Week #5 – Customer Relationship Management 
& Mid-Term Review 


SLIDE # 3 – Chapter 18 CRM
[bookmark: _GoBack]Customer relationship management (CRM) is a company-wide business strategy designed to optimize revenue, profitability, and customer satisfaction by focusing on highly defined and precise customer groups. This is accomplished by organizing the company around customer segments, encouraging and tracking customer interaction with the company, fostering customer-satisfying behaviours, and linking all aspects of a company from suppliers to customers.  It hones in the efforts of marketing to a rifle vs shotgun approach.


SLIDE #6 – Customer Relationship Management Cycle
The customer relationship management cycle:
· Identifies customer relationships with the organization
· Demographics, frequency, how much purchased
· Understands the interactions with current customers
· # of visits to the store, purchase history – build on the information
· Captures relevant customer data on interactions – Rogers & BMO, large companies that focus on collecting customer data
· Date of last purchase, do they use coupons, last communication
· Stores and integrate customer data
· Must be high quality actionable data that is accessible 
· Identifies profitable and unprofitable customers
· Use data mining to find top opportunities for current and potential customers
· Leverages the information
· Marketing campaigns for individual customers/groups

SLIDE #7 – Identify Customer Relationships
Customer centric – philosophy that a company customizes it product and service based on data (customer information) generated through customer interactions
Learning – collecting information through comments and feedback
Knowledge Management – process to centralize customer information & share it
Empowerment – latitude given to employees to negotiate with customers and satisfy their needs
Interaction – touch point between customer and company rep to exchange info and develop learning relationship (feedback and comments happen here)

SLIDE #8 – Interactions of the Current Customer Base
The interaction between the customer and the organization is the foundation upon which a CRM system is built. Following a customer-centric approach, interactions occur as follows:

Customer and organization interact through a formal communication channel (i.e. Internet, phone or salesperson), through a previous relationship (past purchase, survey response to mkt research), or by some current transaction (product purchase, request for service or response to coupon) by the customer.

SLIDE #9 – Interactions of the Current Customer Base
The data that customers provide to organizations impact a wide variety of touch points, which are areas of a business where customer data is gathered and used to guide and direct the decision making within that business unit.

Point-of-sale interactions are communications between customers and organizations that occur at the point of sale, normally in a store.  The information is then used for marketing and merchandising purposes, for determining the store’s best customers, and for determining what types of inventory they buy.  Another source is web-based interactions.

SLIDE #10 – Review Learning Outcome
Customer interactions are foundation on which a CRM system is built.  Effective management of customer interactions recognizes that customers provide information to organizations across a wide variety of touch points. Customer-centric organizations are implementing new and unique approaches for establishing interactions specifically for this purpose. They include Web-based interactions, point-of-sale interactions, and transaction-based interactions.

SLIDE #11 – Capture Customer Data
Vast amounts of data can be obtained from the interactions between an organization and its customers.  CRM deals with determining the types of data to be acquired and how the data can be used for relationship enhancement.

1. The channel is the traditional approach for acquiring data from customers. It includes store visits, conversations with salespeople, PC interaction on the Web, traditional phone conversations, or wireless communication.
2. Interactions between the company and the customer facilitate collection of large amounts of data.
3. A lot of information can be captured from one individual customer across several touch points.
4. The large volumes of data resulting from a CRM initiative can be managed effectively only through the use of technology.  
5. Once customer data are collected, the question of who owns the data becomes extremely salient. 

SLIDE #13 – Customer Database
Data warehouse - central repository of customer data collected by an org.  It is stored and inventoried on a centralized computer system so that the information can be shared across all functional departments.

1. The core of the data warehouse is the database, which is a collection of data that can be manipulated by computer software.
2. Companies use two types of lists to populate their databases:  
a. Response lists are especially valuable because they include names and addresses of individuals who have responded to an offer of some kind, such as by mail, telephone, direct-response television, product rebates, contests or sweepstakes, or billing inserts.
b. Compiled lists includes names, addresses, and other data collected from a third-party source, such as the phone book, public records, census data, and the like.  

SLIDE #14  - Data Mining
80/20 principle (20 percent of customers represent 80 percent of the revenue), companies following CRM must determine who the profitable and unprofitable customers are. The 20 percent is identified through data mining.  

Data mining is the process of finding hidden patterns and relationships among variables and characteristics from customer data stored in the data warehouse.

SLIDE #16 – Data Analysis
Customer segmentation is the process of breaking large groups of customers into smaller, more homogeneous groups.  Demographic, geographic and psychographic traits, purchase behaviour and finding the “best” customers.

Recency-frequency-monetary analysis (RFM) is most commonly used to define a firm’s best customers.  Many marketers take RFM analysis one step further by introducing profitability into the equation.  Customers are most likely to buy again if they have bought recently and frequently.  Must examine profitability because if only buy sale items not making as much margin.

Lifetime value analysis (LTV) projects the future value of the customer over a period of years using the assumption that marketing to repeat customers is more profitable than marketing to first-time buyers.  Can tell how much is it worth to woo a new customer (how much will we make from them in the future) and also how much is it worth to keep a loyal customer happy.

Through predictive modeling, marketers try to determine what the odds are that some other occurrence will take place in the future.  The occurrence the marketer is trying to predict is described by the dependent variable.  The independent variables are the things that affect the dependent variable.  i.e. Predicting where new customers might lie using geographics, age and gender.


SLIDE #17 – CRM Marketing Database Applications
Data mining identifies the most profitable customers and prospects. Managers can then tailor marketing strategies to best penetrate the identified segments. In CRM, this is commonly referred to as leveraging.   Examples of leveraging:

Campaign management involves developing product or service offerings customized for the appropriate customer segment and then pricing and communicating these offerings for the purpose of enhancing customer relationships.  Individual marketing campaigns (using the 4 P’s) to fit with specific customer groups.

Retaining Loyal Customers - If a company has identified its best customers, then it should make every effort to maintain and increase their loyalty.  Loyalty programs reward loyal consumers for making multiple purchases.  This decreases costs and increases profits (if you are targeting the right customers)

CRM provides many opportunities to cross-sell related products.  A database allows marketers to match product profiles and consumer profiles to bundle products or make offers like magazines (like Golfers Monthly, might also like Business Weekly)

Designing Targeted Marketing Communications  - Using transaction and purchase data in
addition to personal or demographic information allows marketers to tailor a message.  Might 
offer incentives to infrequent purchasers that increase their usage, moderate users might 
receive messages that reinforce their decisions.  

CRM offers marketers an opportunity to reach out to customers to reinforce the purchase 
decision.  Reduce cognitive dissonance and feel better about their decision, encouraging them to make the same decision again. Fairmont offering loyalty program – not extra nights but rather special service.

Inducing Product Trial by New Customers - Using the profile of its best customers, marketers 
can easily find new customers that look like its most profitable segment.

Increasing Effectiveness of Distribution Channel Marketing - Marketing databases enable 
manufacturers to advise retailers how to better meet customer needs, and make it possible to
serve customers using direct channels instead of the traditional indirect channels.

Improving Customer Service - CRM techniques are increasingly being used to improve the 
customer service experience for customers – real time information at the finger tips of the 
staff.  Customer retention is the percentage of customers that repeatedly purchase products 
from a company.



Mid-Term Review
SLIDE #21 – Overview of Marketing	
LO 1 - 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.
LO 2 
· A production-oriented organization focuses on the internal capabilities of the firm rather than on the desires and needs of the marketplace. 
· A sales orientation is based on the beliefs that people will buy more products if aggressive sales techniques are used and that high sales volumes produce high profits. 
· A market-oriented organization focuses on satisfying customer wants and needs while meeting organizational objectives. 
· A societal marketing orientation goes beyond a market orientation to include the preservation or enhancement of individuals’ and society’s long-term best interests.
LO 3
1. sales-oriented firms focus on their own needs; market-oriented firms focus on customers’ needs and preferences. 
2. sales-oriented companies consider themselves to be deliverers of goods and services, whereas market-oriented companies view themselves as satisfiers of customers. 
3. sales-oriented firms direct their products to everyone; market-oriented firms aim at specific segments of the population. 
4. although the primary goal of both types of firms is profit, sales-oriented businesses pursue maximum sales volume through intensive promotion, whereas market-oriented businesses pursue customer satisfaction through coordinated activities.
LO 4 
1. marketing affects the allocation of goods and services that influence a nation’s economy and standard of living. 
2. an understanding of marketing is crucial to understanding most businesses. 
3. career opportunities in marketing are diverse, profitable, and expected to increase significantly during the coming decade. 
4. understanding marketing makes consumers more informed.

SLIDE # 22 – Consumer Decision Making
LO 1 - An understanding of consumer behaviour (how consumer decides to buy and how they use the product) reduces marketing managers’ uncertainty when they are defining a target market and designing a marketing mix.

LO 2 – First need recognition (stimuli trigger awareness of an unfulfilled want). Second consumer may engage in an internal or external information search. Third evaluates the additional information and establishes purchase guidelines. Fourth a purchase decision is made.

LO 3 – depends on prepurchase expectations, prepurchase information search, and the consumer’s general level of self-confidence. Cognitive dissonance is the inner tension that a consumer experiences after recognizing a purchased product’s disadvantages. When a purchase creates cognitive dissonance, consumers tend to react by seeking positive reinforcement for the purchase decision, avoiding negative information about the purchase decision, or revoking the purchase decision by returning the product.

SLIDE #23 – Consumer Decision Making
LO 4 – Routine (frequent, low cost, little involvement), Limited Decision Making (short to  moderate evaluation time, low involvement, low to moderate cost, evaluation of a few alternatives), Extensive Decision Making (high involvement, high cost, evaluation of many brands, long time to decide, may experience cognitive dissonance)

*Several factors influence consumer behaviour & buying decisions – cultural, social, individual, psychological (many in each category)

LO 5 - Cultural influences on consumer behaviour & buying decisions include: 
1. Culture is the essential character of a society that distinguishes it from other cultural groups. The underlying culture are its:         (passed from generation to generation)
· values,
· language, 
· myths, 
· customs, 
· rituals, and laws, 
· its artifacts or products, 
2. The most defining element of a culture is its values—the enduring belief shared by a society that a specific mode of conduct is personally or socially preferable to another mode of conduct. 
3. Subcultures share elements of the overall culture as well as cultural elements unique to their own group. 
4. A social class is a group of people who are considered nearly equal in status or community esteem, who regularly socialize among themselves both formally and informally, and who share behavioural norms.

LO 6 - Social factors that influence consumer behaviour & buying decisions include external influences such as 
1. reference groups (student group or club – can be DIRECT primary or secondary or INDIRECT aspirational or nonaspirational), 
2. opinion leaders (celebrities, sports figures, people who “know” i.e. bloggers and experts), and 
3. family (children tend to shop in patterns similar to those of their parents – roles….initiator, influencer, decision maker, purchaser, consumer).

SLIDE #24 – Consumer Decision Making
LO 7 - Individual factors that affect consumer behaviour & buying decisions include: 
1. gender (men & women buy differently and buy different products 
2. age and family life-cycle stage (non-traditional paths can “muddy” the flow but consumers buy different products based on their age and whether or not they have family) 
3. personality (very hard to target), 
4. self-concept (attitudes, beliefs and self evaluation – who you want to be vs who you are) 
5. lifestyle (mode of living – activity, interests) 

LO 8 - Psychological factors influencing consumer behaviour & buying decisions include 
1. perception (selective exposure – what do you notice/find important), 
2. motivation (why take action – Maslow’s hierarchy), 
3. learning (past experience and practice), 
4. values (what do you value), 
5. beliefs (what you hold true about your world), and 
6. attitudes (learned tendency towards an object/product/brand etc). 

SLIDE #25 – Segmenting & Targeting Markets
LO 1 - A market is composed of individuals or organizations with the ability and willingness to make purchases to fulfill their needs or wants. A market segment is a group of individuals or organizations with similar product needs as a result of one or more common characteristics.

LO 2 - Market segmentation enables marketers to tailor marketing mixes to meet the needs of particular population segments. Segmentation helps marketers identify consumer needs and preferences, areas of declining demand, and new marketing opportunities.

LO 3 - 1) a market segment must be substantial and have enough potential customers to be viable; (2) a market segment must be identifiable and measurable; (3) members of a market segment must be accessible to marketing efforts; and (4) a market segment must respond to particular marketing efforts in a way that distinguishes it from other segments.

LO 4 - Five bases are commonly used for segmenting consumer markets. 
1. Geographic segmentation is based on region, size, density, and climate characteristics. 
2. Demographic segmentation is based on age, gender, income level, ethnicity, and family life-cycle characteristics. 
3. Psychographic segmentation includes personality, motives, and lifestyle characteristics. 
4. Benefits sought is a type of segmentation that identifies customers according to the benefits they seek in a product. 
5. Usage segmentation divides a market by the amount of product purchased or consumed.

SLIDE #26 – Segmenting & Targeting Markets
LO 5 - First, businesses segment markets based on company characteristics, such as customers’ geographic location, type of company, company size, and product use. Second, companies may segment customers based on the buying processes those customers use.

LO 6 – 
1) selecting a market or product category for study 
(2) choosing a basis or bases for segmenting the market (i.e. demographics) 
(3) selecting segmentation descriptors (i.e. age - teens & young adults – 15 – 25 years old)
(4) profiling and evaluating segments (size, growth, frequency, usage, loyalty, profit potential)
(5) selecting target markets (which ones should you focus on)
(6) designing, implementing, and maintaining appropriate marketing mixes for this group

LO 7 – Undifferentiated – mass-market (no segments, all consumers are the same), Concentrated (niche – one smaller segment), Multisegment (two or more well defined segments each with own distinct marketing mix)

LO 8 – individualize marketing method using customer information to build a long-term profitable and personalize relationship (technology is key).  i.e. personalized communications based on family make-up and previous purchases (rifle vs shot gun approach)

LO 9 - Positioning is used to influence consumer perceptions of a particular brand, product line, or organization in relation to competitors (emphasize the real or perceived differences among competing offerings). Products may be differentiated on the basis of attribute, price and quality, use or application, product user, product class, competitor or emotion.

SLIDE # 27 – Business Marketing
LO 1 – Business marketing provides goods and services that are bought for use in business rather than for personal consumption. Intended use, not physical characteristics, distinguishes a business product from a consumer product.

LO 2 - Business markets more competitive than ever before. The number of business buyers and sellers using the Internet is increasing rapidly. Firms are seeking new and better ways to expand markets and sources of supply, increase sales and decrease costs, and better serve customers. Marketers are becoming more sophisticated in their use of the Internet and are developing quantitative methods that can be used to better measure on-line success.

LO 3 - Relationship marketing entails seeking and establishing long-term alliances or partnerships with customers. A strategic alliance is a cooperative agreement among business firms. Firms form alliances to leverage what they do well by partnering with others who have complementary skills.  Amae – reciprocity, Keiretsu – network of interlocking affiliates (more formalized)

LO 4 – Producers or OEM (buy goods and use them to make their own product), Resellers (buy finished goods and sell them for a profit), Governments (federal, provincial, territorial and local plus MASH municipal, academic, social and hospital), Institutions (goals are different from ordinary business i.e. non-profit or charity sector)

SLIDE #28 – Business Marketing
LO 5 – NAICS is 6 digit code to classify businesses according to their economic sector, sub-sector, industry group etc.  Used to identify, segment, analyze and target businesses

LO 6 - In business markets, demand is derived, price-inelastic, joint, and fluctuating. Purchase volumes are much larger than in consumer markets, customers are fewer in number and more geographically concentrated, and distribution channels are more direct. Buying is approached more formally using professional purchasing agents, more people are involved in the buying process, negotiations are more complex, and reciprocity and leasing are more common. Finally, selling strategies in business markets normally focus on personal contact rather than on advertising.

LO 7 – Major Equipment (capital goods), Accessory Equipment (less expensive and shorter lived), Raw Materials (unprocessed extractive or agricultural), Component parts (ready for assembly), Processed Materials (some processing), Supplies (consumables), Business Services (items that do not become part of the product i.e. accounting services, janitorial) 

LO 8 - Business buying behaviour is distinguished by five fundamental characteristics. 
1. buying is normally undertaken by a buying centre consisting of many people who range widely in authority level. 
2.  business buyers typically evaluate alternative products and suppliers based on quality, service, and price—in that order. 
3. business buying falls into three general categories: new buys, modified rebuys, and straight rebuys. 
4. the ethics of business buyers and sellers are often scrutinized. 
5. customer service before, during, and after the sale plays a big role in business purchase decisions.

SLIDE #29 – Segmenting Business Markets
LO 9 - Business markets can be segmented on two general bases. 
1. businesses segment markets based on company characteristics, such as customers’ geographic location, type of company, company size, and product use. 
2. companies may segment customers based on the buying processes those customers use. 
a. key purchase criteria – price, quality and support 
b. purchasing strategies – satisficers vs optimizers
c. personal characteristics of the buyers themselves – demographic, decision styles, tolerance for risk, confidence, job responsibilities.

SLIDE #30 – Decision Support and Marketing Research
LO 1- A decision support system (DSS) makes data instantly available to marketing managers and allows them to manipulate the data themselves to make marketing decisions. 
· interactive, 
· flexible, 
· discovery oriented, and 
· accessible. 

LO 2 - Marketing research is a process of collecting and analyzing data for the purpose of solving specific marketing problems. (explore profitability, why strategies fail, characteristics of the market, changes in market)  Allows for proactive adjustments
LO 3 
· identify and formulate the problem 
· plan research design & primary data
· specify sampling procedures
· collect data (primary & secondary)
· analyze
· prepare report
· follow up

SLIDE #31 – Decision Support and Marketing Research
LO 4 – simplified secondary research, internet surveys are quick and reported in real time, inexpensive for collection & design, contact hard to reach subjects, collaborate between client and researcher, access data as the collection process is in progress

LO 5 - A scanner-based research system enables marketers to monitor a market panel’s exposure and reaction to such variables as advertising, coupons, store displays, packaging, and price. By analyzing these variables in relation to the panel’s subsequent buying behaviour, marketers gain useful insights into sales and marketing strategies.

LO 6 – creation of an intelligence system (analyzed information) to assess competition to be more effective in the market.  Helps predict changes and guard against threats in the competitive environment.  Can come from company personnel, vendors, consultants, government, trade shows, newspapers, suppliers etc.

LO 7 – estimate of a firm’s sales for a product or service over a specific time.  3 methods:
· correlational – trend analysis, market share etc
· expert opinion – executive opinion, sales force, surveys
· research based – primary data collection, test markets, simulation sales forecasting
usually use a combo of these to get better results.

SLIDE # 32 – Customer Relationship Management
LO 1 – company wide business strategy to optimize profitability , revenue and customer satisfaction by focusing on specific defined customer groups.

LO 2 – learning (collecting info through customer feedback), knowledge management (centralized customer information is shared) and empowerment (latitude of employees to negotiate & solve customer issues quickly & to their satisfaction)

LO 3- touch point, web-based interactions, point-of-sale

LO 4 - The channel, the transaction, and the product or service consumed, all constitute touch points between a customer and the organization. These touch points represent possible areas within a business where customer interactions can take place, and hence, the opportunity for acquiring data from the customer.

SLIDE #33 – Customer Relationship Management
LO 5 – technology helps capture, store and integrate data from a variety of internal and external sources.  Data warehousing is a centralized repository of this information collected.

LO 6 – Use 80/20 rule.  Find the top 20% of customers in terms of product usage/profitability to target individual customers or groups.  Data mining helps (hidden patterns and relationships in the data)
· customer segmentation
· RFM
· LTV
· predictive modelling

LO 7  
· campaign management (customized product and service offerings for a segment)
· retain loyal customers
· cross-sell
· targeted marketing communications
· reinforce purchase decisions
· induce product trial by new customers
· increase effectiveness of distribution channel
· improve customer service

