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This document provides an overview of customer relationship management (CRM). It defines CRM and discusses the evolution from transactional to relationship marketing. Key aspects of relationships like trust and commitment are explained. The purposes and benefits of CRM are outlined, including customer retention, reduced costs, better insights, and increased lifetime customer value. Stages of the CRM cycle and common CRM models are summarized. Factors for CRM success and types of CRM are also covered at a high level.Read less
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	1. Customer Relationship
Management
Sub Code  : 4549297
 



	3. Module 1:
  



	5. What is Relationship?
•  Certainly, most of us would understand what it
means to be in a personal relationship, but what
is a relationship between a customer and
supplier?
• At the very least a relationship involves
interaction over time. If there is only a one-off
transaction, most of us wouldn’t call this a
relationship.
• A relationship is composed of a series of
interactive episodes between two parties over
time.
 


	6. • Interaction consists  of action, and response to that
action. Within each episode, each participant will
act towards, and interact with, the other.
• Similarly, a relationship has been said to exist
only when the parties move from a state of
independence to dependence or
interdependence.
• When a customer buys an occasional latte from a
coffee shop, this is a transaction, not a
relationship. If the customer returns repeatedly
because she likes the store’s atmosphere, the way
the coffee is prepared, or has taken a shine to the
barista, this looks more like a relationship.
 


	7. Theoretical Perspectives of  Relationship
 


	8. Theoretical Perspectives of  Relationship
 


	9. Theoretical Perspectives of  Relationship
 


	10. Evolution of Relationship  Marketing
 


	11. Transactional to Relationship
  


	12. Transactional to Relationship
  


	13. Transactional to Relationship
  


	14. Stages of Relationship  by Dwyer
1 Awareness
2 Exploration
3 Expansion
4 Commitment
5 Dissolution.
 


	15. Issues of Relationship
Trust:
Trust  is an issue particularly in the early stages of
relationship development when the parties have little
knowledge about or experience with each other and feel
vulnerable.
One party may trust the other party’s:
Benevolence: A belief that one party acts in the interests of
the relationship, not out of self-interest.
Honesty: A belief that the other party’s word is reliable or
credible.
Competence: A belief that the other party has the necessary
expertise to perform as promised or expected.
 


	16. Issues of Relationship
Commitment:
Commitment  is seen as a form of ‘stickiness’ that reflects a
desire to maintain a relationship, a pledge of continuity
between parties, a willingness to make sacrifices, or simply
an absence of competitive offerings.
Commitment is shown by an exchange partner believing
that an ongoing relationship with another is so important as
to warrant maximum effort to maintain it; that is, the
committed party believes the relationship is worth working
on to ensure that it endures indefinitely.
 


	17. Issues of Relationship
Two  dimensions of Commitment:
Calculative commitment:
is a more rational, economic-based commitment to a
relationship due to a perceived lack of alternatives or high
switching costs.
Affective commitment:
is a more emotional, trust-based, form of commitment that
develops through reciprocity or personal bonds between a
customer and supplier.
Commitment therefore may arise from trust and shared
values, or the belief that partners will be difficult to replace.
 


	18. Purpose of Relationship  Marketing
Customer Retention – Fundamental reason
• Churn rate (Customer Defection rate)
• Customer Retention rate
 


	19. Purpose of Relationship  Marketing
Reduced Marketing Cost
• Loyal customers, by definition, switch less and
reduce the heavy cost of new customer
recruitment and attendant on-boarding costs.
• In addition to reducing the costs of customer
acquisition, costs-to-serve existing customers
also tend to fall over time. Ultimately, as in
some B2B markets, the relationship may
become fully automated.
 


	20. Purpose of Relationship  Marketing
Better Customer Insights
• As customer tenure lengthens, suppliers are
able to develop a better understanding of
customer requirements and expectations.
• Over time, as relationships deepen, trust and
commitment between the parties is likely to
grow.
• Under these circumstances, revenue and profit
streams from customers become more secure.
 


	21. Purpose of Relationship  Marketing
 


	22. Customer Life-time value
•  This leads to the core CRM idea that a customer should
not be viewed as a set of independent transactions but as
a life-time income stream.
• In the auto industry for instance, it has been estimated
that a General Motors retail customer is worth $276,000
over a lifetime of purchasing cars (11 or more vehicles),
parts and service.
• Customer life-time value (CLV) is even more important if
you consider that a small number of customers may
account for a high proportion of the entire value
generated by all customers.
• Tukel and Dixet found that the top 28% of customers
generate 80% of the total value of all customers.
 


	23. CLV in Banking  - Case
• Cross-selling is a big challenge for financial service
providers like banks. Unless a banker knows which
of a customer’s financial needs are being met, it is
exceedingly difficult to suggest additional services.
• Transactions can be consolidated with demographic
and psychographic data, revenue and profit
measures, as well as historical customer service
incidents and queries.
• With this total picture, the provider can see the
customer from multiple perspectives and craft
programs that will satisfy a broad range of client
requirements.
 


	24. CLV
Customer life-time value  is the
present-day value of all net margins
earned from a relationship with a
customer, customer segment or
cohort.
 


	25. Why Calculate CLV?
1.  Revenues grow over time
2. Cost-to-serve is lower
3. Loyal customers may pay more
4. Value-generating referrals (CRV or
customer referral value)
 


	26. Some Strategies
1. Improve  customer retention rate in the
early years of the relationship. This will
produce a larger number of customers to
generate higher profits in the later years.
2. Increase the profit earned per customer by
a Reducing cost-to-serve
b Cross-selling or up-selling additional
products and services
 


	27. Some Strategies
3. Become  better at customer acquisition by
a Using more cost-effective sourcing channels.
b Experimenting to find more effective calls-to-
action in campaigns.
c Better qualification of prospects. Customers
who defect early on perhaps should have not been
source in the first place.
d Careful nurturing of prospects with high CLV
potential.
e Recruiting new customers matched to the
profiles of current customers having a high CLV.
 


	28. When do companies  NOT want
relationships with customers?
1. Loss of control (free advice on new
project)
2. Exit Cost (New set up to serve the client)
3. Resource Commitment (Whether to invest
on customers or in business)
4. Opportunity cost (Can not source customer
B because resources committed to
customer A)
 


	29. When do customers  want relationships
with suppliers?
B2B
1. Product
Complexity
2. Product Strategic
Significance
3. Service
requirements
4. Purchase cost
B2C
1. Confidence
Benefit
2. Social Benefit
3. Special
treatment
benefits
 


	30. When do customers  NOT want
relationships with suppliers?
1. Fear of dependency
2. Lack of perceived value in the
relationship
3. Lack of confidence in the supplier
4. Customer lacks relational orientation
5. Rapid technological changes
 


	31. CRM
  


	32. CRM Definitions
• CRM  is an information industry term for
methodologies, software and usually Internet
capabilities that help an enterprise manage
customer relationships in an organized way.
• CRM is the process of managing all aspects of
interaction a company has with its customers,
including prospecting, sales, and service. CRM
applications attempt to provide insight into and
improve the company/customer relationship by
combining all these views of customer
interaction into one picture.
 


	33. CRM Definitions
• CRM  is an integrated approach to identifying,
acquiring and retaining customers. By enabling
organizations to manage and coordinate customer
interactions across multiple channels,
departments, lines of business, and geographies,
CRM helps organizations maximize the value of
every customer interaction and drive superior
corporate performance.
• CRM is a business strategy that maximizes
profitability, revenue and customer satisfaction by
organizing around customer segments, fostering
behaviour that satisfies customers, and
implementing customer-centric processes.
 


	34. CRM Definitions
• CRM  is an integrated information system that is
used to plan, schedule and control the pre-sales
and post-sales activities in an organization. CRM
embraces all aspects of dealing with prospects and
customers, including the call centre, sales force,
marketing, technical support and field service. The
primary goal of CRM is to improve long-term
growth and profitability through a better
understanding of customer behaviour. CRM aims to
provide more effective feedback and improved
integration to better gauge the return on
investment (ROI) in these areas.
 




	37. CRM Cycle
  







	43. How CRM Changed  over time
 


	44. Misunderstandings about CRM
•  CRM is about making sales teams more
effective and efficient.
• CRM is a new term for database
marketing
• CRM is about loyalty schemes
• CRM is an IT issue
 


	45. 1. The IDIC  model
The IDIC model was developed by Don Peppers and Martha
Rogers, of the Peppers & Rogers Group.
• Identify who the customers are and build a deep
understanding of them.
• Differentiate customers to identify which customers have
most value now and which offer most for the future.
• Interact with customers to ensure that a deep
understanding of customer expectations and customers’
relationships with other suppliers or brands.
• Customize the offer and communications to ensure that
the expectations of customers are met.
Four Models of CRM
 


	46. 2. The CRM  Value Chain (Francis Buttle)
Four Models of CRM
 


	47. 3. The Five  Process Model (Adrian Payne and Pennie Frow )
Four Models of CRM
 


	48. 4. The SCHEMA  model (TCF-The Customer Framework)
Four Models of CRM
 


	49. • Help the  business marketing departments for
identifying and targeting their potential clients,
managing business marketing campaigns and
discovering qualified leads.
• Establish individual relationship with the happy
customers.
• Boost sales and streamline existing processes.
• Provide accurate information to the employees
required for improving customer services and
understand their needs better.
Significance of CRM
 


	50. • Identify and  handle problems/ complaints of the
clients regarding business processes.
• Monitor all the sources of contact between the
company’s potential clients and the business
organization.
• Bestow employees with essential information on
the product specifications, technical support and
product use criterions.
• Schedule and manage follow-up sales and
conduct periodical calls for assessing the
customer satisfaction rates & their repurchase
probabilities.
CRM is a faster way to
 


	51. • Identify business  prospects and help them in
converting to potential clients.
• Close sales on a more effectual note.
• Allow clients to conduct business
transactions easily and faster.
• Offer better services and improved
customer support following specific sales.
CRM is leading businesses to…
 




	54. Types of CRM
  


	55. Strategic
Types of CRM
  




	58. Success
Factors
in CRM
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