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CUSTOMER MANAGEMENT APPROACH AND ITS
IMPLEMENTATION IN BUSINESS FIRM

In the introduction we open a question of what dggim modern approach of customer
relationships management (CRM) to business firms. sStaging point is at the concept of
relationships between the company and the custbfeaycle, and from this point of view
we define the customer relationships managementajdr benefit can be developing better
relations with the firm's existing customers laaglito: an increase of sales, identifying
needs more effectively, cross-selling of other piaid. The customer management model
can be used by companies to understand how well dree managing their customers. Its
basic elements are: analysis and planning, praposijtinformation and technologies,
process management, customer management activitieasuring the effect, customer
experiences, competitors. We present conciselyctisomer management model and the
description of automated shape of customer relships management via operational,
analytical and collaborative CRM. Crucial attentiondisected to CRM and marketing
considerations, with explanation of customer lifele concept and business strategy
perspectives. Finally, we recommend the key implaat®n stages of CRM.

Keywords: customer relationships management, customer lifiecgustomer management
model, marketing

1. INTRODUCTION

At the very beginning we have opened the discussionwhat brings a modern
approach of customer relationships management (CR®Mjusiness firms. The starting
point is at the concept of relationships betweendbmpany and the customer life-cycle.
“Customer relationship management helps busingesgain an insight into the behaviour
of their customers and modify their business opamatto ensure that customers are
served in the best possible way. In essence, cestoefationships management helps
a business to recognise the value of its customasto capitalise on improved customer
relations” The better a firm understands its own custombespriore responsive it can be
to their needs.

The impact of the customer relationships managemrg@mtoach can be achieved by:

= finding out your customers’ purchasing habits, apis and preferences;

= profiling individuals and groups to market moreeefively and increase sales;

= changing the way you operate to improve customeicgeand marketing;

The starting point is at the concept of relatiopshbetween the company and the
customer life-cycle, which also supports the lesfeinvestments into supplier—purchaser
relations. It is crucial to split the areas of implentation of customer relationships

! Milan Oresky, PhD, Marketing Department, Univeysif Economics in Bratislava.
2 M. Oresky,Riadenie viahov so zékaznikpDashéfer, Bratislava 2006.
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management concept within business markets (B2Bj}hén first place, and within
customers markets (B2C) in the second one. The ridy is also played by new
technologies and e-CRM.

The development obetter relations with your existing customeran be a major
benefit, leading to:

® increased sales through better timing due to guaticig needs based on historic

trends;

= jdentifying needs more effectively by understandirgpecific customer

requirements;

= cross-selling of other products by highlighting asdggesting alternatives or

enhancements;

This can lead to better marketing of your productservices by focusing on:

= effective targeted marketing communications ainpmt#ically at customer needs;

® a more personal approach and the development ofonemproved products and

services in order to win more business in the &jtur

And what are the benefits? Ultimately this coulaldeo:

® enhanced customer satisfaction and retention, mgstitat your good reputation in

the marketplace continues to grow;

® increased value from your existing customers amthaed cost associated with

supporting and servicing them, increasing your aNezfficiency and reducing
total cost of sales.

Once your business starts to look after its exgstinstomers effectively, efforts can be
concentratedn finding new customers and expanding your maiKet. more you know
about your customers, the easier it is to idemtéw prospects and increase your customer
base. Even with years of accumulated knowledgee tisealways room for improvement.
Customer needs change over time, and technologynzke it easier to find out more
about customers and ensure that everyone in amiseg@n can exploit this information.
Within the next part of article we present in cantcated size customer management
model, description of automated shape of customlationships management and crucial
attention is placed to CRM and marketing considenat with explanation of customer
life-cycle concept and on business strategy petisqgsc Finally we recommend key
implementation stages of CRM. The article is relatdth the scientific grant VEGA
1/4600/07:*Terms and premises of relationship marketing depsient like the tool of
Slovak company competitiveness within the confecdramon European market”

2. CUSTOMER MANAGEMENT MODEL

Customer relationship management is much more ¢imply the technology (this
aspect we discuss in the next part). A thoroughméxation of the customer relationships
management process is provided byehstomer management mod€his model can be
used by companies to understand how well they amaging their customers.

The basic elements of this model are as follavelysis and planning, propositions,
information and technologies, process managemeamiomer management activities,
measuring the effect, customer experiences, cororseti
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Figure 1. Customer management model
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Analysis and planning

Effective customer relationships management begipsunderstanding the value,
attitudes and behavior of various customers andpaats. Once this has been achieved
customers and prospect — potential customers —Idshim segmented so that planning
activity can be as effective as possible. The plapwill focus on such areas as the cost-
effective retention and acquisition of customers.
Proposition

Once segments of customers are identified and atobet, the proposition to each
segment needs to be defined and appropriate valsedboffers planned. The proposition
will be defined in terms of such issues as pribeand and service, and should drive the
experience which the customer can expect when rdpakith the organization, its
products, and distribution. The proposition mustnthbe communicated to both the
customers and the people responsible for delivating
Information and technology

Information and technology provide the foundationthe whole model. Data needs to
be collected, stored, analyzed and used in a way ghovides information which is
consistent with the CRM strategy, the way peoplekwand the way customers want to
access the company. Technology enables an orgamnizatacquire, analyze and use vast
amounts of data involved in managing customenseéids to deliver the right information
to the relevant people at the right time so that/than achieve their role in managing
customers.
People and organization

A firm frontline staff needs to be recruited, tradh developed and motivated to deliver
high standards of customer relations. Key elemantésan organisational structure that
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supports effective customer management, role ifigatiion, training requirements and

resources, and employee satisfacfion.

Process management
In an environment where customer contact can tékeepat several different points,

process can be difficult to implement and manageveitheless, clear and consistent

processes for managing customer relations need tiebeloped and reviewed in the light
of changing customer requirements.

Customer management activities
This concerns the implementation of the plans amdcesses to deliver the

propositions to target segments and involves théowing selected activities and

processes:

1. Targeting customer and prospect groups with clegpgsitions.

2. Enquiry management. This starts as soon as anididilvexpresses an interest and
continues through qualification, lead handling antcome reporting.

3. Welcoming. This covers new customers and those adigg their relationship. It
ranges from simple thank you messages to soplistic®ntact strategies.

4. Getting to know. Customer needs to be persuadedjite information about
themselves. The information needs to be storedatepdand used. Useful information
includes attitude and satisfaction information egldtionship “health checks”.

5. Customer development. Decisions need to be madedieg which customers to
develop through higher levels of relationship mamagnt activity and which to
maintain or drop.

6. Managing problem. This involves early problem idésdtion, complaint handling
and analysis to spot general issues that havedtemtial to cause problems for many
customers.

7. Win-back. Activities include understanding reastordoss, deciding which customers
to try to win back, and developing win-back prograes that offer lost customers the
chance to return and good reason to do so.

Measuring the effect
Measuring performance against plan enables thenemafent of future plans to

continually improve the customer relationships nggmaent program. Measurement may

cover people, processes, campaigns, propositiavedgland channel performance.

Customer experience
External measurement of customer experiences rneetike place and includes for

example satisfaction tracking, loyalty analysig] amystery shopping.

Competitors
The strengths and weaknesses of competitors neled toonitored and the company

performance on the above evaluated in the liglth@competition.

3 K. Kmiotek, D. LewickaHuman Resources Management and Public Relationstiems Facing Challenges
Connected with Merges of Organisatiorigy;] Education and Economy 2007. Materials of Internagio
Scientific Conferencd allinn 2007.
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3. OPERATIONAL, ANALYTICAL AND COLLABORATIVE LEVEL OF CRM

From the point of company level or field orientatithe CRM can be viewed into
operational, analytical or collaborative custonedationships management. This approach
is related with the systems of data automationpandessing.

Operational customer relationships management
Operational customer relationships management gesvautomated support to front

office business processes (sales, marketing anicsgrEach interaction with a customer

is generally added to a customer's history, arffl caa retrieve information on customers
from the database as necessary. This part carens@utomated modules:

1. Sales force automation automate some of a company's critical salessates force
management tasks, such as forecasting, sales athaiin, tracking customer
preferences and demographics, performance managele@h management, account
management, contact management and quote management

2. Customer service and supp@titomates certain service requests, complaintsiugt
returns and enquiries.

3. Enterprise marketing automationprovides information about the business
environment, including information on competitoisdustry trends, and macro-
environmental variables. Enterprise marketing aatiion applications are used to
improve marketing efficiency.

Analytical customer relationships management
Analytical customer relationships management aealydata (gathered as part of

operational CRM, or from other sources) in an afteto identify means to enhance a

company's relationship with its clients. The resuf an analysis can be used to design

targeted marketing campaigns, for example withehgsals:

® acquisition — cross-selling, up-selling;

=  retention — retaining existing customers;

= information support — providing timely and regulaiormation to customers;

Other examples of the applications of analyses udel these ones: contact
optimisation, evaluating and improving customeis$attion, optimising sales coverage,
fraud detection, financial forecasts, price optatisn, product development, program
evaluation, risk assessment and management, strawagketing, operational marketing.
Data collection and analysis is viewed as a coirpand iterative process. Ideally,
business decisions are refined over time, basefeedback from earlier analyses and
decisions.

Collaborative customer relationships management
Collaborative customer relationships managementses on the interaction with

customers (personal interaction, letter, fax, phdnternet, e-mail etc.) Collaborative

customer relationships management includes:

= providing efficient communication with customers r@8s a variety of

communications channels;

= providing online services to reduce customer sereists;

= providing access to customer information while iatéing with customers;

Collaborative CRM also seems to be the new paradignsucceed the leading
Efficient Consumer Response and Category Managewcmmtept in the industry/trade
relationship.
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4. VALUE CREATION PROCESS, CUSTOMER RELATIONSHIPS
MANAGEMENT AND ITS MARKETING CONSIDERATIONS

4.1 The nature of value, value creation through ca and augmented offer

Customers do not really buy products or servicabey expect benefits and value
from the company offer. This is an important powich can be strategically vital for the
long-term survival of a firm. There are many exaespbf companies who developed their
business only in terms of the traditional produstservices. As a result they failed, when
competitors came with a strategy to keep the custsifior a long time.

For an effective CRM strategy an understanding b&twthe customer is buying, is
critical. An offer consists of a central core sumded by tangible and intangible attributes
and benefits. The surrounding elements are servimash as packaging, information,
finance, delivery, warehousing, advice, warrandjiability and so on.

Additional elements, beyond the product itself, édvav fundamental impact on the
value that can be added for customers. The cragiaktion is how to extend the core
value.

The model developed by Harvard professor Christopbeelock”, indicates where to
seek value enhancement for customeérs:this model identifies important elements of
supplementary services that can add value to the pmduct or service. There are many
different supplementary services, which can besdiasl into the following important
groups:

1. Information. In order to obtain full value froamy service or good, customers need
relevant information about it. Information elemeintslude: location of company, opening
hours, pricing, instruction for use, etc.

2. Consultation. Consultation involves a dialoguthwustomer about their requirements
and then development of a tailored solution. In B@&kets the sales manager analyses
the customer situation and delivers advice, whidhbsing best results for the customer.

3. Hospitality services. Hospitality involves tajinare of the customer. It may include
such elements as gifts, allowances, etc. Custoshensid be treated as guests.

4. Safe keeping. Customers, who purchase computen®tor cars, will be interested in
supplementary services such as repair and maintamaervices. Some safe-keeping
services add value to physical products and maludtecpackaging, pick-up and delivery
services, assembly, installation, cleaning and éasion.

5. Exceptions. Exceptions involve supplementaryices that are out of normal service
delivery. Exceptions include problem solving inecas accidents or delays, equipment
failures or difficulties in using the product. Tgdeompetition shifts to the supplementary
services. Supplementary services differentiate essfal firms from the less successful
firms. New product/service development often tgkess to implement and is very costly.
Improvement of supplementary services can be lesdycand faster and can have a
dramatic impact on the customer.’

However, creating a superior value is not enougmekds to be supplemented by
building long lasting relationships with selectagiomer groups.

4 D. LesékovaThe Value Creation Procesfn:] Customer Relationship Management '08. The Inteomati
Scientific Conference: Proceedings of the Papdrsverzita Pardubice, Pardubice 2008.
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4.2 Perspectives of customer relationship managenten

Customer relationships management is a term thetsréo marketing. However, there
is no complete agreement upon a single definititwickv can satisfy all participants (our
definition we mentioned in introduction part). Ths because customer relationships
management can be considered from a number of guigps. In summary, according
our opinion, the three main perspectives arfarmation Technology (IT) perspective, the
Customer Life Cycle (CLC) perspective and Busistisstegy perspective.

CRM and information technology support

Customer relationship management is also a terrm&hodologies, technologies and
e-commerce capabilities used by firms to managéomesr relationships. In particular,
CRM software packages aid the interaction betwermstomer and company, enabling the
company to coordinate all the communication efforthat the customer is presented with
a unified message and image.

Figure 2. CRM software solutions categories

Outsourced solutions

Application service providers can provide web-basestomer relationships management
solutions for firm business. This approach is idédirm needs to implement a solutig
quickly and the company does not have the in-hslails necessary to tackle the job from
scratch. It is also a good solution if firm is aldy geared towards online e-commerce.

Off-the-shelf solutions

Several software companies offer customer reldtipss management applications that
integrate with existing packages. Cut-down versioihsuch software may be suitable for
smaller businesses. This approach is generallghiapest option as firm is investing fin
standard software components. The downside is tteatsoftware may not always do
precisely what firm wants and may has to tradduwfttionality for convenience and priceé.

Bespoke software

For the ultimate in tailored customer relationshipgnagement solutions, consultants and
software engineers will customise or create a CRMesysand integrate it with the
existing software. However, this can be expensietime consuming. If the firm choose
this option, have to be sure that carefully speexgctly what wants. This will usually be
the most expensive option and costs will vary dedpenon what the software designer
quotes.

=]

Managed solutions

A half-way house between bespoke and outsourcedgtias, this involves renting a
customised suite of customer relationships manageapplications as a bespoke package.
This can be cost effective but it may mean thanh finas to compromise in terms pf
functionality.

Specialized CRM companies offer a range of inforomatechnology based services
such as call centers, data analysis and websiteageament. The basic principle behind
CRM is that company personnel have a single-custgomt of view of each client. As
customers are now using multiple channels moreufretly, they may buy one product
from a salesperson and another from a website. Asitee may provide product
information which is used to buy the product frondiatributor. Interactions between
customer and company may take place through tles $aices, call centre, websites, e-
mail, or distributors. Therefore it is crucial thadt matter how a customer contacts
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a company, front-line staff have instant accesheéossame data about the customer such as
his details and past purchases. This usually meansolidation of the many databases
held by individual company departments into onetredimed database that can be
accessed by all relevant staff on a computer screen

Within this perspective we can apply several typdscustomer relationships
management software involvement solutions. CRMtgwnig fall into the following four
broad categoriesoutsourced solutions, off-the-shelf solutions, b&epsoftware and
managed solutions — see Figure 2.
Customer life-cycle relationships concept

Customer relationships move through a variety @fggls and are therefore dynamic in
nature and structure. By utilising the life cyclencept it is possible to chart these
different phases over the natural course of aioglship. Just as different strategies can be
applied to different phases of the product lifeleyitis possible to observe that customers
have different requirements as a relationship eslv

This particular life cycle tracks the evolution alationships through time against
intensity of relationship at any one moment. Thealdes that constitute the intensity of
relationship dimension are subject to various prestations. M. Bruhh draws on
psychological, behavioural and economic indicatassshown in Figure 3.

Figure 3. Indicators of customer relationship istgn

Customer relationship intensity
Psychological Behavioural Economic indicators
indicators indicators
" Relationship ®  Purchasing ®  Customer profit
quality behaviour contribution
" Trust " Information ®  Customer
®  Commitment behaviour lifetime value
" |ntegration
behaviour
®  Communication
behaviour

Source: Bruhn, M., (2003), Relationship Marketing: Managemef Customer
Relationships. Prentice Hall, Harlow

Paramount to the psychological indicators is thecepts of trust and commitment.
They should be regarded as foundations for estabijisand maintaining ongoing,

® M. Bruhn,Relationship Marketing: Management of Customer fReiahips,Prentice Hall, Harlow 2003.
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mutually rewarding two-way relationships. Behavaluindicators refer not just to
purchasing but also to communication and infornmafgearch) behaviours.

It is possible to break down customer relationsliijis a number of different phases
but at the aggregate level there are four, nancelstomer acquisition, development,
retention and declineélhe duration and intensity of each relationshipgghwill inevitably
vary and it should be remembered that this reptatien is idealistic.

The Customer Life Cycle (CLC) has obvious similastwith the Product Life Cycle
(PLC). Howevercustomer life cycle focuses upon the creation of @elivery of lifetime
value to the customer i.e. looks at the productsesvices that customers need throughout
their lives. It is marketing orientated rather than producewiated, and embodies the
marketing concept. Essentially, customer life cyisle@ summary of the key stages in a
customer's relationship with a firm. The problemehis that every organisation's product
offering is different, which makes it impossibledoaw out a single life cycle that is the
same for every organisation.

Business strategy perspective on customer relatiomgs management

Now we consider the business strategy perspectivecuwstomer relationships
management. We propose a model, which is a hybeoidjunction of many of the models
and diagrams of CRM that you will find in books e topic of marketing or commerce.
Key phases and three contextual factors are shautboh the Figure 4.

1. Customer acquisitionThis is the process of attracting our customerttiie first their
first purchase. We have acquired our customer.

2. Customer retentionOur customer returns to us and buys for a secomel We keep
them as a customer. This is most likely to be tinelpase of a similar product or service,
or the next level of product or service.

Figure 4.Three key phases and three contextual factors

Three key phases Three contextual factors
1. Customer acquisition 1. Marketing orientation
2. Customer retention 2. Value creation
3. Customer extension 3. Innovative IT

Source: own sources

3. Customer extensiorOur customers are regularly returning to purchasm us. We
introduce products and services to our loyal custsrthat may not wholly relate to their
original purchase. These are additional, suppleangrpurchases. Of course, once our
loyal customers have purchased them, our goal iet@min them as customers for the
extended products or services.

4. Marketing orientatiormeans that the wholes organisation is focused tipomeeds of
customers. Customer needs are addressed by tleel¢weds of a product whereby firms
not only supply the actual, tangible product, Habahe core product and its benefit, and
also the augmented product such as a warranty astbroer service. Marketing
orientation will focus upon the needs of consuniersll three levels of a product.
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5. Value creationcentres on the generation of stakeholder value doagmn the
satisfaction of customer needs (as with marketimgntation) and the delivery of
a sustainable competitive advantage.

6. Innovative ITis exactly that information technology must betogate. It should be
efficient, speedy and focus upon the needs of cusmte. Whilst IT and/or software are not
the entire story for customer relationships managemit is vital to its success. Huge
databases store data on individuals and groupsdofiduals. In some ways, CRM means
that a firm is dealing with a segment of one perssince every consumer displays
different purchasing habits and preferences. Compaunill track individuals, and try to
market products and services to them based upoitesibuyer behaviour seen in other
individuals.

Benefiting from CRM is not just a question of buyithe right software. You must
also adapt company processes. To use CRM at consnankets means to apply methods
like — one face to customer or one and done. Atltbth markets (B2C and B2B)
customer relationships management looks like exghanf positive and negative
stimulus. Within this process company managemewe lia define value components of
CRM and uncover relativity and competitiveness agtomer relationships management
approach.

5. BUSINESS-TO-BUSINESS RELATIONSHIP SELLING, KEY CUSTOMER
MANAGEMENT

Substantial additional value could be secured iyebsupplier relationships by
securing a greater focus on the supply chain. Filmenpurchasing point of view this
involves an integrated approatthvalue acquisition from suppliers, value additivom
manufacturing and value delivery to customekdded to this view is the fact that the
most important feature of buyer-seller transactioaktionships tends to revolve around
price, indeed negotiation is one of the key issneéke sale presentation.

A new view, used by the successful companies, heexged, based on the notion of
open accounting. This kind of deeper customerigglahips management is only possible
when long-terms relationships between buyers atidrsehave been established for
example in typical JIT production situation. Helne price negotiation does not feature in
buyer-seller transactions because each side seesthér price make-up. Customers will
have access to the supplier’'s accounts in terntbeo€ost build-up for components for
materials being supplied. Equally, suppliers wikve access to the manufacturer's
accounts to conduct a similar analysis. A mutuattgeptable margin for profit will then
be agreed between the buyer and supplier so, ectefthe pricing element of the
marketing mix has now become redundant and is ceglay the key word — relationships
marketing.

Within the business markets seem be favorable #izddeat management applying
relationships management with key customers, wisettee key point to specify the main
characteristics of key customers. The decisionstkay customer managemegproach
have to be supported by expected contributionspppities and also by the list of risks.
The answer how build up strong business relatiaitis the key customers can give us, for
example, relational model of key customer manage¢mepansion. The next step is very
common to find new type of key customerglebal customers
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When the company start thinking about CRM they havanswer the question what
they know about their customers. Proposed procaddodowing:
1. to exposure priorities of the customer,
2. to appraise attractiveness of the customer,
3. to evaluate the potential of the customer,
4. evaluate the conjunction, the value and atmospbfetemmercial relations;

As methods can be recommended the evaluation dfaminand creation of ideal
customer profile, customer portfolio analyses, geition and observe of customer
profitability®.

6. CONCLUSION — HOW TO IMPLEMENT KEY POINTS OF CUST OMER
RELATIONSHIPS MANAGEMENT CONCEPT

The implementation of a customer relationship manaent solution is best treated as
a six-stage process, moving from collecting infatiora about your customers and
processing it to using that information to improyeur marketing and the customer
experience. This framework can be used, with soroelifinations, for both areas as
business-to-business area and also business-torterst enterprising.
Stage 1 Collecting informatiorf-he priority should be to capture the informatidmf
needs to identify firm customers and categorise ehaviour.
Stage 2 Storing informationThe most effective way to store and manage customer
information is in a relational database — a ceisedl customer database that will allow
you to run all your systems from the same sournssyng that everyone uses up-to-date
information.
Stage 3 Accessing informatiowith information collected and stored centrallye thext
stage is to make this information available tofstathe most useful format.
Stage 4 Analysing customer behavidusing data mining tools in spreadsheet programs,
which analyse data to identify patterns or relatfdps, can firm begin to profile
customers and develop sales strategies.
Stage 5 Marketing more effectivellany businesses find that a small percentageedif th
customers generate a high percentage of their tprdflsing customer relationships
management to gain a better understanding of finstamners' needs, desires and self-
perception, firm can reward and target the mostalale customers.
Stage 6 Enhancing the customer experiedost as a small group of customers are the
most profitable, a small number of complaining oustrs often take up a
disproportionate amount of staff time.

After naming several stages there is a recommenddr key implementation
processes as these ones:

= business plan for market commercial covering;

= scheduling of internal sources for sale and custorakationships management

approach;
® to improve sales forecasting in the line of long¥temid-term and also short-term
forecasting and sales budgeting;
= as basic element of CRM we create so called — mestoteams;

® M. Oresky,Riadenie viahov so zékaznikpDashéfer, Bratislava 2006.
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= critical stage of implementation CRM in businesamfiare negotiations with
customer and the people motivation in customer $gam
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IMPLEMENTACJA MODELU ZARZ ADZANIA RELACJAMI
Z KLIENTEM W PRAKTYCE BIZNESU

W artykule zaprezentowano definicje zglzania relacjami z klientem oraz
przedstawiono jego model wraz z jego podstawowylerinentami (analiza i planowanie,
rozwiazania, informacja i technologie, zadzanie procesem, zadzanie aktywnécia
klientéw, pomiar efektéw, dwiadczenia klientéw i konkurentéw). Wskazano révinia
praktyczne korzici, ktore niesie ze satzastosowanie tego modelu przez przgalerstwa.



