Chapter 6 – Customer Relationship Management 

[bookmark: _GoBack]Customer Relations Management (CRM): involves managing all aspects of a customer’s relationship with an organization to increase customer loyalty and retention and an organization’s profitability. CRM allows an organization to gain insights into customer’s shopping and buying behaviors. 

CRM as a business strategy

· Implementing a CRM system can help an O identify customers and design specific marketing campaigns tailored to each customer, thereby increasing customer spending. 
· CRM allows an O to treat customers as individuals, gaining important insights into their buying preferences and behaviors, leading to increased sales, greater profitability, and higher rates of customer loyalty. 

Business Benefits of CRM

CRM sifts through data to reveal trends, explain outcomes, and predict results.
Os that understand the needs of individual customers are best positioned to achieve sustainable competitive advantage in the future. Benefits are: 
· Provide better customer service
· Improve call center efficiency 
· Cross-sell products more effectively
· Help sales staff close deals faster
· Simplify marketing and sales processes
· Discover new customers
· Increase customer revenues 

An O can find its most valuable customers by using a RFM formula – Recency, Frequency and Monetary Value. 
· How recently a customer purchased items
· How frequently a customer purchases items
· How much a customer spends on each purchase 

The Evolution of CRM 

There are 3 phases: 
1. Reporting systems: help Os identify their customers across other applications
2. Analysis systems: help Os segment their customers into categories such as best and worst customers. 
3. Predicting systems: help Os make predictions regarding customer behavior, such as which customers are at risk of leaving. 

Operational and Analytical CRM

Two primary components of a CRM strategy: 
1. Operational CRM: supports traditional transactional processing for day-to-day front-office operations or systems that deal directly with customers. 
2. Analytical CRM: supports back-office operations and strategies analysis and includes all systems that do not deal directly with customers. 

The main difference between the two is the interaction made with the customer. 

Using Information Systems to Drive OPERATIONAL CRM

Marketing and Operational CRM 

Companies are no longer trying to sell a product to as many customers. They are trying to sell many products to one customer. The 3 primary operational CRM systems a marketing department can implement to increase customer satisfaction:

1. List Generators 
· Compile customer data from a variety of sources and segment the data for different marketing campaigns
· Example of data sources: web site visits, online surveys, etc. 

2. Campaign Management systems
· Guide users through marketing campaigns performing such tasks as campaign definition, planning, scheduling, segmentation and success analysis
· They can calculate ROI

3. Cross-Selling and Up-selling strategies 
· Cross-selling: selling additional products or services to a customer
· Up-selling: increasing the value of the sale 

Sales and Operational CRM 

Sales force automation (SFA) is a system that automatically tracks all of the steps in the sales process. SFA products focus on the increasing customer satisfaction, building customer relationships and improving product sales by tracking all sales data. 
There are 3 primary operational CRM technologies a sales department can implement to increase customer satisfaction: 

1. Sales Management CRM systems 
· Automate each phase of the sales process, helping individual sales representatives coordinate and organize all of their accounts

2. Contact Management CRM systems 
· Maintains customer contact info and identifies prospective customers for future sales. 
3. Opportunity Management CRM Systems
· Target sales opportunities by finding new customers or companies for future sales. 
· CRM pointers for gaining prospective customers: 
· Get their attention, value their time, over deliver, contact frequently, generate a trustworthy mailing list and follow up. 

The difference between contact management and opportunity management is that contact management deals with existing customers and opportunity management deals with new customers. 

Customer Service and Operational CRM 

Sales and marketing are the primary departments that interact directly with customers before a sale. Many fail to realize the importance of continuing to build these relationships after the sale is complete. There are 3 primary operational CRM systems a customer service department can implement to increase customer satisfaction: 

1. Contact Centers
· Where a customer service representative answer customer inquiries and respond to problems through a number of different customer touch-points.
· It is one of the best assets a customer-driven O can have because maintaining a high level of customer support is critical to obtaining and retaining customers. 
· Common features included in contract centers:
· Automatic call distribution: phone switch routes inbound calls to available agents
· Interactive voice response: Directs customers to use touch-tone phones or keywords to navigate or provide information. 
· Predictive dialing: automatically dials outbound calls and when someone answers, the call is forwarded to an available agent. 

2. Web-Based Self-Service Systems 
· Allow customers to use the Web to find answers to their questions or solutions to their problems
· Click-to-talk buttons: allow customers to click ona button and talk with a CSR via the Internet. 

3. Call Scripting Systems 
· Access organizational databases that track similar issues or questions and automatically generates the details for the CSR, who can then relay them to the customer. 


Using Information Systems to Drive Analytical CRM 

Using Information Systems to Drive ANALYTICAL CRM 

Unlike operational CRM, which automates call centers and sales forces with the aim of enhancing customer transactions, analytical CRM solutions are designed to dig deep into a company’s historical customer data and expose patterns of behavior on which a company can capitalize. 
Analytical CRM:
· Is primarily used to enhance and support decision-making and works by identifying patterns in customer data collected from the various operational CRM systems. 
· Help reveal info about which customers are worth investing in
· Relies heavily on data warehousing systems and business intelligence to glean insights into customer behavior 
· Aggregates, analyzes, and disseminates customer information throughout an organization

Personalization: occurs when a Web site can know enough about a person’s likes and dislikes that it can fashion offers more likely to appeal to that person. 

Implementation of CRM

CRM Best Practices 

· Clearly communicate the CRM strategy: ensuring that all employees understand what CRM means and how it adds value to the organization
· Define information needs and flows: the organization must understand the different ways information flows into and out of the organization, in order to have a complete view of its customers
· Build an integrated view of the customer, even though customer data can reside in separate systems within the organization
· Implement in iterations: avoid the “big-bang” approach and implement in small and manageable pieces
· Scalability for organizational growth: ensure the system can support the organization's future growth

Building blocks of setting up a CRM system:

1. Creating a CRM vision that provides a “big picture” of what the customer-centric O should look like.
2. Defining and weaving a CRM strategy that aligns with broader marketing and sales strategies and informs operational and production strategies.
3. Understanding and engaging the customer
4. Ensuring O collaboration between internal groups and external business partners 
5. Focusing on improving customer processes
6. Achieving data integrity across the enterprise
7. Leveraging info systems to implement CRM
8. Defining, collecting, and analyzing CRM metrics 

CRM Metrics examples (p. 182) 

Limitations of CRM 

· CRM is firm centric
· Only relies on transactional and behavioral data pertaining to the interactions of the customer with the firm
· Limited predictive ability
· Some events are unforeseeable and only the customer knows about their occurrence

Supplier Relationship Management 

SRM focuses on keeping suppliers satisfied by evaluating and categorizing suppliers for different projects, which optimizes supplier selection. 

Partner Relationship Management 

Alliance partners: competitor Os who co-operate with one another because doing so allows them to compete more successfully. 

Dealers: agents who sell products or services on behalf of a company or O, particularly in the automobile industry. 

Retailers: stores or shops operating at the end of the supply chain that acquire goods or products from manufacturers or importers, and then sell smaller quantities of these goods or products to consumers at higher prices to cover expenses and make a profit. 

Resellers: people who purchase since in bulk with the intention of reselling it. 

Partner relationship management: focuses on keeping vendors satisfied by managing alliance partner, dealer, retailer and reseller relationships that provide customers with an optimal sales channel. 

Employee Relationship Management: ERM is a management activity that focuses on managing an O’s relationships with its employees.
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