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Abstract

This paper has been devoted to theoretically examining the Customer Relationship Management
(CRM) agenda which has been dominating the business world in recent years. Customer
relationship management is a new competitive weapon for organizations for serving internal and
external customers. Today’s organizations are focusing on conquering the minds of customers,
to make them satisfied and loyal with the help of sophisticated, well-organized CRM efforts. This
paper is to explore the CRM agenda in organizational interfaces and its effectiveness with regards
to customer satisfaction and customer loyalty. The related literature demonstrates that there is
a significant association among effective CRM, customer satisfaction and customer loyalty.
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Introduction

The concept of Customer Relationship Management (CRM) has been a widely cited topic
of marketing scholars and marketers over last 35 years. CRM is derived from the word
“contract management” which emerged in the 1980s about preserving customer details for
further contact with customers. Customer Relationship Management is an organizational
strategy to develop mutually profitable long-term relationships with the customer. It
helps the company to collect and preserve customer details through continuous survey
of information about products and services offered to the customer (Bergeron, 2002).
In this way, companies can customize the suitable product and service preferred by
the customer (Sun, 2009). Customer relationship management systems are becoming
popular across most sectors and have emerged as a chief business strategy in today’s
competitive environment. CRM has been widely accepted and practiced as the most
effective marketing technique involving human and technical dimensions. It involves an
all-round customer centricity and commitment of the entire organization. Effective CRM
has become a critical challenge in business competition and marketing and economic
advancement of a country.

Customer relationship management ensures the relationships with customers to
increase the organization’s market share by integrating technology, procedures and people.
CRM is to maintain the customers and increase their satisfaction and the organization’s
profit. Customer satisfaction is the main element in a successful CRM implementation for
retaining customers (Long, Khalafinezhad, Ismail and Rasid, 2013). In modern business,
if any competitor wants to gain additional market share, with no doubt he has to handle
customers in an effective and efficient way.

Every organization seeks to maintain and use critical information regarding the
needs, expectations and choices of customers to make them satisfied and loyal. Customer
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loyalty is such a kind of valuable situation where an organization ultimately gains prof-
itability. But achieving customer loyalty is not an easy task. To build positive relations
with a customer, to fulfill a customer’s needs and want, to manage customer expectations
are the main goals. An organization can attempt to achieve these goals using an effective
CRM. Customer relationship management undoubtedly influences customer loyalty for
the organization. Now, it is theoretically developed and empirically verified that CRM
is positively related to customer satisfaction and loyalty. On the basis of these facts,
researchers are motivated to investigate the relationship among customer relationship
management, customer loyalty and satisfaction.

This theoretical research is based on a threefold objective, which is related to
the customer satisfaction and loyalty relationship with CRM. In order to achieve the
objectives of this study, a comprehensive literature review has been done in the field of
customer relationship management. Therefore, the objectives of the study are:

To review the CRM agenda in contemporary organizations.

To review the CRM effects on consumer satisfaction.

To review the CRM effects on customer loyalty.

2. CRM Agenda in a Temporary Organization
2.1 CRM

CRM is a technique that can help build long-term relationships with the customers and
increase profits through efficient management systems and the application of custom-
er-focused strategies. Customer relationship management is a customer oriented market-
ing effort which is responsible for accumulating and managing customer details in order
to serve the customers in the present and future. CRM is a strategic marketing process
whose purpose is to predict, understand and manage the demand of customers. Customer
Relationship Management is the establishment, development, maintenance and optimi-
zation of long-term mutually valuable relationships. It is a set of business practices to
identify, verify, acquire, develop and maintain sustainable profitability and customer
loyalty through providing appropriate product and services, in due time (Galbreath and
Rogers, 1999). Customer Relationship Management is a comprehensive strategy and
process of acquiring, retaining and partnering with customers to create superior values
for the company and the customer (Parvatiyar and Sheth, 2001). It is a method of under-
standing the customer behavior through intense communication with him/her to improve
the performance, which is represented in attracting the customer, keeping him/her and
increasing his/her loyalty and profitability (Swift, 2000). A company uses CRM in the
field of research methodology, technology and e-commerce in order to manage customer
relationships (Foss and Stone, 2001). This definition for CRM regards it as the ability to
use technology in the domain of dealing with customers. CRM is the activity which is
interested in the main customers of the organization, in the efficiency of an organization
and in the customer knowledge management, with the aim of enhancing the effective-
ness of organizational decisions related to customers, leading, therefore, to the improve-
ment of marketing performance in particular and organizational performance in general
(Zablah, 2004).
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2.2 CRM Objectives

It is considered that CRM is not a product or service; it is an overall business strategy that
enables companies to effectively manage relationships with their customers. It provides
an integrated view of a company’s customers to everyone in the organization. The reasons
for CRM coming into existence are the changes and developments in the marketing envi-
ronment and technology. The goal of an efficient Customer Relationship Management
(CRM) strategy is to develop, keep and retain profitable customers. Therefore, the objec-
tives of CRM are presented as:

Improve the Communication Process with Customers

CRM itself is a learning process in which information is regularly updated and communi-
cated with customers so that customer demand can be analyzed and appropriate response
to the customer can be carried out (Alehojat, Chirani and Delafrooz, 2013). It facilitates
organizations to maintain a stable market demand of the product offered by them.

To Identify the Key Elements of CRM

CRM is important for an organization for the sustainable growth of its profitability. Iden-
tification of CRM determinants relates to the nature of the organization. CSR determi-
nants can be used to promote service quality for making customer satisfied. The elements
are the power indicators that directly influence CRM’s overall studies. People, culture,
relationship management process, knowledge management, IT, organization, customer
and value are the valuable elements of CRM (see Fig. 1). These elements also affect the
factors of CRM (Shamsuddoha, Tasnuba and Alamgir, 2011).

Figure 1 | Key elements of CRM
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To Identify the Factors Related to CRM Effectiveness

According to Karakostas, Kardaras and Papathanassiou (2005), the factors that influ-
ence the CRM implementation are new customer attraction, consumer buying behavior,
competitive advantage, customer satisfaction, customer retention, acquisition, long-term
relationship, knowledge management, web enabled customer service, customer value, etc.
Tekin (2013) argues that IT, long-term relationship, higher profitability and significant
investment in technology are the main influencing factors of CRM. CRM factors relate
to IT, human resources, organizational structures, and reward systems (Rigby, Reichheld
and Schefter, 2002). Multiple CRM factors approaches by different researchers includes:
reliability, customization, customer attraction, customer retention, information technol-
ogy (IT), responsiveness, commitment, and customer orientation.

2.3 Benefits of CRM

CRM is an essential way to understand what motivates customers. Customer relation-
ships are becoming even more important as market conditions get more adverse. Due to
increasing competition in the marketplace, demand patterns of customers are changing, as
well as the life cycle of products and services. CRM can be used to investigate what the
customers expect, what channel of distribution they prefer, and what attributes should be
incorporated in product and services. Understanding the customer through CRM allows
organizations to offer the desired service to the customer. CRM benefits to customers may
include:

CRM Increases Customer Retention and Loyalty

Basically, a customer is loyal when he is committed to repurchasing a preferred service
or product even when there are marketing efforts and situational influences having the
potential to cause switching behavior (Oliver, 1999). It is suggested to the companies to
invest in relationship building and customer intimacy with loyal customers as it will in
turn lead to stronger loyalty (Oly Ndubisi, 2004). The customers who regularly purchase
a company’s product over a long period of time tend to generate more revenues and are
relatively cheaper to serve than other customers (Reichheld and Aspinall, 1993). Higher
customer profitability is ensured by CRM. CRM creates more value for the customer, so
undoubtedly CRM builds profitable customer relationships.

Customization of Products and Services

The main concentration of CRM is on two major areas: To create a closer and deeper
relationship with customers and to increase organizational capability to coordinate its
behavior with individual customers based on customer needs, or what the organization
knows about his/her requirements and interests. This is because existing customers are
always more profitable than new ones, and selling more products to existing customers is
less costly. Coordinating the products and services with consumer needs and expectations
results in attracting more customers. Consequently, attracting new customers is much
more costly. Indeed, the main goal of CRM is to maximize the value of customer life
cycles for the organization (Payne and Frow, 2004). The recent marketing procedures are
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approaching towards providing a unique service; this is why acquiring large volumes of
customer information and details has become a pivotal requirement. In order to predict
the probability of repeat purchase, or buying additional products and individual market-
ing programs, the organization has to collect the customer’s information based on their
interactions with the organization (Peppard, 2000).

CRM Maintains Lower Process and Higher Quality of Products and Services

The activities of CRM directly influence products and services and also internal processing
systems. CRM can help reduce operational costs by effective relationship with customers
and minimizes the size of overall processes. On the other hand, an effective CRM can
help increase qualitative products and services by customer interactions (see Fig. 2).

Figure 2 | CRM effects of Product and Process
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Meet Customer Expectations

The key to customer loyalty is customer satisfaction, which largely depends on the service
quality offered by service providing firms (Rahman, 2014). Service quality and customer
expectations have been identified as key elements of the service-profit chain (Heskett,
Sasser, and Schlesinger, 1997). Better service quality results in satisfied customers, which
in turn leads to strong customer loyalty. It can be stated that customers, when satisfied with
the services they have experienced, are more likely to establish loyalty (Taylor, Sharland,
Cronin, and Bullard, 1993), resulting in repeat purchases (Fornell, 1992) and favora-
ble word-of-mouth (Halstead and Page, 1992). Customer service quality is a significant
source of distinctive competence and often considered a key success factor in sustaining
competitive advantage in service industries (Palmer, 2001). Therefore, a firm can be able
to meet customer expectations through effective CRM.
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Improvement in Customer Satisfaction and Loyalty

Feliks and Panjaitan (2012) suggest that companies implementing CRM in a proper way
will enjoy increased customer satisfaction. Kusnadi’s research results (2008) also showed
that the CRM application helps companies to gain customer knowledge that helps them
improve customer satisfaction. This is also supported by the study of Wetsch and Lyle
(2006) who found that the potential impacts caused by the customer involvement in the
CRM implementation are trust, satisfaction and customer loyalty. Munandar and Dadang
(2011) suggest that CRM has positive and significant effects on customer loyalty, and
that changes in the company’s customer loyalty are directly related to changes in the
implementation of CRM. This means that to increase customer loyalty, CRM needs to
be implemented first. A better CRM implementation links to customer satisfaction and
loyalty. This indicates that customer loyalty needs more companies’ attention, because
loyalty will ultimately affect the performance of the company.

2.4 Factors Affecting CRM

e  Reliability - Reliability is one of the most common factors of CRM. The activ-
ity of CRM is to identify reliable customers and to communicate with them. On
the other hand, CRM reliability largely depends on the reliability of IT systems in
which customer relations are managed. Customer relationship management activi-
ties always try to fill a customer’s expectations and provide better customer service,
which isn’t always possible without reliability. Reliability is defined as performing
the task dependably and accurately (Parasuraman, Zeithaml and Berry, 2004). This
is achieved through keeping promises to do something, providing the right service,
consistency of performance and dependability, service is performed at the right time,
the company keeps accurate billing and keeps records correctly, and transactions and
records are error-free. Reliability also consists of accurate order fulfillment, accu-
racy records, accurate quotes, accurate billing, accurate calculation of commissions
and keeping any promises regarding services.

e  Customization - The core of customization is based on acceptable delivery times
and prices, and providing customers with personalized products. CRM offers the
customization of products and services, so that the existing and potential needs of
customers are met. CRM provides a variety of useful information to the customers.
CRM allows mutual connectivity between customer and organization in order to
allow customization in products and services delivered.

e  Customer Attraction - Valued customers are always providing good feedback.
Customer attraction acts as a driver of customer commitment. CRM is a systematic
marketing effort of understanding customers, especially what they expect, to what
extent, and what should be incorporated into products and services.

e  Customer Retention - Customer retention is one of the most important indicators of
customer satisfaction. The more satisfied customers are, the greater is their reten-
tion. Customer retention is becoming an important managerial issue, especially in
the context of a saturated market, when the growth of the number of new customers
is declining. It has been acknowledged as a key objective of relationship marketing
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primarily because of its potential in delivering superior relationship economies, i.e.
it costs less to retain than to acquire new customers.

Information Technology (IT) - The role of IT is to help redesign CRM processes,
to facilitate changes to work practices, and to establish innovative methods to link
a company with customers, suppliers and internal stakeholders. CRM applications
take full advantage of technology innovations with their ability to collect and analyze
data on customer patterns, interpret customer behavior, develop predictive models,
respond with timely and effective customized communications and deliver product
and service value to individual customers. (Chen and Popovich, 2003). By using IT,
CRM can optimize interactions with customers based on historical data.

Responsiveness - Responsiveness is the determinant that defines the willingness to
help customers and to provide prompt service. CRM has been always responsible
to provide information to the customer. Service propositions like “what can I do for
you” clearly underline the importance of customers. It is also involved in under-
standing the needs and wants of the customers, convenient operating hours, individ-
ual attention given by the staff, attention to problems and customers safety (Arun
Kumar, Tamilmani, Mahalingam and Mani, 2010).

Customer Orientation - Customer relationship management is a customer oriented,
organized managerial effort to ensure perceived value of customers in order to make
them satisfied and loyal. Customer relationship management cares about sugges-
tions and preferences given by customers. CRM allows customers to share the
post consumption experience, therefore, management can effectively take care of
customer inquiries.

Commitment - Commitment is an essential prerequisite for ensuring the efficient
delivery of customer value having an approval to the CRM project. CRM should
set the stage of leadership and commitment throughout the CRM implementation.
Management support and involvement reinforce the commitment as a key success
factor of CRM implementation. CRM effectiveness without a commitment is like
throwing money into a black hole. The effectiveness of CRM commitment is deter-
mined by the extent to which customers are satisfied and loyal.

Figure 3 | CRM Factors
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3. CRM Effects on Customer Satisfaction

Customer satisfaction is the extent to which customers are satisfied with their purchased
goods and services (Boone and Kurtz, 2013). Customer satisfaction is a statement to the
buyer about the appropriateness of the reward, received in exchange for the service expe-
rienced. Every firm tries to fulfill customers’ needs, desires, wants, aims and expecta-
tions. Therefore, production and marketing department collaboratively produce economic
utility for customers. Customer satisfaction is generally understood as the pleasure of
using product and service. Customer satisfaction is the voice of customer that will differ
from person to person. It is an appraisal of how products and services of a company meet
up or exceed customer anticipation.

Jeong and Lee (2010) defined customer satisfaction as:

e  Customers’ satisfaction is an emotional (sentimental) reaction or a manner of inter-
active recognition and perception.

e Customers’ satisfaction is a response to the specific concentration on the expecta-
tions of production and the experience of using services and consumption.

e  Customers’ satisfaction is a judgmental reflection of customers about a product or
service during the time period of its usefulness.

e Customers’ satisfaction is a summary of the psychological manner in which
a composite of customers’ feeling about the unexplained expectations and his/her
previous consumption experiences are encompassed.

Figure 4 | Dimensions of Customer Satisfaction
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Source: Hays and Hill (1999).

Asatisfied customer always connects with a service provider. CRM is a formation that
ensures customer satisfaction. CRM is a systematic process of building long-term rela-
tionships with its customer by providing optimum satisfaction. The organization actively
takes the necessary steps in order to promote satisfaction. Maintaining the desired level of
customer satisfaction requires a proactive corporate responsiveness in accessing, building
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and retaining satisfied customers for sustainable competitive advantages in market place
(Rahman, Redwanuzzaman, Masud-Ul-Hasan and Rahman, 2014). CRM effects have
a positive impact on customer satisfaction. If an organization has a good CRM strategy,
then customer satisfaction will automatically be increased; on the other hand, the absence
of a good CRM strategy will result in customer dissatisfaction. CRM factors also affect
customer satisfaction. Sound, reliable, customized information technologies etc., posi-
tively affect customer satisfaction.

By using modern communication media, CRM can easily communicate with custom-
ers while fulfilling their expectations. The fulfillment of customer expectations will help
enhance customer satisfaction. A highly satisfied customer:

e  continues his shopping for a long time,

e  buys more as long as the firm produces new products and the existing products are
improved,
e speaks of the firm and its products with praise,

e  keeps indifferent to the trademarks that are in competition with the products of the
firm and does not place the emphasis on price,

e and offers the firm suggestions and ideas about products and services.

Nowadays, most organizations have adapted customer-centered philosophy to
fulfill the customer needs and to enhance perceived values of customer. Hence, adopting
customer-centric strategies aimed at maintaining and enhancing relationships with exist-
ing customers is important for survival (Krishnamoorthy and Srinivasan, 2013). Highly
satisfied customers of a firm are likely to purchase more frequently, in greater volume
and buy other goods and services offered by the same service provider. Many companies
focus on finding new customers instead of retaining and satisfying the existing customer
base. However, since competition among companies is tough, the retention of custom-
ers has become more important than the acquisition of new customers. In recent years,
companies have realized that a critical success factor is not a single transaction, but the
creation of a long-term relationship by the method of CRM (Ampoful, 2012).

4. CRM Effects on Customer Loyalty

Customer loyalty can be seen as a customer commitment to deal with a particular firm,
and buy their products and services. A loyal customer encourages others to do business
with the firm. Loyal customers are also considered to be the most important assets of
a company and it is thus essential to keep loyal customers who will contribute long-term
profit to the organization. In a business context, loyalty is a psychological awareness
process or the observable reaction of a consumer, where intentional and factual reten-
tion or intensification of the relationship is based on specific reasons (Keaveney, 1995).
Loyalty requires a positive attitude of the consumer towards a company and its services;
retention, on the other side, can also exist with a negative attitude towards a company
(Bruhn, 2009).

Customer loyalty is related to a service provider’s ability to maintain its customers’
loyalty and persuade them to recommend its services to potential customers (Zeithaml,
Berry and Parasuraman, 1996). Six indicators were used to measure customer loyalty:
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share information, say positive things, recommends a friend, continue purchasing,
purchase additional service and test new service (Brodie, Roberts and Varki, 2003).

Customer loyalty can be achieved through a successful CRM implementation. An
effective customer relationship management is positively related to the loyalty of custom-
ers. CRM helps organizations to build long-term relationships with their customer.

Figure 5 | Dimensions of Customer Loyalty
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Figure 6 | CRM Effects on Customer Satisfaction and Customer Loyalty
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Nowadays, customer retention is becoming very flexible. Customers switch to prod-
ucts and services offered by other organizations when they are dissatisfied. Organiza-
tions should offer high-quality products and services with a competitive price in order to
promote customer loyalty. Customer relationship management can be a useful mechanism
to render the customers loyal. The level of loyalty can be measured by observing the
frequency of visits and buying behavior of customers. Today’s customers are aware of the
power they have on the market and that every activity is realized for them. It is now easier
to find products and services. Before choosing a given trademark, consumers look at the
price, newness, accessibility of the product and the additional services offered. As the
alternatives increased, consumers’ loyalty to the products and services decreased. Today,
firms have entered into an effort to present at a lower cost than their rivals the products
and services that can meet the customer wishes and expectations fully, so that they can
render customers more loyal. CRM provides the exact and right time information about
products and services quality, feature, core value etc (Kogoglu and Kirmaci, 2012).
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On the basis of a review of the related literature, a circulation process of CRM and
its effect on customer satisfaction and loyalty has been built.

5. Conclusion and Managerial Implications

The goal of this paper was to theoretically access the impact of customer relationship
management on customer satisfaction and customer loyalty based on the review of exist-
ing literature. Various CRM factors have been identified that are closely linked with
customer satisfaction and loyalty. The study demonstrates that CRM has a direct and posi-
tive relationship with customer satisfaction and customer loyalty. Customer loyalty also
has a positive relationship to customer satisfaction. CRM factors are supposed to have
a significant impact on customer satisfaction and loyalty. The study finds the components
of CRM that constitute a CRM process, and interconnected links among customer rela-
tionship management, customer satisfaction and customer loyalty. The authors present
the benefits that can be achieved through an effective CRM implementation.

The quality-of-service positively affects customer satisfaction; implementing good
CRM will increase customer satisfaction.

The quality-of-service positively affects customer loyalty; implementing good CRM
will increase customer loyalty.

Customer satisfaction is positively related with customer loyalty. When customers
become satisfied they are likely to remain repeat customers.

This study also has several managerial implications. For firms evaluating CRM
applications, it is important to understand the conditions under which deployment of
those applications contributes to improved customer loyalty and customer satisfaction.
Our results, which show the importance of customer loyalty and customer satisfaction
integration in realizing the benefits from CRM applications, could be useful to manag-
ers who are currently evaluating or implementing CRM applications. Firms with greater
interaction with customers are more likely to benefit from CRM applications in terms
of customer loyalty and customer satisfaction. The results imply that firms need to be
willing to share their customer-related information with supply chain partners to benefit
from the implementation of CRM applications.

The importance of customer knowledge as a mediator of customer satisfaction
suggests that in addition to implementing CRM, managers should also ensure that
customer knowledge is disseminated across customer touch points in order to benefit in
terms of customer satisfaction. An implication of this finding is that managers need to
institute measurement systems to capture the gains in customer knowledge following the
implementation of CRM applications because gains in customer loyalty are a precursor to
gains in customer satisfaction.

Given the favorable effects of CRM practices on organizational performance, the
logical question arises: at an individual level, how can companies, employees, especially
people/organization who interact with customers daily, increase their contributions to
successful CRM?

Training programs with CRM are crucial for employees, especially salespeople who
regularly interact with customers. In particular, training programs are essential in convey-
ing the importance and nature of a CRM orientation to salespeople so that they acquire
the requisite relationship development skills and sensitivity to changing customer needs.
Such training programs are crucial because customer expectations are changeable.

Volume 4 | Number 01 | 2015 CENTRAL EUROPEAN BUSINESS REVIEW



Management should attend to the communication of CRM strategies and objectives
of all employees. CRM responsibilities must be clearly defined, assigned, and under-
stood via unequivocal communication. Therefore, management needs accurate and timely
information to build effective and efficient customer relationship management.
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