aspect of our conceptualization is that the CRM process should 
acknowledge that relationships evolve with distinct phases. Thus, relationships 
cannot be viewed as multiple independent transactions; rather, the interdependency 
of the transactions creates its own dynamic over time. In other words, CRM 
processes are longitudinal phenomena. The process of relationship evolution can be 
subject to termination at any point through customer causes (ceasing of category 
consumption), competitive causes, or internally unintended (attrition through service 
problems) or internally intended (customer firing) causes. 

 
(3) Firms interact with customers and manage relationships at each 

stage. 
 

The third aspect is that the recognition of relationship evolution has implications for 
the organization. Firms should interact with customers and manage relationships 
differently at each stage. For example, Jap and Ganesan (2000) find that the effect 
of transaction-specific investments on relationship commitment in manufacturer–
retailer relationships is positive in the exploration and the decline phases. A goal of 
CRM is to manage the various stages of the relationship systematically and 
proactively. For example, companies systematically attempt to mature relationships 
by cross-selling and up-selling products with high purchase likelihood.” 
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(4) The distribution of relationship value to the firm is not 
homogeneous.  
 

The fourth aspect is the recognition that the distribution of relationship value to the 
firm is not homogeneous. This is a consequence of the increasing adoption of recent 
accounting practices, especially activity-based costing. The key advantage of activity-
based costing is that firms are able to make profitability statements along customer 
relationship lines, not only along product lines. This enables firms to investigate 
resource allocations that are made against the customer relationship profitability 
distribution. A common finding is that best customers do not receive their fair share 
of attention and that some companies overspend on marginal customers. In a CRM 
paradigm, a key goal is to define different resource allocations for different tiers of 
customers, where the customer’s tier membership depends on the economic value of 
that customer or segment to the firm.” (Ibid) 

 
“Therefore, we define the CRM Process at the customer-facing level as a systematic 
process to manage customer relationship initiation, maintenance, and termination across 
all customer contact points to maximize the value of the relationship portfolio.  Thus, 
our view of the CRM Process entails the systematic and proactive management of 
relationships as they move from beginning (initiation) to end (termination), with 
execution across the various customer-facing contact channels. .” (Ibid) 
 
“This necessitates both information generation through the analysis of customer and 
prospect needs and behavior and action on this information, contingent on the 
customer’s value and life-cycle stage. We attempt to capture the multi -dimensional 
components (life-cycle stage, customer evaluation, and interaction) in a multilevel 
model.”(Ibid) 
 
“Customer evaluation is the first sub dimension of each primary dimension. The 
subsequent sub dimensions are acquisition and recovery management for the initiation 
stage; retention, up selling / cross selling, and referral management for the maintenance 
stage; and exit management for the termination stage. These nine sub dimensions 
provide a structure for different CRM-related activities and serve as the basis for a 
conceptual framework for the CRM process construct. We consider the nine sub 
dimensions formative (i.e., consisting of explanatory combinations of indicators that 
cover the distinct activities involved).”(Ibid) 
 
“Our conceptualization is intended to measure how systematic firms are in practicing the 
various activities of the CRM process. We believe that it is important to capture the 
systematic aspects of the process, particularly if the process is practiced on a large 
scale, such as in a business-to-consumer environment. If firms formalize their CRM 
efforts, they become more consistent in execution across contact channels, employees, 
and the portfolio of customers. It is important to note that we do not mean 
“formalization” in terms of rigidity but in terms of conformance to specification. For 
example, firms want to avoid the mistake of not identifying a good customer and 
subsequently not rewarding the customer accordingly. Firms also want to prevent 
wrongful classification of low-value customers as high-value customers and subsequent 
over-spending of resources.” (Ibid) 
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2.2.3 Characteristics of CRM 
 
“CRM complements the relationship marketing perspective. A combination of business 
process and technology that seeks to understand a company's customers from the 
perspective of who they are, what they do, and what they're like.’ As is the case with 
relationship marketing, CRM focuses on customer retention and relationship 
development. CRM is founded on four relationship-based tenets:  

• Customers should be managed as important assets. 
• Customer profitability varies; not all customers are equally desirable. 
• Customers vary in their needs, preferences, buying behavior and price sensitivity. 
• By understanding customer drivers and customer profitability, companies can  

tailor their offerings to maximize the overall value of their customer portfolio. 
 
Characterizes CRM as an integrated approach to managing relationships. However, 
critically, it underpins relationship management with ‘continuous improvement or re-
engineering’ of customer value through better service recovery and competitive 
positioning of the offer.”  (Ryals Lynette and  Knox Simon. P.- 535) . 
 
Here, the following figure 2-3, can show the CRM as a Series of Relationships. 
 
 
 

 
 

 
 
 
Figure  2-3 : 
CRM as a Series of Relationships. 
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 “Notwithstanding these technological perspectives, the philosophical bases of CRM are a 
relationship orientation, customer retention and superior customer value created 
through process management.“ (Ibid p. - 535) 
 
“In summary, the key characteristics of CRM are: 
 

• A customer relationship perspective aimed at the long-term retention of selected  
customers. 

• Gathering and integrating information on customers. 
• Use of dedicated software to analyze this information (often in real time). 
• Segmentation by expected customer lifetime value. 
• Micro-segmentation of markets according to customers' needs and wants. 
• Customer value creation through process management. 
• Customer value delivery through service tailored to micro-segments, facilitated 

by detailed, integrated customer profiles. 
• A shift in emphasis from managing product portfolios to managing portfolios of 

customers, necessitating changes to working practices and sometimes to 
organizational structure.” (Ibid p. - 535) 

 
“The distinct characteristic of CRM is a broader management concept with the aids of 
the advanced technology applications for analyzing data and information, and aiming at 
life-long customer relationship profit. Therefore, the adoption of technologies becomes 
the key element in CRM, especially the information technologies, deliberately targeted to 
enhance database access, analytical powers and the communications capacity of 
companies towards customers. It is not surprising that most of the companies assume 
technology to create the corporate capabilities required by customer-focused approach.” 
(Y.H. Wong , Thomas K.P. Leung and Suki W.K. Chow) 
 

2.2.4 Elements of CRM 
 
Here, we suggest four steps to have successful CRM elements (By Adrin Payne): 
 
1- Strategy Assessment Process:  
     Business Strategy 

• Business vision 
• Competitive characteristics. 

 
     Customer Strategy 

• Customer choice 
• Customer characteristics 
• Segment 
• Granularity  

 
 
2- Value Creation Process: 

Value customer receives 
• Value proposition 
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• Value assessment 
 

Value organization Receives 
• Acquisition economics 
• Retention economics 

 
Customer Segment Lifetime Value Analysis 

 
3- Multi – Channel Integration Process: 

• Sales force 
• Outlets 
• Telephony 
• Direct Marketing 
• Electronic commerce 
• Mobile commerce 

 
Integrated channel management 

 
4- Data Repository 

• IT system 
• Analysis tools 
• Front Office application 
• Back office application” 
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 In the following chart (figure 2-4), we consider the related CRM elements. 
 
 
 

 
 
 
 
Figure  2-4 : 
Developing a Strategic Approach to CRM. Key issues in creating a customer centric . 
 

2.3 Customer Retention 
 
“Customer retention is increasingly being seen as an important managerial issue, 
especially in the context of saturated market or lower growth of the number of new 
customers. It has also been acknowledged as a key objective of relationship marketing, 
primarily because of its potential in delivering superior relationship economics, i.e. it 
costs less to retain than to acquire new customers. The assumption is that generalized 
theories, which imply universal applicability, tend to overlook the distinctive impact of 
conceptualized business conditions on effective customer retention strategies. The fact 
is that both theoreticians and managers should consider "business context" in 
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developing and implementing customer retention strategies.” (Rizal Ahmad & Francis 
Buttle  - pp. 149-161)  
“The advent of 4Ps marketing theory in the early 1960s, on the back of large-scale 
industrial development and mass production, influenced the way marketers saw their 
customers. Customers, under this traditional or classical approach, are seen as groups of 
homogeneous potential buyers with the same needs. Marketers then predicted what 
customers needed, produced the products and pushed them to their customers through 
their distributors or drew the customers towards the points of sale by manipulating the 
4Ps marketing mix: price, place, promotion and product. Traditional marketing approach 
still dominated the thinking of both teachers and practitioners of marketing. 
Researchers, however, began to realize the inadequacy of this classical approach in 
explaining emerging marketing management phenomena specifically from the industrial 
marketing perspective; and service marketing perspective - a perspective that was 
recognized even earlier by managers, in practice” (Shostack  - P. 73-80).  
“Maintaining long-term relationships re-emerged as an important mission for businesses. 
Multinational companies and leading advocates of mass marketing approaches, for 
example, Lever Brothers and Elida Gibbs (Unilever1)  , also began to restructure their 
marketing departments and appoint managers to give attention to their existing 
customers. They did away with brand managers, and set up development teams 
responsible for maintaining relations with retailers across companies' brands.” (The 
Economist, 1994,  P. 79-80). 
“With the cost of losing customers rising every day, companies continually seek new 
ways to acquire, retain and increase business. Service has long been an important factor 
in customer retention, and new research suggests its role is more critical then ever and 
will continue to grow throughout the 1990s.“  
(Jennifer Potter - P. 53-56) 
 
“Overall, our research disclosed that the way most organizations approach the service 
they provide to their customers must fundamentally change. Service traditionally has 
been considered a post-sale capability, primarily focused on problem resolution or 
providing technical assistance. Now, these definitions are too limited. Customers - 
whether internal or external - consider service a collective, organizational responsibility 
rather than a functional or departmental one. As the relationships customers have with 
companies continue to widen, anyone who interacts with a customer is in a position 
either to jeopardize or to enhance that relationship. To ensure quality service, every 
person who interacts with customers in any way must have the appropriate skills to 
respond, efficiently and effectively, to customer needs.” (Ibid) 
 
“For example, he or she needs questioning skills, the ability to set realistic expectations, 
sales skills and product knowledge. Unfortunately, many organizations have not 
broadened the role of service, or eliminated the barriers that exist between the sales 
and service departments and other support functions. A salesperson over promises on a 
delivery date, yet does not check to see if they hold enough inventory to supply the 
order. The salesperson also fails to communicate with the customer service 

                                           
1 Unilever is one of the world's leading suppliers of fast-moving consumer goods 
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representative who, in turn, must handle an angry delivery department and an angry 
customer.” (Ibid) 
 
“Organizations must teach employees that they are all service providers, and emphasize 
their vital role in customer retention. The research suggests that service providers are 
key to hearing the voice of the customer. Customers receive the best service under two 
conditions: when service providers are empowered to act on behalf of customers in a 
timely manner, and when the organization has a system in place to listen and respond 
to customer information gathered by those closest to the customer - the service 
providers. 
 
Companies that do not emphasize each employee's role as service provider, or whose 
processes do not link the sales and service functions, are paying a high price for not 
listening to the people who are closest to problems and their solutions. After attending a 
course in our classrooms, when people begin truly to understand their role in customer 
service and customer retention, they begin to think about their jobs very differently. 
 
It’s also true that customers still do not take topflight service for granted. Organizations 
can clearly differentiate themselves on the basis of the level of service they provide to 
customers. Buyers are very much aware of the value sellers add by making a product 
work for them from the start, along with delivering the type of long-term service that 
maintains quality over time. Companies must concentrate on hearing customers' unique 
voices to define what exceptional service means to them.” (Ibid) 
 

2.4 Customer Value and Satisfaction 
 
“During the last decade, there has been growing interest in the value construct among 
both marketing researchers and practitioners. In 1991, a popular business magazine 
described customer value as the "new marketing mania" (BusinessWeek, “value market” 
45-60; 1991). Six years later, the Marketing Science Institute recognized value and 
related issues as a research priority. Since then, several international conferences and 
seminars have given broader attention to this area of research.” (Andreas Eggert and 
Wolfgang Ulaga – P. 1) 
 
“Customer value, however, is far from being a new concept to the marketing discipline. 
Though it did not attract much explicit attention until it became a watchword in the 
1990s, value has always been "the fundamental basis for all marketing activity". The 
value concept is closely linked to the exchange theory of marketing. According to this 
view, voluntary market exchange is a key constituent of the discipline. Because 
voluntary market exchange only takes places when all parties involved expect to be 
better off after the exchange, perceived value is at the core of marketing.” (Andreas 
Eggert and Wolfgang Ulaga – P. 27) 
 
 
 

PDF created with FinePrint pdfFactory trial version http://www.fineprint.com

http://www.fineprint.com


Page  32

2.4.1 Customer satisfaction 
 
“Measuring customer satisfaction has become increasingly popular in the last two 
decades and today represents an important source of revenue for market research 
firms. The satisfaction construct has gained an important role in the marketing 
literature. It is widely accepted among researchers as a strong predictor for behavioral 
variables such as repurchase intentions, word-of-mouth, or loyalty. 
Customer satisfaction research is mainly influenced by the disconfirmation paradigm. 
This paradigm states that the customer's feeling of satisfaction is a result of a 
comparison process between perceived performance and one or more comparison 
standard, such as expectations. The customer is satisfied when he/she feels that the 
product's performance is equal to what was expected (confirming). If the product's 
performance exceeds expectations, the customer is very satisfied (positively 
disconfirming), if it remains below expectations, the customer will be dissatisfied 
(negatively disconfirming).”(Ibid) 
 
“Although most scholars agree on the disconfirmation paradigm, the nature of 
satisfaction remains ambiguous. On the one hand, satisfaction clearly arises from a 
cognitive process comparing perceived performance against some comparison 
standards. On the other hand, the feeling of satisfaction essentially represents an 
affective state of mind. Consequently, some satisfaction scales tap the cognitive 
dimension of satisfaction, while others capture its affective nature. The extent to which 
a satisfaction scale focuses on the cognitive or the affective dimension, however, should 
have an impact in terms of both the antecedents that affect satisfaction and the 
consequences fostered by satisfaction.”(Ibid) 
 
“A clear decision on the fundamental nature of the satisfaction construct is needed. In 
accordance with the majority of research being done on the satisfaction construct, we 
opt for the latter view and define a purchasing manager's satisfaction with a supplier as 
an affective state of mind resulting from the appraisal of all relevant aspects of the 
business relationship.” (Ibid) 
 

2.4.2 Customer perceived value 
 
“The key role of satisfaction within the marketing research domain has recently been 
questioned. Researchers have repeatedly witnessed conflicting survey results of high 
satisfaction scores correlating with declining market share. Critics have argued that 
traditional customer satisfaction models rate a company's performance as perceived by 
existing customers, but do not integrate potential customers, non-customers, or 
competition in the set of analysis. Moreover, the customer's perception of price or costs 
should be specifically taken into account. Hence, customer satisfaction measurement 
has been criticized as being limited to a tactical level, providing simple product 
improvement and a correction of defects and errors of existing products and 
services.”(Ibid) 
 
“Grounded on these arguments, Gross (1997) has called for a replacement of the 
satisfaction construct by the value construct as a better predictor of outcome variables 
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in business markets. Gross argues that the construct of satisfaction in business markets 
is a misleading notion imprudently borrowed from consumer markets. As purchasing 
managers buy for economic rather than emotional reasons, customer perceived value 
should be the critical dimension in business marketing. 
While the literature contains a variety of definitions of customer perceived value, three 
common elements can be identified:  
 

(1) The multiple components of value;  
(2) The subjectivity of value perceptions; and  
(3) The importance of competition. “ 

 
“First, most definitions present customer perceived value as a trade-off between benefits 
and sacrifices perceived by the customer in a supplier's offering. Perceived benefits are a 
combination of physical attributes, service attributes and technical support available in 
relation to a particular use situation. Perceived sacrifices are sometimes described in 
monetary terms. Other definitions describe sacrifices more broadly. Sacrifices are of 
prime importance to customers in value perceptions and customers value a reduction in 
sacrifices more than an increase in benefits.”(Ibid) 
 
“Second, value is a subjectively perceived construct. Different customer segments 
perceive different values within the same product. In addition, the various members in 
the customer organization involved in the purchasing process can have different 
perceptions of a supplier's value delivery. 
Finally, value is relative to competition. Delivering a better trade-off between benefits 
and sacrifices in a product or service, i.e. offering better value than competition, will 
help a company to create sustainable competitive advantage.“(Ibid) 
 

2.4.3 Conceptual differences between satisfaction and customer 
perceived value 

 
Our literature review suggests that satisfaction and value are complementary, yet 
distinct constructs. In follow provides an overview of major conceptual differences 
between both constructs. 
 
 
 

Satisfaction Customer perceived Value 
Affective construct 

Post- purchase perspective 
Tactical orientation 
Present customers 
Supplier’s offerings 

Cognitive construct 
Pre-/post- purchase perspective 

Strategic orientation 
Present and potential customers 

Suppliers’ and completions’ offerings 
 
Table I : 
Conceptual differences between satisfaction and value 
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“Value is the result of a cognitive comparison process. The concept has been described 
as a "cognitive-based construct which captures any benefit-sacrifice discrepancy in much 
the same way disconfirmation does for variations between expectations and perceived 
performance"  In contrast to the cognitive-based value construct, satisfaction is 
conceptualized by most researchers as an affective evaluative response ”.(Ibid)  
 
“We have seen that most satisfaction models are rooted in the disconfirmation 
paradigm. Hence, satisfaction must be considered as a post-purchase construct. 
Customer perceived value, in turn, is independent of the timing of the use of a market 
offering and can be considered as a pre- or post-purchase construct. 
Both constructs aim at different directions. Customer satisfaction measures how well a 
supplier is doing with his/her present market offering, as perceived by existing 
customers. Such a tactical orientation provides guidelines of action for improving current 
products and services. The customer value construct, in turn, points at future directions. 
Its strategic orientation aims at assessing how value can be created for customers and 
by which means a supplier's market offering can best meet customers' requirements.” 
(Ibid) 
 
“As a consequence, the assessment of customer perceived value is directed toward 
former, present, and potential clients, whereas satisfaction research is mainly geared 
toward the supplier's current customer base. 
Finally, satisfaction research is predominantly oriented toward the assessment of the 
supplier's market offering, but not necessarily integrating information pertaining to 
competitor's product offerings. Customer perceived value measurement, on the other 
hand, explicitly benchmarks the supplier's offering with competition.”(Ibid) 
 
In this chapter, the major constituents of customer perceived value and customer 
satisfaction have been identified. It has been argued that satisfaction and value are two 
complementary, yet distinct constructs. 
 
 

2.5 Summery of the Literature  
 
CRM and relationship marketing essentially excite of marketing scholars, especially those 
who can add conceptual and methodological rigor of the domain. The CRM areas are 
extended into many fields, from marketing to strategic decisions. In recent years CRM is 
facilitated by the convergence of several other paradigms of marketing and by corporate 
initiatives that have developed around the theme of cooperation and the collaboration of 
organizational units and their stakeholders, including customers. 
 
From academic point of view, an important question is whether CRM become well 
respected, distinct and discipline in marketing . Here, we define the marketing in core 
concept and then, we explain the CRM. We break this item in four category, goals, 
process and elements of CRM. 
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One of the main items in CRM is customer retention. Because the CR is one of the top 
target of CRM method. 
 
At the end, Customer value and satisfaction. Definition of customer perceived value and 
conceptual differences between satisfaction and customer perceived value. 
 
The purpose of all descriptions, in this chapter, is to respond research objectives; and to 
find effective elements for customer retention in order to enhance companies’ profit and 
increase their market and customer share simultaneously.  
This part is not limited to a definite structure, on the contrary, it covers  a wide area 
which  should be considered by companies extensively . In next chapter we are going to 
highlight the most effective points in this discuss which mainly abstracted from literature 
review. 
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3 Frame of Reference 
Customer satisfaction and customer loyalty are central success factors in the market. 
Satisfied customers remain loyal towards a company; recommend it to friends and 
acquaintances and also go on to buy further products (cross selling). Winning back 
customers you’ve lost, however, requires much more effort. Therefore it is important for 
every company to know to what extent their customers are really satisfied. Central for 
quality management is also the question of concrete sources of dissatisfaction and what 
actions could be taken to increase customer loyalty. 
 

3.1 Customer Satisfaction 
 
In today's extremely aggressive and competitive marketplace, commercial organizations 
need new and radically different strategies to attract and then retain quality customers 
who have good lifetime profitability potential. When economic slowdown is also looming, 
it becomes absolutely vital to make sure that those customers - the 20%, say, who 
provide the most cash or the best profits - stay loyal and do not defect to the 
competition. 
  
Even though it is self-evident that all customers are not equal, companies have 
traditionally treated them as though they were. This across-the-board standardization 
has often meant that service to the best customers has been compromised, which in 
turn has led to their dissatisfaction and eventual defection.  
 
To succeed in the new customer economy - where loyalty, particularly among high value 
customers, can be extremely fickle - companies need to target investment strategically 
in the most profitable customer groups, and to match levels of customer service to 
customer value in order to earn their loyalty.  
 

3.1.1 Investing in your best customers first 
 
Without the ability to differentiate between the value of customers, it is likely that 
customer retention activities and campaigns will be just as successful at retaining 
unprofitable customers as they are at retaining profitable ones. As Wendy Hewson1 , of 
analysts Hewson Group2 , has observed, "If you can't provide differentiated service 
strategies for your best customers, you'll need to provide top flight service for all your 
customers. And, economically, this is a killer."  
  
 
 

                                           
1 Wendy Hewson is member of Hewson Group, in field of consultants can help government agencies make 
the business case for CRM. 
 
2 Consulting and design firm serving the professional and financial services sector, as well as Fortune 1000 
companies 
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3.1.2 Towards a single view of the customer 
 
In a situation where all customers get uniform levels of good, bad or indifferent service, 
then less profitable customers, with lower expectations, are typically more than happy 
with the service they get. Conversely, more valuable, and more demanding, customers 
are typically left unsatisfied - making them more open to competitors' advances. 
 
The underlying culprit is often poor integration of customer activities, organized by 
products rather than by customer. Without a single, unified view of all the customer's 
contacts and transactions with a company, it is impossible for that company to calculate 
or estimate the individual's current or future profitability. But with a single view, a whole 
range benefits become available, including in-depth customer knowledge for sales and 
service representatives; a consolidated view of the profitability of the customer; and a 
sound understanding of the customer's behavior patterns across different channels. 
 
Equipped with this information, the company can tailor marketing and service activities 
to ensure a precise fit with the customer's needs, propensities and aspirations, and 
personalize offers using channels best suited to the customer's known preferences.  
 

3.1.3 Optimizing 'exchange of value' between company and customer 
 
What a company knows about a customer, his product preferences, his current and his 
projected value - can all be used to optimize the exchange of value between company 
and customer. For example, a high value customer can be given priority service when he 
or she calls the call center, or be given access to additional features on the company's 
website. Meeting customers' value expectations is the key to customer profitability, since 
customer value creates customer satisfaction which results customer loyalty.  
 

3.1.4 Some simple tactics for improving best-customer satisfaction 
 
One of the most common causes of customer annoyance is the waiting time experienced 
in getting through to voice response systems or accessing company websites. 
Satisfaction among high-value customers can be significantly improved by giving them a 
priority service - for example, by pushing them nearer the front of the queue when they 
call a customer service center.  
 
Another way of increasing best-customer satisfaction is to avoid making irrelevant 
offers. The targeting of promotions can be firmly based on knowledge of the customer's 
situation and value expectations, and the right offer made at the right time through the 
right channel. 
 
The same principles can be applied to accessing a web storefront, where the customer's 
value score can direct the promotions presented to them - high-value customers might 
be given access to privileged areas of the website for example.  
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The sum total of such customer experience events will play a significant role in raising a 
customer's level of satisfaction, and in turn determining their loyalty to that provider.  
 

3.2 Customer Loyalty 
 
The definition of loyalty is when your customer is faithful to your business and product 
brand. They will return again and again to do business with you, even when you may 
not have the best product, price or delivery service.   
 
Loyalty is the result of developing past positive experiences with an individual and 
having that person return back to you various times due to these experiences. If you 
can recognize the unique situation of your customer at any point in time, like their 
current business condition, purchase history or immediacy of purchases, these little 
pieces of information can be used to benefit your business. Measuring the effectiveness 
of your client’s history against loyalty is a responsibility for tools like CRM systems. 
These tools help measuring these actions, move your clients to purchase more, 
introduce them to other products you may carry and have those clients use word of 
mouth to help promote your business. It has been proven that great service is still what 
motivates clients to become loyal to the organizations they deal with. If they are 
receiving poor service and neglect from you towards their needs, your company will 
have a short-term relationship with them. This negative action also will spread by word 
of mouth and could be hurting your business more that you ever imagine. 
 

3.2.1 Assessing customer value and motivating loyalty  
 
The first step in achieving customer loyalty is asking you these questions:  
“What key service or other business attributes do our customers truly value? What are 
the real incentives for loyalty in our business? What performance measures must we 
meet to respond to these incentives?”  
 
Commitment and accountability to the customer by providing a standard service of value 
to them, along with a full range of relationships must be nurtured. Customers expect 
you to be reliable, empathetic, and responsive. Also, tangible attributes like facilities, 
equipment and the outward appearance of customer facing professionals play a large 
role in their perception of your business.  
 
There are many ways to build this customer loyalty. When you target whom your clients 
are, then segment and decide who are the ones of high value, and determine the 
products and services they want or need, key account marketing will help you focus and 
concentrate on what you are trying to be to your customers. Not just the list of products 
you want to sell them. Continuously provide excellent customer service; when you 
consistently deliver this, you are fulfilling your product brand.  
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3.2.2 Cost efficiency 
 
For the past 15-20 years business owners and executives truly believed that the only 
answer to increased competition was reducing costs. Many businesses began to 
downsize, de-layer, restructure, and re-engineer their organizations. While at the time 
this may have been a solution to short term success, it was not the solution for longevity 
in the business market. Small/Medium sized businesses must work harder to keep up 
with customer expectations, be smarter about where they focus their energies, and 
remain competitive in their lines of business. You can no longer rely on just reducing 
costs, pricing your products, improving the quality of product or marketing to bring in 
revenue. With the snap of a finger your competitors have access to any information they 
want on your business and change their products accordingly to become more 
competitive. With these aspects of business changing all of the time, how are you going 
to stand out from the crowd and keep those customers coming back to you and only 
you?  
 
Loyalty today is becoming harder and harder to retain. With all of the options that are 
out there it is no surprise that one day your client is singing your praise and the next 
they have slipped through your fingers and are giving business to your competition. 
Customers have a huge amount of leverage over Small/Medium sized businesses due to 
the massive amount of information they are able to get their hands on, and are using it 
to make informed decisions. These customers are finding it easy to just up and leave 
because Customer Service has not been a main area of focus, and loyalty is not 
something they feel.  
 

3.3 Customer Retention 
 
As it’s mentioned in the previous lines, customer satisfaction is important to any 
business and is shown through clients repeatedly coming back to you due to your 
service. This is only achieved when you are providing excellent Customer Service, which 
then turns into Customer Loyalty. This sums up a section of small or medium sized 
business that has been neglected over the past several years and is only beginning to 
make a come back. When running a small or medium sized  
business you are going to need a set of tools to take real time care of customers and 
constantly provide a personalized experience.  
 
Researchers, analysts, and consultants have developed a multiple selection of theories, 
programs, and practices for customer retention. Businesses today readily share their 
experience in improving customer retention. Most solutions point to business culture, 
staff training, and sales methodology along with tracking and responding to customer 
demographics. In simple terms, customer retention is all about the customer and the 
customer's experience. 
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4 Methodology  
This chapter will describe the methodology used in this research, and will clarify how the 
research problem has been solved. It starts with the research approaches and followed 
by a presentation of the research design, the data collection tools and furthermore a 
description of how the data is analyzed.  
Methodology can refer to the science that studies the methods of problem solving. Most 
sciences have their own specific methodology. It is sometimes used synonymously with 
"method," particularly a complex method or body of methods, rules, and postulates 
employed by a discipline. (Labor Law Talk web page – P.1)  
Methodology can properly refer to the theoretical analysis of the methods appropriate to 
a field of study or to the body of methods and principles particular to a branch of 
knowledge. (Wikipedia : Answers web page – P. 1) 
 
We are going to study the correlation between Customer Relationship Management 
(CRM) and Customer Retention (CR) and the impact of CRM on CR. In fact, better 
understanding and extensive study of these concepts are our main goals for establishing 
research priorities and formulating research questions.  
 

4.1 Research Approach 
 
“The structure of the proposal is dictated by the nature of the research project being 
proposed. Fundamentally, the proposal should have enough information to ensure that 
the proposed project will solve the problem, and the results will help the reader to 
improve their decisions” (Joseph F. Hair, Barry Babin, Arthur H. Money, Phillip Samouel -  
p. 28) .  
 
When conducting research there are two different approaches to consider: Quantitative 
and Qualitative. The abstract of approaches considering their strengths and limitations 
has been explained in the following sections: 
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4.1.1 Quantitative approach 
 
Definition:  
Quantitative research methods usually involve large randomized samples, more 
application of statistical, and few applications of cases demonstrating findings.  
 
The objective of quantitative research is to determine the relationship between one 
thing (an independent variable) and another (a dependent variable) in a population.  
 
Further, quantitative methods are often used within natural science, and the aim is 
usually explanatory to explain causal relationships, to facilitate generalization, and also 
to predict the future.  
 
Strengths:  Limitations:  

• Precision  
• Control  
• Hypotheses test based on statistical 

analysis.  

• Less details on human behavior, 
attitudes   and motivation 

• Denigrates human individuality and 
ability to think.  

 
 
 

4.1.2 Qualitative approach 
 
 
Definition:  
Qualitative research methods focus on providing a complete picture of the situation with 
the aim of increasing the understanding of social processes and interrelations.  It is 
defined as a research to explore and understand the opinions and strive for in-depth 
understanding of different kind of findings in library research.  
 
Strengths : Limitations : 

• Acquire a depth of information 
about a problem area, 

• To discover perceptions of the 
context and problem under study, 

• Closeness to the source of 
information, 

• To provide abundant information 
and prerequisites for deeper 
knowledge of current problem.  

• Findings are not statistically 
reviewed. 

 
(Charles C. Ragin ,  Joane Nagel, Patricia White. –  PP. 17 - 18)  
 
 
“Qualitative research designs are those that are associated with interpretative 
approaches, from the informants' point of view, rather than ethically measuring discrete, 
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observable behavior. Qualitative methodologies are strong in those areas that have been 
identified as potential weaknesses within the quantitative approach.” (Ian Jones  - P. 3)  
 
The nature of this research that is literature – based, help us to select the research 
approach. In qualitative data, we can acquire a depth of information about a problem 
area and explain more about research questions. The aim of this research is doing 
library research for getting more reliable and valid information from different sources. 
 

4.2 Research Design  
 
“Research design is the plan and structure of investigation so conceived as to obtain 
answers to reach questions. The plan is the overall scheme or program of the research. 
It includes an outline of what the investigator will do from writing hypotheses and their 
operational implications to the final analysis of data. A research design expresses both 
the structure of the research problem and the plan of investigation used to obtain 
empirical evidence on relations of the problem”. (Cooper & Schindler – P. 146) 
 
In fact, the choice of research design must be appropriate to the subject under 
investigation. “A good research design will ensure that the information collected will be 
consistent with the objectives of the study and that the procedures regarding data 
collection is accurate and efficient.” (Petra Persson – P. 65) 
 

4.2.1 Data Collection  
 
When the research problem has been defined and the type of research has been 
selected, it is time to decide which technique for collection of data should be applied.  
 
“The data collected can be classified as primary versus secondary data. Primary data is 
gathered and assembled specifically for the research project in hand. Secondary data 
has already been collected for purposed other than the problem at hand. Secondary 
data is often found inside the company, in the library on the Internet and it can be 
collected quickly.” (Petra Persson – P. 69) 
 
In qualitative research, there are different instruments for data collection such as 
interview, recorded observations like focus groups, texts and documents, multi-media or 
public domain sources, policy manuals and photographs. 
 
In this research secondary data will be used and all qualitative research about CRM 
systems and relevant subjects such as customer satisfaction and customer retention will 
be collected from public documents which can be categorized as follows: 
 

• Reliable books, articles and scientific findings. 
• Documentation:  documentary information including related books, articles, 

scientific written reports, formal studies, progress reports, proposals.  
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• Archival Records: including survey data previous collected, organizational 
records, and personal records.  

 
• Internet websites and available online libraries that include information about 

CRM system and its role in customer satisfaction and customer retention.  
 
When choosing the sources, the most difficult task is determining their quality and 
reliability. The nature of current research provides us to emphasize on “Reliable 
Sources” for this kind of data collection. We have not any special instrument for data 
collection in this literature – based research; therefore, we should select our sources for 
data collection very carefully based on library research. 
 

4.2.2 Data Analysis 
 
 “Analysis as a research technique for making replicable and valid references from data 
to their contexts. The researcher searches for structures and patterned regularities in 
the text and makes inferences on the basis of these regularities.” (Krippendorf ) 
 
It’s clear that we should have content analysis in this research due to performing library 
research. 
 

4.3 Content Analysis  
 
“Content analysis is a procedure for the categorization of verbal or behavioral data, for 
purposes of classification, summarization and tabulation. The content can be analyzed 
on two levels. The basic level of analyzing is a descriptive account of the data: this is 
what was actually said with nothing read into it and nothing assumed about it. Some 
texts refer to this as the manifest level or type of analysis. The higher level of analysis is 
interpretative: it is concerned with what was meant by the response, what was inferred 
or implied.” (Rodson, C., Hill, G., Hancock, – P.1)  
 
Several databases will be searched and should be divulged, including the search dates 
and search words. We critically analyze the research reviewed and this analysis is 
reported in a synthesized manner based on the information extracted during the review.  
 
The procedure of content analysis for this research has been divided to 4 phases: 
 

• Phase 1. Analytic review of the literature about CRM in general and CR and the 
impact of CRM on CR in particular.  Also derivation of the conceptual framework 
that is used as an initial guide for next phase.  

• Phase 2. Development of CRM models sufficiently reliable and valid for 
measuring the impact of CRM on CR . 

• Phase 3. Inductive derivation of CRM practices and customers behavior changes 
theoretical framework, explaining the roles of CRM in directing successful 
customer services.   
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• Phase 4. Conclusions and the generation of propositions based on the theoretical 
framework derived in phase 3. Upon deriving those propositions, the findings 
obtained from this study as applied to customer retention modes are compared 
with those reported in the literature based applied to an CRM system for CR. 
Similarities and differences are explained on the basis of findings of researchers.  

 
Through this analysis answers of the research questions about the role of CRM systems 
in CR should be discovered and the impact of CRM applications on the customer 
retention should be evaluated through the following studies:  
 

• The role of periodic assessment of CRM systems in terms of customer retention. 
• The effectiveness of CRM trainings in customer retention. 
• The role of innovations in CRM usage for customer retention. 
• The role of CRM satisfactory services for customer retention. 
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5 Analysis 
 

5.1 About Customer Relationship Management (CRM) 
 
This is how Wikipedia defines CRM: The generally accepted purpose of Customer 
Relationship Management (CRM) is to enable organizations to better manage their 
customers through the introduction of reliable systems, processes and procedures for 
interacting with those customers. 
In today's competitive business environment, a successful CRM strategy cannot be 
implemented by only installing and integrating a software package designed to support 
CRM processes. A holistic approach to CRM is vital for an effective and efficient CRM 
policy. This approach includes training of employees, a modification of business 
processes based on customers' needs and an adoption of relevant IT-systems (including 
soft- and maybe hardware) and/or usage of IT-Services that enable the organization or 
company to follow its CRM strategy. CRM-Services can even replace the acquisition of 
additional hardware or CRM software-licenses. 
The term CRM is used to describe either the software or the whole business strategy (or 
lack of one) oriented on customer needs. The main misconception of CRM is that it is 
only software, instead of whole business strategy. 
 
 
So, it is clear that the definition of CRM has changed over time. The earlier versions 
primarily incorporated CRM software, and data tracking. Over time, companies have 
grown to recognize that technology is a starting point, but not the complete process of 
CRM. Most customer focused companies have realized that CRM must be integrated into 
the processes and culture of a business. Corporations that were focusing only on cutting 
costs and improving efficiencies are shifting focus to customer relationship management 
as a source of competitive advantage. 
 
In any time in the business life cycle, CRM plays an important role. For a new business 
relationship with customers is exceptionally vital. Same way a growing business has to 
build up more relationship with existing and potential customers. Even a declining 
business for fixing its deteriorating businesses and improving market position can rely on 
CRM to achieve this. Regardless of the product types that companies present to a 
market, customers who buy them should always to be on the center of attention. 
 

5.2 Technology & Process 
Although the success of CRM is not based on technology, but it empowers the process 
integration. It should be considered that technology must be strategic, accessible and 
cost effective. It also should provide enough flexibility and growth for the long-term 
corporate plans. If internet access is in mind, security should be considered as well. It is 
better to find a system that is configurable to the needs of a company. Software 
customization is expensive and hard to maintain. Installing or expanding a viable and 
rational CRM program should make a big difference to a company's ability to reap the 
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benefits of accurate customer differentiation and the consequent optimization of the 
value of its best customers. 
 
It is important to implement a CRM system driven by customer knowledge - so that the 
right products can be presented to the customer at the right time, according to stored 
knowledge of their preferences, needs and propensities. A customer relationship 
management process that does not include a metrics area cannot measure success or 
failure. CRM can be difficult to measure, but it is important to ensure there is a way of 
regular monitoring and refinement of this key area. 
 
The CRM process has usually four distinguishable steps: 
 

5.2.1 Segment and Profile the Market 
Customers are grouped based on their different characteristics. The segmentation can 
be based on the customer sales interaction (i.e. direct using online shopping or through 
sale persons) or the way customers want to be informed about new products, services 
(i.e. via email or direct mail). Creating different customer profiles based on their 
relations is part of the CRM process design. 
 

5.2.2 Design Communication Strategy 
Next thing to be done is designing a communication strategy. The strategy involves 
multiple communication channels like mail, email, printed advertisements, trade shows, 
etc. Part of the strategy could be types of offers that can be made. 

5.2.3 Implement Designed Strategies  
After designing strategies that fit with the company’s business nature, it is time to 
implement them. For example it could be sending out direct mails that are prepared for 
introduction of a new product or prepare and present promotional talks in a trade show 
and so on. As a CRM strategy, customer service personnel can be informed about 
different segments and their peculiarity. Also customer classifications (silver, gold, 
platinum) can be passed to sales representatives so they know how to treat them 
appropriately. 

5.2.4 Evaluate the Results  
When (in the last step) the strategy is evaluated, the various campaigns are numerated 
and other measures of performance such as customer satisfaction are considered. Based 
on these data, segments may be altered or strategies changed. 
 
 
“A challenge of defining CRM is that any definition is contingent on the level at which 
CRM is practiced in an organization or, for that matter, what the researcher or manager 
believes about the correct level of CRM.  
There are three different possible levels: 
 
(1) functional, (2) customer facing, and (3) company wide. 
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We focus on the CRM Process on the customer-facing level. This perspective includes 
the building of a single view of the customer across all contact channels and the 
distribution of customer intelligence to all customer-facing functions. This view stresses 
the importance of coordinating information across time and contact channels to manage 
the entire customer relationship systematically. For example, a bank customer who has 
both a loan product and a savings product might interact with the bank through various 
channels and different types of interactions (e.g., transaction, information request, 
complaint), which may change over time.   
A CRM Process on the customer-facing level would capture these interactions and, on 
the basis of the generated intelligence, would result in coordinated and well-defined 
actions through different functions.” (Werner Reinartz - PP. 293–305) 
 
Existing marketing literatures suggest that companies should reflect on four separate 
factors: 
 

1. Building and managing ongoing customer relationships delivers the essence of 
the marketing concept. But not necessarily “more” relationship building is always 
better. Instead, the goal should be building “right” relationship which depends on 
situational factors. 

2. Relationships evolve with distinct phases. They can not be viewed and measured 
as multiple independent transactions; rather, the interdependency of the 
transactions creates its own dynamic over time. 

3. Firm interact with customers and manger relationships at each stage. Companies 
should interact with customers and manage relationships differently at each 
stage. A goal of CRM is to manage the various stages of the relationship 
systematically and proactively. 

4. The distribution of relationship value to the firm is not homogeneous. This is a 
result of the increasing adoption of recent accounting practices, especially 
activity-based costing. The key advantage of activity-based costing is that firms 
are able to make profitability statements along customer relationship lines. In a 
CRM paradigm, a key goal is to define different resource allocations for different 
tiers of customers. 

 
In general, it is important to capture the systematic aspects of the process, particularly if 
the process is practiced on a large scale, such as in a business-to-consumer 
environment. If firms formalize their CRM efforts, they become more consistent in 
execution across contact channels, employees, and the portfolio of customers. 
(Werner Reinartz  -  PP. 293 - 305) 
 

5.3 Why CRM? 
“What is the benefit of a CRM process? The primary benefits of CRM are improved 
marketing methods, better customer retention, customer profitability analysis, and 
market share growth. CRM can improve marketing methods by targeting customers with 
value propositions that make sense. Customer retention improves, as product offerings 
are a better fit for customer. Customer profitability analysis enables firms to utilize the 
costs and benefits of servicing customers in making decisions about who they should do 

PDF created with FinePrint pdfFactory trial version http://www.fineprint.com

http://www.fineprint.com


Page  48

business with now and in the future. If companies do things properly, market share 
should grow. All these benefits can be a source of sustainable competitive advantage.”  
(Phani Tej Adidam and Birud Sindhav – PP. 1 - 3) 
 

5.4 Capitalization on CRM 
 
One of the primary powers of CRM is that its benefits are not limited to one department 
of a company. Instead its functions flows across the business from Marketing through 
Sales and then into Services and Supports. For taking a full advantage of CRM, this 
continuation should be captured and understood. Rather than just making a sale to a 
customer, firms should provide “solutions” that satisfy their needs. So it is a move from 
sales into relationships and from isolated transactions into an honorable circle of 
interactions. 
 
Product classification would help companies with better and efficient production lines. 
But it does not help them to retain customers and build lasting relationships with them. 
To be customer focused, the services and products should be focused on Customer 
Cycles that mentioned above. 
 
CRM has been defined in many ways by different practitioners. People were trying to 
find out about the key factors that increase customer relationships for capitalize on CRM. 
Here are some common key attributes of creating a good customer relationship: 
 

1. The relationship will develop over time. This happens through Pre-Sale,   
Post-Sale and ongoing support activities that a company provides to its 
customers 
 

2. The relationship requires two way communication. Customers should be 
listened and provided with continuous solutions. Complains should be 
considered as opportunities of getting closer to customers. 
 

3. The relationship adds to the value proposition of our solution. Giving away 
things doesn’t create customer loyalty. But good lasting relationship does. 
Quality of products and service go hand-to-hand with customer valued 
relationships. 
 

4. Every relationship is different. One of the advantages of using CRM is its 
ability to fine tune the relationships. To make loyalty a reality, all involved 
people of an organization should gauge their actions against customers’ 
needs. 
 

5. The relationship facilitates the ability to demonstrate benefits. The 
relationship brings benefits to the customer and the business. CRM tools 
appear to offer companies the opportunity to capitalize on their resources 
and work towards new models of customer intimacy, thereby enabling 
companies to transform their customer relationship from vendor into supplier 
and ultimately to partner. (Steve Downton – pp. 1- 4) 
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5.5 Analytical CRM 
Analytical CRM is the missing link between an Operational CRM program and maximum 
ROI. The analytical approach feeds customer data through the system over time, 
moving beyond a 360-degree view of the customer and providing greater predictability 
into behavior. 

5.5.1 Definition and Business Architecture of Analytical CRM 
Analyzing customer relationships from a lifetime perspective is critical for success. The 
following figure shows the development of your customer base from this point of view: 
 
 
 
 

 
 
 
Figure  5-1 : 
Introducing analytical CRM, customer-centricity calls for new analytical solutions . 
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The root of the success for achieving a business success are as the followings: 
• Expanding the relationship with the customers by acquiring new and profitable 

customers. 
• Broadening the relationship with your top customers by targeting existing 

resources and strengthening the foundation of those relationships.  
• Deepening the relationship with customers by transforming minor customers into 

highly profitable ones. An additional step is increasing your share of sales 
revenue (and hence your share of wallet), or recognizing cross-selling or up-
selling opportunities with current customers and making the right offers. 

 
To perform these tasks extensive analysis must be done on the existing customer data. 
Widening the relationship with a customer involves determining: 

• Identifying the type of customers that help company growth in the future. 
• Identifying the type of customers who should be acquired. 
• Identifying new customers who potentially can be attracted by existing 

product(s). 
 
To broadening customer relationships these issues should be measured: 
 

• Determine Among existing customers, which particulars should be kept. 
• Determine which customers will drive most of the company’s profits. 
• Determine which customers might switch to competitors and the reasons. 

 
For deepening and intensifying customer relationships the following questions must have 
answers: 
 

• With which customers can you increase the share of wallet? 
• Which products and services interest a particular customer? 
• Which products are typically bought together? Which cross selling opportunities 

should you consider? 
 
The customer information should be kept consistently and it should be available across 
all the customer related departments. It is also important that decisions about the 
relationship development with a specific customer be reflected in all interactions and 
planning with that particular customer. 
 
For efficient interactions with customers a consistent metric should be applied. That 
would improve the value of the customer relationships. By collecting information in a 
continuous basis about customers, deeper understanding of them would be achieved. 
This also would empower employees to optimize customer relationships across all 
channels and points of interaction with customers.   
 
So, analytical CRM is a group of analytical applications that help to measure, predict, 
and optimize customer relationships. However a distinction should be made between the 
different types of analytical applications. Some applications focus on customers and yield 
a deeper understanding of customers’ requirements, behavior, and value. There are 
other application that are good for marketing, sales and services analytics that provide 
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information for better understanding, planning and valuating the effectiveness of 
customer related life-cycle patterns such as; engage, transact, fulfill, and service. 
 
Analytical CRM can make a considerable contribution toward providing the answers to 
numerous business management questions and thereby support a whole range of 
business decisions. The analytical capabilities allow identifying new trends in the 
markets most important to a company and then channeling investments in these 
markets. 
Analytical CRM can also help with identifying patterns to: 
 

• Obtain new profitable customers by cloning existing best customers.  
• Improve relationships with existing customers by addressing their individual 

needs.  
• Optimize cross-selling and up-selling opportunities. 
• Improve customer loyalty and reduce customers' tendency to toss out. 

 
Gartner Group1 has pointed out, some companies can increase profits by as much as 
100% by retaining an additional 5% of their customers. By some estimates, it costs four 
to seven times more to replace a customer than it does to keep one. 
 
Building an integrated customer knowledgebase is a challenging task. In past, 
information was distributed across the entire company and its different departments in 
silos. But this information had to be harmonized from both the business and the 
technical point of view. Customers could interact with companies in many ways and that 
would generate a whole new collection of data sources.  By utilizing analytical CRM, 
solutions can be developed that do more than just providing a reliable platform for 
constructing customer knowledgebase. It can equally consistently integrate all data from 
the broad variety of interactions with customers across all touch points, rather than 
basing their assessments on individual channels. 
 
As a result the following benefits can be obtained: 
 

• Customers’ response to marketing campaigns. 
• Customers’ priorities in Web shops. 
• The requests for information can be addressed to customer interaction center. 

 
Other external resources of information can be incorporated. Here is a list of candidates: 

• Enterprise data on competitors dealing with customers. 
• Web surveys to supplement customer information with details about customer 

satisfaction and customer preferences. 
• Data from communities or clubs with a common interest. 

 
Another valuable strategy is to integrate CRM analytical information with back office, 
where billing and shipment data together with customer-related activities are valuated 

                                           
1 Research and analysis of information technology companies, products, and services, and of several 
industry sectors. Custom research and consulting services 
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from a financial perspective and consolidated into a coherent picture of financial success 
and customer profitability. 
(Analytical CRM – pp. 9 – 12) 

5.5.2 Deploying Analytical Results to Improve Planning and 
Customer Interactions 

 
Many CRM initiatives automate marketing, sales, and service through front-office suites. 
Operational CRM is indispensable because it empowers sales staff to efficiently serve 
customers and synchronizes customer interactions across all channels. To ensure that 
these efforts attain the desired result, operational and analytical CRM must be 
integrated. The purpose of analytical CRM extends well beyond obtaining analytical 
results. The knowledge gained about customers and customer relationships must be 
made seamlessly available to the relevant employees and systems as well as accessible 
during all appropriate processes. 
 
To empower employees to improve and optimize the processes in marketing, sales, and 
service, a process flow like that shown in the following figure must be in place. A deep 
understanding of customers will only be of value to a company if it is possible to apply 
these insights effectively in daily business. This requires deploying analytical results with 
two main aims: to optimize planning and forecasting and to optimize the performance of 
customer interactions. 
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Figure  5-2 : 
Closing the loop of Analytical CRM 
 
Only those companies that effectively implement their customer knowledge and 
constantly build upon this knowledge using a feedback loop will be the leading 
enterprises of tomorrow. It should be noticed that analytical CRM is not merely a 
collection of CRM-related analysis. It is a systematic approach to help measuring and 
assessing customer relationships and developing them into mutually profitable and 
beneficial relationships in day-to-day business. 
 
As CRM is evolving from a departmental to an enterprise initiative, Analytical CRM is 
receiving more attention from senior executives, who, along with financial managers, 
are now looking to CRM metrics as a leading indicator of financial performance.  
Customer relationship management has become a major agenda item for CEOs and 
CIOs. But in striving for the greatest impact with CRM, many companies have concluded 
that individual measures and isolated applications stop short of effective CRM.  
 
According to META Group1, Enterprises will incrementally construct CRM technology 
ecosystems integrated across four strategic dimensions. Operational/analytical, 
                                           
1 Research and analysis of information technology products. Organizes events. Custom research and 
consulting services 
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front/back office, internal/external, and cross-channel. (META Group, Putting Marketing 
Wheels to the Customer Life Cycle, Research Note ADS 886). The extent to which CRM 
is extending beyond exclusively front-office issues makes it essential for companies to 
upgrade to a Web-enabled, integrated platform equipped to meet the challenges of the 
future. This trend is strengthening clear analytical and strategic needs, shifting CRM 
away from a departmental initiative and toward an enterprise initiative. 
 
Internet has been a major revolution in today’s business. It offers a great deal of 
unexploited potential for interacting with customers and coordinating inter-company 
relationships. It provides tremendous marketing opportunity. 
 
The following key trends will influence future analytical CRM solutions heavily:  

• Customer analytics evolving into relationship analytics. 
•  Traditional marketing evolving into real-time marketing. 
• Net market analytics. 
• Analytical CRM gaining in importance for business performance management. 

 
 
With the arrival of more dynamic markets, planning methods in marketing, sales, and 
service have also entered a period of transition. Planning will shift away from 
instantaneous and retrospective budgeting tasks toward a rolling and continuous 
predictive modeling. For example, behavioral patterns witnessed using past data is being 
used to predict future behavior. 
 
To meet customers' needs while improving profitability, it is necessary to grasp an 
overview of the entire value chain for dynamically utilizing existing analytical models 
real-time to identify the optimal marketing interaction. The clear trend toward business 
networks via the externalization of business processes and inter-company collaboration 
creates an increasing need for analysis capabilities that reach beyond the confines of a 
company. 
(Analytical CRM – pp. 14 – 22) 
 

5.6 Customer Retention Strategies 
One the most important advantage of CRM is its ability to improve customer retention. 
According to Frederick F. Reichheld, author of “Loyalty Rules! How Leaders Build Lasting 
Relationships”, a five-percent increase in customer retention results in a 25 to 95 
percent increase in profits.  
 
Customer retention is important, because it is cheaper to keep existing customers happy 
that to attract new ones. This helps explain why businesses continue to spend money on 
CRM, because the cost of customer turnover can be attributed to larger loss. Customers 
consider the satisfaction and value they receive from doing business with a company 
now and in the future.  
 
There are factors beyond price of a good or service that may affect a customer’s bottom 
line. The decision of whether to continue a product or service relationship, consumers 
not only consider current and past evaluations of the firm’s performance (e.g. overall 
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satisfaction, service quality, perceived quality) but also incorporate future considerations 
regarding the service. This theory supports CRM integration with business activities for 
the purpose of improved customer retention through entwinement with the customer’s 
expectation and strategy for the future. If a customer believes there is a benefit, real or 
perceived, of doing business with a vendor they may be less likely to stop doing 
business. 
 
A good example is technology at Charles Schwab1. Charles Schwab embraces the notion 
of managing customer value. They analyzed the way in which customers did business 
with them and anticipated emerging customer priorities. Schwab customer retention 
improved due to their ability to know what customers might value in the future base on 
their current and continuous monitoring of their customers’ behavior. Schwab’s 
utilization of technology improved data mining and sales processes; then, the 
information was applied in a marketing strategy to target the profitable customers. 
(Phani Tej Adidam  - p. 1 – 3) 
 
Based on the value that a firm put on a customer, it should establish an effective and 
correct communication channel. Customer experience should be always under the 
watch. The following researches should be continuously considered: 
 

1. From customer’s perspective, how well the company is doing? 
2. What can be improved in existing products and services to server customers 

better. 
3. In which areas competitors have advantage? 

 
The above questions should be asked about each key experience customers, especially 
those that are ranked as most important. Beside the measuring satisfaction, customer 
commitment to an organization should be defined as well. Information and technology 
underline the whole model. Information needs to be collected, stored and used in a way 
that supports the strategy, the way people work and the way customers wants to access 
the organization.  
 
Technology needs to be used in a way that it enhances the way customers are managed 
(from analysis to data at point of contact) and enable, rather than disable these core 
customer management practices. To have integrated CRM strategies, integrated systems 
are required. 
 
“A key message in CRM is that in mature markets, the cost of keeping a customer is far 
less than obtaining a new one. Kaplan and Norton write clearly, a desire way for 
maintaining or increasing market share in target customer segment is to start by 
retaining exiting customers in those segments. This is an objective helped immensely by 
holding the right information about customer. Related CRM performance measures are 
share of wallet (or customer spend) and customer life value. These need accurate 
historical and forecast data. In the words of Christopher, Payne and Ballantyne, 
increasingly organizations are coming to recognize the opportunities for using database 

                                           
1 An investment and financial company that offers family’s stock, bond, and etc. 
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marketing whereby the profiles of existing customers are analyzed to correlate their 
demographic and other characteristics with their purchase patterns.“  
(Bryan Foss – P. 23) 
 
“Those companies, who are able to manage their customers as individuals or small 
groups, must become fluent in analyzing customer data and be able to answer questions 
like: 
 

• Which customers are suitable for marketing focus and which are not? 
• How should selected customers be managed? 
• Which products and services are appropriate for particular kinds of customer? 
• At what sale price would be appropriate, through which channels of distribution, 

and when?” 
 
These questions apply whether or not the contact is managed directly or through an 
agent. The key requirement is that the individual final customer is known to the supplier 
(for example, the business person buying an airline ticket through a travel agent). The 
data requiring analysis situation is typically in depth customer data, combined with 
transaction and promotional response data. These organizations are called customer 
optimizers. 
(Bryan Foss – p. 52) 
 

5.7 Customer Profitability   
 
Customer profitability analysis is another benefit of a successful CRM implementation. It 
is the process of defining the right customers and also to converting marginal customers 
into profitable ones. Customer relationship processes should incorporate a means of 
determining how much customers are costing an organization so that the more 
profitable relationships can be targeted.  
 
This type of analysis can be beneficial for both the customer and vendor involved. 
Because such targeting efforts are predicated on analysis of customer-level data and the 
profitability of customers, we speculate that understanding customer –level profitability 
can lead to better targeting and therefore create win-win situations. This creates an 
opportunity to eliminate transactions that may not add value to a supply chain and to 
reengineer the process for symbiotic gains among the supply chain partners rather than 
continue the typical adversarial relationships between a supplier and its customers. 
 
The cost of performing services for customers is an important consideration that is not 
always easily tracked in the organization. Some customers demand more time and 
services than other customers. High maintenance customers that require frequent 
assistance, service calls, or technical expertise should be monitored appropriately in a 
customer relationship. Organizations must be able to determine when a relationship is 
costly; however, potential customer relations should be considered. This is nearly 
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impossible without ABC costing1  in any great detail. In addition, rating a cost for 
activities such as phone calls, discussions, changes in product specifications, express 
freight are not always tracked clearly to the customer nor analyzed. 
 
Another issue is in regard to future sales estimates. If there is a customer that is 
currently of higher maintenance, but could represent a substantial volume in the future 
they should not be dropped. How does a person determine them? There are many 
considerations when determining customer profitability both present and future that 
may not be visible in data and statistics collected. Customer relationship management 
should be able to assist in determining such pending and possible opportunities. 
( Phani Tej Adidam – pp. 3 – 5) 

5.7.1 Reward Strategy  
 
Frequent buyer programs (rewards and loyalty) are among the earliest to retain 
organization’s best customers. Typically, frequent customers are awarded redeemable 
points that can be converted into free service, upgrades in class, and/or exchange of 
other products and services. The process to redeem points or to obtain rewards should 
be uncomplicated and easy to administer. 
   
Every organization should recognize that a frequent buyer program offers more than the 
opportunity to increase an organization’s share of a customer’s business. A loyalty 
program is an opportunity to gather information about the customer’s shopping and 
purchase behavior. It is also an opportunity to stay in touch with the customer monthly 
or quarterly when by sending “points” statements. It is a chance to customize the 
services a customer gets each time the customer makes contact with the organization.  
 
“An effective CRM system should have numerous mechanisms for identifying customer 
problems. It is essential that the organization understand the voice of the customer . 
Acting rather than reacting – anticipating changing customer needs – may save many 
customers from defecting. “  (William G. Zikmund – pp. 95 - 96) 
 

5.8 Technical Challenges and Opportunities 
 
A primary objective of a customer loyalty is to build as clear a picture as possible of each 
customer, through a continuing process of acquiring and using information. For most 
projects, the richest source of start-up information is the historical data stored in the 
company’s legacy system.   
 
These databases may contain transaction histories for different sorts of products or 
services (including ones for which the customer is no longer active), responses to 
various direct marketing offers, customer service queries (including ones for which the 

                                           
1 Activity Based Costing (ABC) is an accounting technique that allows an organization to determine the 
actual cost associated with each product and service produced by the organization without regard to the 
organizational structure. 
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customer is no longer active), response to various direct marketing offers, customers 
services queries (complain, requests for information), core customer data, product 
subscription records, and so forth.  
 
From a technical perspective, all different purpose data are likely to have been 
constructed at different times and often using different technologies. The challenges of 
transforming such varied data into usable and valuable information are formidable. 
Conflicts can be as basic and having the same data presented in different length field in 
different databases.  More seriously, data with the same meaning may be recorded 
differently in various systems, resulting in varying degree of reliability. Some data may 
not even match its original document description. When this semantic drift and data 
mutation arise, assessing the value to be placed on each source takes on a central 
significant. 
 
In the model, one to one, the company gathers high volume of data about the individual 
and tries to adapt its entire offer as closely as possible to the individual customers 
needs. The age before e-business this model tended to work for managing quite large 
customers, where the costs of doing it are likely to be paid by the benefits.   
 
Of course, this model is also followed in personal services. However, in the e-world, 
mutual customization becomes much easier. Suppliers have found that one of the best 
ways of using e-technology to reduce relationship set-up and management costs is to 
allow customers to provide data, design and run relationships. When the relationship is 
between a large business as a customer and its suppliers, the very way in which the 
process is set up can be one-to one (i.e. the tell or show the supplier how they would 
like to trade using e-technology).  
 
In the case of the new business–to–business exchange and e-markets, groups of 
customers are doing this to groups of suppliers. Companies give much more control to 
the customer over the business processes. One-to-one supplier management is pretty 
common these days. These customer imminences radically improve the effectiveness of 
CRM, because instead of suppliers trying to gather lots of data about customers and 
determine the right offer, customers can specify the type of relationship required, and 
when change is appropriate. 
 
In the classic CRM, customer data is used to group customers to allow them to be 
managed in a limited number of segments with significantly different offers for each 
segment. But E-technology makes it possible for customer to validate or refresh the 
supply of customer data more frequently and more accurately, and also to select 
different modules in the relationship offer, which are appropriate to the value they are. 
These additional interactions can keep the relationship on track much more effectively. 
(Bryan Foss – PP. 156 - 163) 
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5.8.1 Customer Knowledgebase 
 
The customer knowledge bases are commonly used to capture explicit knowledge of 
customers including; their previous and current sales and status, the methods by which 
they prefer to transact with, how they want to be managed, and about their possible 
future needs, and also predictions about their future needs.  
 
These are all critical building blocks for CRM of the future. Data warehouse are the 
starting point for this, but a real time context is a goal towards which many are rapidly 
moving. Integrating all touch points and channels, including contact centers, account 
managers and the web is clearly important here.  
(Bryan Foss – P. 161) 
 

5.9 Value Oriented Marketing 
Customer value oriented marketing involves not only collecting data about customers 
through data warehousing systems, but also extracting what is important to customers. 
The extraction of data is then used in “understanding how and where to allocate 
resources in order to improve the customer’s experience. This means the strategy of the 
organization must act to satisfy customers’ current and future needs. If a company does 
not act, the competition will fulfill the need in the market place be developing the 
desired new product or service. 
 
It is important to be particularly adept at recognizing opportunities of value for which 
customers are willing to pay.  The value oriented perspective requires a systemic 
approach in collecting information about the customers and determining what 
information is relevant in creating value now and in the future.  
 
The information must be detailed and complete to give the full view of the customer. 
For example, the data from sales calls, customer service center calls, Internet usage, 
and all other points of contact can be put together to give the “360-degree view”. 
However, having this full view must be fluid and constant. The data must be fast and 
relevant, as static data does not properly represent the customer view. This is a 
continuous process, and part of a forward-looking strategy is to anticipate customer 
needs and wants. This allows a company to focus on future products and services that 
will be demanded in the market. It improves product development targets. 
(Phani Tej Adidam – pp.1 – 3) 

5.9.1 Customer Value Management and Analysis 
One of the biggest problem facing CEOs today is how to continuously attract customers 
and attain growth, often in an environment where products and prices among 
competitors are moving closer and closer together.  Traditional bases for differentiation, 
such as product feature or cost, are becoming less tangible and senior managements 
are forced to look for new ways to be attractive to a target market.  
 
Many companies are now using a Customer Value Management (CVM) approach to 
identify the value that can be delivered, not only by products but by process and 
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services, then engineering their business capabilities to deliver ideal customer defined 
value at each customer interaction. Due to the rapid introduction of new technological 
and resultant rapid changes in customers perceived needs and values companies are 
institutionalizing this approach in order to continuously monitor and maintain alignment 
between the customers’ vision of ideal value delivery and capabilities of the business to 
delivery that value. CVM offers a new basis for competition and for growth.  
 
The goal of CVM is to deliver optimal value to customers – to align business metric, 
improvement programs capabilities, process, organization and infrastructure with 
customer-defined value. 
 
A fundamental of CVM is that it goes beyond mere marketing or customer management 
– it is the total engineering of a company business processes to ensure that capabilities 
to perform are in correct with the promises that are being made by marketing and other 
customer – facing departments.  
 
The CVM methodology incorporates a key concept from CRM, namely that success 
comes form focusing on, understanding and serving targeted customers or groups of 
customers. This is because a company that serves the needs of a clearly defined target 
set of customers is more likely to capture the major share of that market segment, 
leaving competition behind. An important criterion for targeting customers is their actual 
and potential value to the company. This value is based on what customers pay or might 
potentially pay for the benefits delivered by the company to them. The aim of the CVM 
process is to optimize the value delivered to customers, to enable more value to be 
extracted from more customers (because it is justified). 
 
CVM necessarily doesn’t leads to an exclusive focus on high – value customers. Different 
markets have different distributions of potential customer value, and costs of serving 
higher and lower gross value customer also vary sometimes leading to different patterns 
of net value and profitability.  
 
Tactically, CVM focuses on the future customer as well as the current customer. This 
makes a difference in a company ‘s recommended business strategy, business cases, 
where customers are only in the market for a short time or where customers buy in 
bursts ( perhaps every few years) or where technological, demographic or more other 
long –term changes is bringing new group of customers into the market , this can makes 
a very big difference. Of course, choice of target customers is a critical strategic 
decision, and depends on a company’s current and feasible future capabilities. 
 
The primary motivator of a CVM approach is customers’ needs for benefits.  CVM 
provides a structured approach to identify highly actionable target customer needs, in 
terms of the value or benefit customers can ideally envisage receiving (and which drive 
buying behavior and market share). These are then converted to become the design 
point for new product /services/product attributes which would ideally deliver that 
customer defined value. Customer defined metrics of success are also identified to allow 
prioritization and measurement, in customer terms of how well the company products 
/service/ process deliverables are meeting their needs and providing the underlying 
values /benefits they desire.  
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By now, it should be clear that customer value is innermost to a CVM process or project. 
Customer value is not a new idea – it has been the focus of marketing for many years. 
However, the CVM approach we have described includes a unique customer value 
analysis element that significantly differentiates it from earlier approaches.  
 
The aim of the customer value analysis is to identify which combination of customer 
needs (basic; satisfiers; attractors) provides the company with the strongest competitive 
advantage. 
 
A CVM customer value analysis begins with examining events or encounters when 
customer could experience satisfaction or dissatisfaction when dealing with the company 
or with a specific process or service in question. The value that customers receive from 
a product, service or process interaction is what creates the demand for it and a market. 
 
In situations where customer value analysis show that the company is ahead of its 
competitors, the analysis would focus on whether the company is over delivering in the 
related area which do not derive equivalent incremental loyalty or share, or whether 
moving even further ahead would generate additional market share considering likely 
competitive responses.  
 
One of the main decision to be undertaken by companies which are behind party with 
their  competitors on either basic expectations ( in which case they are likely to be 
losing customers) or attractors ( in which case they will have problem attracting new 
customers and developing more business with exiting customers) is to decide which mix 
of these two will best meet the company’s objectives in term of overall customer 
attraction and retention.  
 
One strategy might be for the company to focus resources to ensure that minimum, 
basic needs are being provided for the current customers/ segments and future, 
targeted market segments – while achieving maximum differentiation with a smaller 
group of highly profitable current customers and to attract high value market segment. 
These investment decisions are critical. Once the decision has been reached as to which 
set of benefits should be delivered, then the CVM analysis can focus on the deliverable 
and the processes and capabilities required to deliver them. 
(Bryan Foss – pp. 189 - 206) 
 

5.10   CRM Questions Of Win-back 
“Winning back lost and lapsed customers can be one of the most profitable aspects of a 
company’s CRM Strategy. As shown in the following figure, win-back consists of 
identifying which customers have been lost or are about to terminate their relationship, 
reason for losing high value customers, effective methods for re-contacting lost 
customers, and offers that communicate the benefit the benefits of reactivation.”  
(William G. Zikmund – P. 104) 
 
 
 

PDF created with FinePrint pdfFactory trial version http://www.fineprint.com

http://www.fineprint.com


Page  62

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
            

 
 
 
Figure  5-3 : 
CRM questions of win-back  
 
 
If the CRM system does not identify a reason for losing high-value customers, a 
common first activity is to contact the customers and verify that they are indeed inactive 
or lost customers. If they indicate that they are, some attempt should be made to learn 
why the relationship has soured. Customers will not reestablish their relationships unless 
they see tangible benefits. If a customer’s problem is about the treatment, then an 
acceptable remedy should be offered. 
 
It is possible that a particular customer receives a better deal from the competition. In a 
case like that the company has to offer a sweeter deal. In many cases, the reactivation 
offer is tailored to customers lost to a particular competitor or tailored to a specific 
customer segment. In its analysis of the marketplace, a company should learn which 
actions, such as price deals, a competitor took that caused customers to switch brands. 
It should learn competitor weaknesses and barriers to exit. Knowledge of a competitor’s 
deficiencies should be incorporated into reactivation offers to lost customers. 
(William G. Zikmund – PP. 107 - 108) 
 
Performing a sound analysis of existing customers is often the best way to develop a 
customer-oriented strategy for marketing, sales, and service. The reason for this is 
found in a fundamental marketing maxim:  

Lost 
Customer(s) 

1st time repeat after 
lapse: 

Thank you for our trust to 
reconnect 

Lost : 
Thank you for your 

past patronge 

1.1 Questions and information for the CRM 
system 

Who is about to leave ? 
What is the life time value ? 

Why is the customer leaving? 
How can we best re-contact & reconnect ? 

How much will it take to reactivate the account ? 
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The more you know about your customers, the more easily you can provide the goods 
and services they're looking for.  
Successful companies anticipate customer needs and, ideally, shape those needs. 
Informed investments in a portfolio of customer relationships cannot be made without 
knowledge about: 
 

• Customers' behavior (such as preferences, priorities, and activities) 
• Customers' value in terms of customer profitability, customer lifetime value, and 

potential.  
• A clear understanding of the composition of a customer portfolio and how you 

can optimize it. 
(Analytical CRM – PP.11-12) 
 

5.11   Factors to Increase Customer Satisfaction & Loyalty  
 
The essential mechanisms that are expected to affect customer loyalty are customer 
satisfaction, emotional bonding, trust, choice reduction/habit, and company history. 
People can develop loyalty toward many facets of an organization – its product, its 
image, other customers, price or even brand image.  
 
Organizations should work to recognize each customer, plant the information and 
understanding of expectations and preferences, and develop a sense for community . 
Factors that may lessen loyalty include competitive parity, variety-seeking behavior, low 
involvement, price sensitivity, deal proneness, and a low share of voice or presence in 
the informational landscape. 
 
The formation of a social bond between the organization and its customers may create a 
stronger relationship. A social bond refers to a friendly companionship or an effective 
tie. Interpersonal interactions between people within the organization and customers 
strengthen the linkage and decrease the likelihood that the customer will want to switch 
providers; thus, efforts that focus on social bonds may increase customer loyalty to the 
organization itself.  
 
A complete CRM system combines the customer benefits of each of these types of 
relationship strategies: value-added incentives, emotional bonding, an interactive dialog, 
customized and personalized treatment, and an eye toward the ethics of the situation.  
A key objective of a comprehensive CRM system is its ability to retain customers at each 
stage of the customer life cycle. 
 
To provide a customer relationship system that generated emotional commitment, 
organizations may benefit from understanding the bases of customer loyalty in online 
environments, as well as toward different facets of the organization or its product. 
Loyalty is multi-faceted and more than a repetition of a behavior. As shown in following 
table, customers can demonstrate loyalty to price, brand, company, other customers, a 
place or any number of other potential options.  
(William G. Zikmund – PP. 77 - 87) 
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Customer loyalty to Organizational Options 
Brand  Brand 

image/positioning/extensions/flankers….. 
promotions 

Product  Accessories, complementary items, reliability 
….production 

Company Personal connections/reinforcement/trust….. 
public relations 

Customers Interpersonal meetings, chats, reunions …. 
target markets 

Price  Discounts, coupons, everyday low pricing … 
efficiencies 

Place Outlets, aromas, sounds, excitement …. 
atmospherics 

Variety New Options variations, flankers …. Production 
 
 
 
Table II : 
Loyalty and Organizational Options 
 
 
The stages a customer goes through from the time before deciding to do business with 
an organization until he or she decides to stop being a customer is called customer life-
cycle. The following flowchart displays customer life-cycle stages. 
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Acquisition   Retention   Win-back 

   
 
 
 
 
 
 
 
 
 
 
 
 
   
 
 
Figure  5-4 : 
Picturing the customer life cycle 
 
Customers who make initial purchase, they do so to fulfill their needs. During the first 
When a customer makes and initial purchase, he or she does so to satisfy a need, want, 
or desire. During the first voluntary transaction, customers exchange money, or 
something of value worth the price of the offering, for something of value-typically the 
good or service provided by the organization. At that point both parties benefit because 
something is given up by each and something is received by each. In above-mentioned 
figure, the customer completes the initial transactional exchange. Notice that even at 
this stage, the life value of the customer is important in that suspects are qualified to be 
prospects based on an estimate of lifetime value. 
 
However, once an exchange is made, CRM systems stress understanding customers so 
that the organization can offer them a better product or service and thereby generate 
additional exchanges. Thus, the CRM objective is to retain profitable customers and 
ultimately have customers choose to become loyal advocates. In the figure, it is called 
the retention stage, implying that the customer is a loyal advocate or at least intends to 
repeat another exchange with the same organization. 
 
There is a chance that a regular customer becomes inactive or becomes a customer of a 
competitor.  There are a number of CRM win-back strategies to regain high-value lost 
customers. A win-back stage suggests  that the organization will take special steps to 
have a customer enter into another exchange with the organization. (William G. 
Zikmund – PP. 87 - 88)   
 

Suspect 

Prospect 

Customer: 
1st 
transition 

Loyal 
advocate 

Repeat 
Customer 

Inactive 
Regular 
customer 

Lost customer 
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5.12   Factors Causing Lessen Customer Satisfaction & Loyalty  
 
If customers perceive that a company has deficiency in any of the factors that positively 
contribute to customer loyalty, they may be less loyal. There are other factors that tend 
to lessen loyalty as well. Some of these factors are explained here: 
 

5.12.1 Competitive Similarity 
 
When the offerings of different organizations are not differentiated, competitive 
similarity exist. If customers perceive that brands are identical, perceived risk is low and 
there is a greater tendency for brand switching as the likelihood of loyalty toward the 
product declines. 
 

5.12.2 Variety-seeking Behavior 
 
People who become bored and have a need for variety may engage in variety-seeking 
behavior. People may simply want a new experience because of the declining benefits 
associated with repeat patronage or because they feel energized by the prospect of 
having a new experience. Organizations can benefit from variety seeking behavior by 
satisfying the need and creating flanker brands, new flavors, or other extensions of the 
basic product. 
 

5.12.3 Low Involvement 
 
A low level of personal relevance or perceived importance of a product or service to the 
individual is referred to simply as low involvement.  
 
Low involvement consumers often engage in “satisfying” behavior in which they make 
decisions that are “good enough” and not necessarily optional. If a person has a low 
interest in a product category, he or she is less likely to be loyal to a particular company 
or brand. Customers who are low in involvement tend to be price sensitive, another 
factor which lessens loyalty toward the brand or organization.  
(William G. Zikmund – PP. 78 - 80) 
  

5.13   Putting It All Together 
“For having a competitive business that is able to attract and retain loyal customers, 
CRM process should be designed in context of “begin with the end in mind". For CRM 
which is sometimes perceived as CR & RM, the long-term retention of customers is what 
that should be considered as a happy ending. 
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As part of this activity, a company should try to find answers to these questions. 
For a particular customer: 
  

• What will the end-game look like and feel like to both parties?  
• How will it benefit both parties?  
• What the company will need to do, specifically, to engage and keep the 

customer? 
 

Having the answers, the company should analysis the present relationship with the 
customer and evaluate if the current efforts are aligned with the future goals. If the 
evaluation doesn’t look right, then course of actions should be immediately changed so 
that the relationship gets on the right track for desired strong bond. This strategy would 
help the company to retain customers over time.” 
(Richard F. Gerson. – P. 1) 
 

5.14   Conclusion 
 
In this chapter we present the conclusion of our research. The goal of this research was 
to study the impact of Customer Relationship Management systems and practices on 
today’s Customer Retention endeavor. CRM has been a key element of the modern 
marketing in recent years. All around the world companies in different sizes have been 
trying to utilize CRM systems to help them with their competitive businesses. On the 
other hand because of vigorous competition, not only acquiring new customers is 
becoming difficult but also holding existing customers is a quite challenging task. 
 
During our research we learned that it is a lot cheaper to keep existing customers happy 
than to attract new ones. But maintaining relation with existing customers in level that 
constantly encourage them to stay with a company is a dynamic and meticulous job. 
That is why computerized CRM system can play a critical role in success of a company. 
But the way that CRM systems are used can make substantial different on the outcome. 
Along with sales and marketing, all the other departments of a business should be 
involved with CRM processes. A new emerging approach that recently has been 
attracting corporations is Customer Value Management. Their goal is to identify the 
value that can be delivered to customers along with their products through their 
supportive processes and services. The CVM methodology incorporates a key concept 
from CRM, namely that success comes from focusing on, understanding and serving 
targeted customers or groups of customers. 
 
For a successful relationship it is up to the company to perform Customer’s profitability 
analysis. As a result of this analysis, if a customer is not doing well with presented 
products or services, there is an opportunity for us to find a better solution for that 
customer before losing it to competitors. 
 
One of the other important facts we learned in this research was; a fundamental 
principle of CRM is that all customers are not the same. CRM is based on the idea of 
treating different customers differently. Another words, it is not possible to attract and 
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retain all customers with the same policy and treatment. Companies have to discover 
the differences and adjust their policies accordingly. 
 
We also realized that retaining “all” customers might not be the most favorable for 
companies. CRM systems can assist sales and marketing to identify advantageous 
customers faster and more reliable than other resources.  
 
Another important highlight of our research was getting to realize that “customer 
retention” requires strategy and it should be considered by management team a 
mainstream activity which requires same level of attention that other marketing and 
sales strategies may require. 
 
Close to the “customer retention” we studied the “win-back” scheme. There are a 
number of CRM win-back strategies to regain high-value lost customers. In a win-back 
stage, the organization will take special efforts to retrieve a customer by entering into 
another interaction policy. Win-back policies can be implemented in many ways. But the 
best time to win-back a customer is before the customer terminates the relationship. 
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